chapter 10:	Cost recovery


Objective (e)		achieving government targets in relation to the recovery of the costs of the Authority. 


Management costs had been recovered from industry on a relatively ad hoc basis in a number of fisheries up until the end of the 1980s. However, the 1989 policy statement signified a major shift in the way fisheries management expenditure would be funded. It discussed two types of cost recovery in fisheries management. The first related to the recovery of management costs from industry. The fishing industry was seen as the major beneficiary of services provided from managing fisheries. Therefore, it was decided that industry should contribute to management costs in proportion to the benefits it receives.� The second aspect of cost recovery related to charging those individuals who are able to profit from exploiting fisheries a resource rent tax. The policy indicated that such a charge is appropriate on the basis that individuals are being given the right to make a profit from using a community resource.� 


The management costs were described as a cost for the operator that must be paid regardless of the of whether a fishery is profitable or not. However, the second charge or resource rent tax was seen to be linked to the profitability of a fishery.� Achieving government targets in relation to the recovery of management costs became one of AFMA's legislative objectives in the 1991 Commonwealth fisheries legislation.� The collection of a payment in the nature of a community return payable by persons exploiting fisheries resources became one of AFMA's functions under the new legislation.� 


In 1992 an Industry Commission report examined the issue of cost recovery in fisheries management.� Following on from this report the Commonwealth announced a review of AFMA's costs on a fishery by fishery basis. The report of this review, A Review of Cost Recovery for Commonwealth Fisheries, prepared by DPIE, AFMA and the Department of Finance was accepted by the Government and set the principles for the current cost recovery policy in Commonwealth fisheries. The review differentiated between AFMA's recoverable and non-recoverable costs.� 


Since its establishment, AFMA has focussed on the recovery of so-called recoverable management costs. These are costs that can be directly attributed to the management of a particular fishery. In its 1995-96 Annual Report AFMA identified the following as recoverable management costs:


running costs of the MACs; 


licensing; 


AFMA's day to day activities in managing fisheries; 


the cost of maintenance of management plans; 


logbooks; and 


surveillance.� 


Enforcement is not regarded as a recoverable cost. This is because enforcement is viewed as something that benefits the entire community, based on the idea that law and order is the responsibility of government.� 


The proportion of recoverable costs AFMA has had to recover from industry has increased since its establishment. In 1993-94 AFMA was required to collect 90 per cent of recoverable costs from the domestic industry. In the same year the Government required AFMA to recover all management costs associated with foreign vessels operating in Australian waters. From 1994-95 AFMA was required to recover 100 per cent of recoverable costs from the domestic fleet as well as foreign fishing fleets operating in Australia's fishing zone.� This has meant that while AFMA's overall operating budget has remained relatively stable since 1993-94, the amount of its operating budget provided by industry has increased while budgetary outlays to AFMA from the Commonwealth have fallen. For 1995-96 AFMA's total budget funding was $18.1 million. Of this industry provided approximately 54 per cent and Government 46 per cent.�


In its 1995-96 Annual Report AFMA reported that as at 30 June 1996 it had collected $8.8 million in levies, leaving $1.3 million in outstanding levies, although $1.2 million of these outstanding levies had been invoiced in 1995-96 and were not due to be collected until 1996-97.�


Management costs are recovered from industry through a number of pieces of legislation relating to the charging of levies, namely; the Fishing Levy Act 1991, the Statutory Fishing Rights Charge Act 1991, the Foreign Fishing Licences Levy Act 1991; and the Fisheries (Agreements) Act 1991. A task force that reviewed AFMA's costs in 1994 considered the question of how these costs should be collected. The task force report noted that the setting of levies is the responsibility of AFMA and that this is done in consultation with operators in a fishery and is subject to ongoing review and scrutiny by industry.�


Findings of the ANAO


The ANAO found that AFMA did not have any performance indicators for this objective and that in its Annual Report AFMA only reported some general statistics in the financial section. The ANAO concluded that AFMA needs to improve the way it reports against this objective and that this could be achieved by simply providing a measure of the costs recoverable from each fishery and the amount outstanding.� The ANAO recommended that AFMA report its cost recovery achievement against each of the fisheries indicating which fisheries are generating funds and where payments remain outstanding (ANAO recommendation 39).�


In its response AFMA agreed with this recommendation. In a brochure summarising the ANAO findings, the ANAO notes that AFMA has agreed to provide additional performance information to improve its accountability against this objective. In its 1995-96 Annual Report AFMA provided the information as directed by the ANAO, which enabled easier assessment of AFMA's performance in relation to this objective.� 


Committee's findings


Most of the evidence received by the Committee in relation to the cost recovery approach that AFMA has been directed to pursue did not object to this principle. In fact what seemed to be of greater concern to industry was that if industry was expected to pay the recoverable costs of managing fisheries, then AFMA should endeavour to keep management costs at a level which industry could afford to pay. In this chapter the Committee focuses on the principle of cost recovery and developing management regimes that do not impose excessive costs against industry. There is a detailed discussion of the evidence received from industry on the levies imposed on industry under AFMA's management in paragraphs 6.8 to 6.12. 


