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Preface

The Nature Conservancy (www.nature.org) works around the
world to conserve the lands and waters on which all life de-
pends. We have been protecting important natural places for
over 65 years and have steadily expanded the scale and scope
of our work. One of the world's largest conservation organiza-
tions and a leader in coastal and marine conservation, The
Nature Conservancy brings together people of differing views
to find and apply science-based solutions that work locally and
globally. We engage in conservation in 69 countries and all 50
U.S. states.

For TNC, sustainable fisheries mean secure livelihoods, stable
seafood supplies, strong coastal communities, and a healthy
ocean. Our fisheries work is based on a proven track record
of collaborating with fishers and the fishing industry to use
science, technology, and policy to achieve tangible outcomes.
We believe that by engaging with fishers, seafood companies,
communities, and policymakers we can ensure that fishers and
the seafood industry do not have to choose between making
a living today and ensuring that their livelihoods last far into
the future. Together, we protect and restore fisheries and fish
habitats while making sure that fishing remains a sustainable
business.

In 2016, TNC launched a new country programme in New
Zealand. Adopting a partner approach, we aspire to bring
experience, tools, and capacity to support the greater vision for
conservation in New Zealand. Our focus here is on marine and

Fishing vessels in the
Whitanga Harbour
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freshwater issues, emphasizing innovative, often market-based
solutions that can advance conservation and sustainable use.
In addition, this programme seeks to learn from New Zealand’s
long experience and many achievements in conservation and
resource management in order to aid conservation in other
places facing similar issues. Given TNC's engagement in fisher-
ies management around the world, it is keen to learn and share
insights from New Zealand's 30 years of experience in manag-
ing their fisheries through a rights-based approach.

This report attempts to document New Zealand's approach to
fisheries management and how that approach has evolved over
time. We have striven to provide a technically robust, balanced
review by separating facts from perspectives and by reflecting
the diversity of perspectives that exist. It is our sincere hope
that this work is both a contribution to New Zealand and a re-
source for other nations and groups working towards the com-
mon objective of putting fisheries on the path to sustainability.

—Dr. Michael Looker, New Zealand Country Director
The Nature Conservancy
November 2017
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Guide to
Using this
Report

The Report is designed to enable read-
ers to rapidly access key insights and
lessons from the New Zealand fisher-

ies management experience as well as

to present a much fuller account of the
history and current operation of New
Zealand's Quota Management System
(QMS). Overall insights and lessons
learned from the New Zealand experience
are summarized in Section 1. Our hope

is that by providing this first overview of
lessons learned, the reader can be guided
to specific and in-depth coverage of each
area related to the QMS. Each summative
lesson references a subsequent section of
the report that provides more complete
and detailed information. A summary of
each section of the report is found below.
We hope that this format facilitates navi-
gation through the document and allows
readers to hone in on those areas that are
of most interest to them.

Summary of the Report's
Major Sections

SECTION 1: Insights and Lessons
from the New Zealand Fisheries
Management Experience

This section draws out insights into and
lessons from the New Zealand experi-
ence that we believe will be of interest to
overseas audiences. For each lesson, we
provide a small amount of context and
refer readers to parts of the report where
they can find more substantial informa-
tion on the topic.

- — =

Fisherman holds a
very large snapper
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SECTION 2: The New Zealand
Quota Management System

This section provides a comprehensive
overview of how New Zealand manages
its fisheries under the QMS and how
the system has evolved over its 30-year
history. It is divided into 4 sub-sections
as follows:

2A: The Context for the Introduction
of the Quota Management System into
New Zealand describes the status of
fisheries and the major fishing sectors
(inshore and deepwater) prior to the
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Guide to Using this Report

introduction of the QMS along with the
political context that existed in New
Zealand when the QMS was first intro-
duced in 1986.

2B: Key Components of the Quota
Management System defines the core
components of New Zealand's QMS
(the Individual Transferable Quota
(ITQ), Annual Catch Entitlement (ACE),
Total Allowable Catch (TAC), and Total
Allowable Commercial Catch (TACCO)).
It then describes how these and other
key components of the system are
determined and how they have evolved
over time. The objectives that the QMS
are meant to achieve and the nature and

strength of the quota right are described.

We describe how initial allocations for
quota were made and how quota owner-
ship has evolved over time, how TACs

and TACCs are set, and how research is
prioritised and used within these pro-
cesses. The section concludes with a de-
scription of how allocations are made in
shared fisheries (fisheries that have both
commercial and substantial recreational
and customary harvests).

2C: Fishing Under the Quota
Management System describes what a
fisher needs to be able to fish each year
(a permit and ACE) and how the system
is designed to address harvests of non-
targeted and non-QMS species through
catch recording and balancing systems.
The challenging issue of discards is
discussed along with a description of
the QMS’s monitoring and compliance
programs. The New Zealand govern-
ment's new initiative to launch a manda-
tory Integrated Electronic Reporting and

Monitoring system aimed at obtaining
better information for better manage-
ment systems and increasing confidence
in compliance and enforcement is then
described.

2D: Funding Fisheries Management
describes the components
(Management, Information, Operational
Advice, and Services, including research
and policy) and cost of implement-

ing the QMS. New Zealand's unique
approach to funding a large proportion
of these costs through a comprehen-
sive system of direct taxation (called
cost recovery) is then described. Other
services funded directly by industry, in-
cluding services devolved from govern-
ment, and additional research activities
are then described.

Cape Reinga
seascape
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Managing Fisheries under a Quota Management System

SECTION 3: The Role of the

Quota Management System in
the Settlement of Maori Treaty
Rights

This section describes the long journey
of the Maori to have their rights to New
Zealand's fisheries recognized through
a settlement reached with the New
Zealand government in 1992. The set-
tlement resulted in a significant transfer
of fishing assets (both quota and cash)
to the Maori. This section describes the
events that led up to the settlement, the
settlement itself, and the settlement'’s
profound impact on Maori institutions,
on New Zealand's fishing industry, on
the strength and nature of the QMS,
and on ocean management overall.

SECTION 4: The Principle
Institutions Engaged in Fisheries
Management in New Zealand
This section describes the organization
and roles of key government agencies
and the fishing industry itself in the man-
agement of the QMS. It also describes
the organization and engagement of key
stakeholders, notably recreational fishers
and environmental groups, in the QMS
and fisheries issues overall. The section
concludes with a description of how
these sectors interact.

SECTION 5: Fisheries Management
within the Wider Context

of Ocean Conservation and
Management

This section introduces the legal regime
within which fisheries management

nests. It summarizes spatial conflicts
that exist between fisheries and other
uses of New Zealand's marine estate and
the mechanisms—where they exist—
that have been developed for coordina-
tion and conflict mitigation.

SECTION 6: Outcomes Delivered
by the Quota Management
System

This section summarizes documented
outcomes—biological, environmen-
tal, economic, and social—that have
resulted from New Zealand's fisheries
management approach. The section is
divided into:

6A: Biological and Environmental
Performance summarizes existing
information on the current status of
stocks managed under the QMS and
presents available information about the
environmental and ecosystem impacts

Guide to Using this Report

Grey mullet
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of fishing, including by-catch of fish,
invertebrates, and protected species

as well as impacts on the seafloor and
food webs. The importance of healthy
marine habitat for fish production is also
highlighted.

6B: Economic and Social Impacts sum-
marizes the contribution of commercial
fishing to employment and exports in
New Zealand, as well as the capital
value of quota. Economic information
on the recreational fishing sector is
also presented, as are findings from a
number of studies on impacts that the
QMS has had on coastal communities,
recreational fishers, and the M3aori. The
section concludes with a look at how
the commercial fishing industry and
fisheries management in New Zealand
is perceived by the nation’s citizens
and how the industry seeks to improve
these perceptions.
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Introduction

Wild capture fisheries provide a vital source of income and
food for millions of people and can significantly affect the
health and resilience of ocean ecosystems. Putting global
fisheries on a path to sustainability is a widely shared goal
among nations and an essential element of the United Nations'
Sustainable Development Goal (SDG) 14.