The Victorian Fishing Industry Federation was concerned that the structure of a fishery is not being considered in developing management and as a result, management costs are excessive. In particular their submission highlighted the costs in the Southern Shark Fishery which they estimated are approximately 7 per cent of the value of the fishery:


The fishers of Victoria have concern in regard to the management costs in the Southern Shark Fishery, where the management costs are excessive. In a fishery which is valued at approximately $15 million annually, management costs are exceeding $1 million annually. The major part of these management costs is surveillance. Far more efficient systems of surveillance need to be established in this fishery in order to justify the costs involved.�


Similarly, Tasmanian fishers operating in the non-trawl sector of the SEF are concerned that management costs resulting from the use of certain management practices will result in industry having to pay excessive levies. In evidence to the Committee, Mr William Mure of Mures Fish Centre stated that if full cost recovery is going to be the policy of the Commonwealth, then "the cost of managing a fishery must be suitable for the type, size and value of that fishery."�


Another cost recovery issue raised with the Committee was the idea that if industry is going to pay for the management of a fishery, then industry should have a say in the way it is managed. This principle was commonly referred to as 'user pays, user says'. From the outset the Commonwealth put considerable effort into ensuring this concept was not part of the Commonwealth fisheries management environment. It recognised that industry did have the right to have a significant input into the decision making process. However, this was because of the impact decisions have on the industry. It was highlighted that industry's involvement was totally unrelated to the question of who funds the management of a fishery.� Despite this, there were still some parts of industry who believed in this principle, particularly in the period immediately following AFMA's establishment. In evidence to the Committee, Mr Dale Bryan, a fisherman from Tasmania, stated:


In the beginning [industry] ... believed in 'user pays, user says'. But we learnt over time that the community has also got a contribution to make to the Authority's role, so the community has an equal or, in some cases, a greater stakeholder role.�


A further issue worth highlighting is the leading role AFMA has taken in the cost recovery approach to fisheries management and the reaction of the State based fisheries management authorities to this policy. The Western Australian Fisheries Department recognised the lead AFMA is taking in decision making, cost recovery and in the improvement of the Commonwealth's standing as fisheries managers:


Within four short years it has established itself as one of the more effective commercial fisheries management agencies in Australia. 


Other States such as South Australia and Western Australia, whilst not totally embracing the lead taken by AFMA in the introduction of cost recovery for its major fisheries have also proceeded down this route.�


Committee's conclusions


The cost recovery approach adopted in Commonwealth fisheries management appears to have been accepted readily by most of the industry as well as by fisheries managers. The Committee notes that the lead taken by AFMA has in fact created an environment where a number of other State based fisheries management agencies are moving down the same route for their State fisheries. 


The Committee notes that since its establishment AFMA has met the Government's targets in relation to the recovery of management costs.� At the same time the Committee recognises that in its 1995-96 Annual Report, AFMA has made significant improvements in reporting its performance in relation to this objective in line with recommendation 39 of the audit report.� 


The Committee does however, have concerns that the cost recovery objective is not identified as one of AFMA's key objectives in its 1996-2001 Corporate Plan.� The Committee cannot understand why AFMA has omitted this objective from its list of key objectives. As a result, strategies and performance information is not provided for this objective later in the 1996-2001 Corporate Plan as is the case for AFMA's other four objectives.


Finally, the Committee recognises the validity of industry concerns in relation to the need for fishery management costs to be commensurate with the value of a fishery itself. The Committee believes that AFMA should be mindful of the value and other characteristics of a fishery that might affect industry's capacity to pay for management costs, when determining the most appropriate type of management for a particular fishery. This, however, should not result in AFMA being unable to meet its other legislative objectives in a fishery. Therefore, the Committee recommends that:


(25)	the Australian Fisheries Management Authority, in developing and considering the most appropriate management regime for a fishery, should make allowances for the capacity of industry to meet the management costs that result from different types of management. In doing this the Authority must ensure that its capacity to meet its other legislative objectives is not compromised. 
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