Achieving the SDG 2020 fisheries targets is an enormous
challenge. The World Bank estimates economic losses result-
ing from inadequate management of marine fisheries to be
greater than $80 billion USD per year (World Bank, 2017).
Globally, the number of fish stocks harvested at unsustainable
levels has continued to increase, with over 30% of assessed
stocks overfished and many more remaining unevaluated
because of a lack of data (United Nations Food and Agriculture
Organization [FAO], 2016). However, there are also multiple
countries and fisheries where declines have been reversed and
recovery is underway (Worm et al,, 2009). The basic tenets of
what it takes to achieve sustainable fisheries are well known:
only take as many fish as can be replaced and maintain the
environment that is essential for producing fish. The challenge

is developing and implementing practical, effective, and widely
supported management strategies for a common-pool re-
source that fits within the socio-political context of a place.

According to the UN Food and Agriculture Organization (FAO),
the general goal of fisheries management is to achieve sus-
tained optimal benefits from the resource without jeopardizing
benefits to future generations (FAQ, 2016). Fisheries manage-
ment is then defined as “the integrated process of information
gathering, analysis, planning, consultation, decision-making,
allocation of resources, and formulation and implementation,

SDG Target 14.4

By 2020, effectively regulate harvesting and end overfishing, illegal, unre-
ported and unregulated fishing and destructive fishing practices and implement
science-based management plans, in order to restore fish stocks in the shortest
time feasible, at least to levels that can produce maximum sustainable yield as
determined by their biological characteristics (https.//sustainabledevelopment.
un.org/sdgi4).
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Introduction

with enforcement as necessary, of regulations or rules which
govern fisheries activities in order to ensure the continued
productivity of the resources and the accomplishment of
other fisheries objectives” (Cochrane & Garcia, 2002). The
FAO Code of Conduct (FAQ, 2011), which has widespread

international acceptance, also stresses that fisheries manage-
ment should be conducted within an ecosystem approach
that requires balancing diverse objectives, recognizing knowl-
edge gaps and uncertainties, and convening all stakeholders
involved in evaluating the entire fishery and the ecosystem.

As nations and fisheries managers work to improve under-
performing fisheries and sustain a healthy marine environ-
ment, understanding the fisheries management approaches
that other nations have used, the contexts in which they have
been used, and the results they have yielded can help inform
policy changes. Multiple international studies that have com-
pared the performance of different fisheries and management
systems have rated New Zealand relatively highly when com-
pared to other countries (Branch, 2009; Chu, 2009; Costello
et al,, 2016; Grainger & Costello, 2014; Hilborn, 2003;
Hilborn et al., 2005a; Hilborn & Ovando, 2014; Melnychuk et
al., 2016; Mora et al., 2012; Worm et al., 2009). However, the
findings in some of these comparative papers regarding New
Zealand's performance have been the subject of substantial
debate (Melnychuk et al.,, 2017b; Slooten et al., 2017), and
there is a body of local literature that is more critical of the
system than the international assessments would indicate
(Bess, 2012; Mace et al., 2014; McKoy, 2006; Torkington,
2016; Winder, 2017). Despite the different perspectives on
the performance of New Zealand's fisheries management
system, New Zealand's experience in fisheries management
offers lessons relevant to many other countries that are con-
templating fishery reform efforts.

New Zealand manages most of its commercial fisheries
through a Quota Management System (QMS), a specific
type of rights-based fisheries management system. However,
New Zealand's QMS consists of many elements in addition
to the allocation and trading of rights, providing the over-

all framework for the management of commercial fisheries

in New Zealand. Other management regimes are used for
New Zealand's recreational and customary fishery harvests.
Although the use of a rights-based fisheries management
system is not unique to New Zealand, no other country has
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developed and used a system as comprehensive or as widely
implemented as New Zealand's for as long a period.

Rights-based fisheries management can take many forms and
has existed in some form for centuries (Cochrane & Garcia,
2002; Grafton et al., 2006). Rights-based fisheries man-
agement allocates harvest rights to individuals, companies,
collectives, or cooperatives, or can take the form of territorial
use rights (TURFs) (Grafton et al., 2006; Huppert, 2005).
Use rights vary in their implementation. These systems—and
the principles that underpin them—are based on the belief
that when rights are secure, have long-term duration, and are
transferable, rights holders have a greater incentive to invest
in the management of the resource and will take actions to
ensure its sustainability to maximize their own benefits over
time. The investment of rights holders improves economic
efficiencies and the stewardship of the resource (Scott, 1988;
Wilen, 2005). They are also based on the proposition that
secure, long-term harvesting rights can create incentives

for collective action, where such rights are held in common
amongst rights holders, to implement management services
such as monitoring, scientific research, and enforcement,
which can maintain and increase the value of their rights
(Grafton et al., 2006; Scott, 1993). In addition, use rights can
provide a basis for distributing or allocating joint manage-
ment costs across rights holders, thereby removing barri-

ers to collective action or cooperative management (Scott,
1993). Multiple researchers have highlighted the potential
drawbacks or downsides to rights-based fishery management
approaches, including the potentially high costs of monitoring
and enforcement, the consolidation of ownership of access
rights, changes in the distribution and flow of economic
benefits—particularly to fishing communities—, inequitable
initial allocation methods, and the uncertain ecological ef-
fects on non-target species, marine habitats, and broader
ecosystems (Branch, 2009; Copes & Charles, 2004; Hilborn
et al., 2005b; NRC, 1999; Sumaila, 2010; Winder, 2017).

Introduction

Report Purpose and Approach

The objective of this report is to document New Zealand's ex-
perience in managing its fisheries under a Quota Management
System over the last 30 years and enable others to access and
learn from it. We strive to present an objective description

of the New Zealand fisheries management system and the
results and impacts the QMS has yielded—for the resource
and for the people engaged in the fishing industry, as well as
for the broader marine environment and diverse groups of New
Zealanders who use and value the ocean and its fisheries.

To identify the aspects of New Zealand's experience that would
be of greatest interest to overseas readers interested in under-
standing more about rights-based fisheries management, we

Quota-Based Fisheries Management Systems

In 2013, nearly 200 rights-based management programmes existed across 40
countries (Bonzon et al., 2010). Quota-based systems, like the one used in New
Zealand, are a type of rights-based management in which a secure and exclusive
portion of the annual catch limit, or Total Allowable Catch (TAC), is apportioned
to fishery participants. Quota owners are afforded the right to harvest an amount
of the TAC each year (in the case of New Zealand this is called an Annual Catch
Entitlement (ACE)). Quota-based programmes can allocate quota to individuals,
groups, companies, or communities and can be geographically bounded. Quota
rights can be transferable, as is the case in New Zealand, and can be referred to
as Individual Transferable Quota (ITQ) programs (Bonzon et al., 2010; Branch,
2009). Individual quota programs that do not allow for transferability of the use
rights are referred to as Individual Quota (IQ) programs; programs that allocate
use rights to vessels rather than persons are referred to as Individual Vessel
Quotas (IVQ); and individual bycatch quotas (IBQs) are also sometimes incorpo-
rated into management regimes (NRC, 1999). While all quota programmes share
some characteristics, every government that implements a quota programme
may impose its own unigue limitations on trades, duration, and use of quota
shares, including caps on ownership of shares, restrictions on ownership by for-
eign fleets, and gear restrictions (Grainger & Costello, 2014).



13

Learning from New Zealand's 30 Years of Experience
Managing Fisheries under a Quota Management System

conducted more than 30 interviews in six countries: Peru, Chile,
U.S., Mexico, Belize, and Indonesia. These countries encompass
huge variation both in governance and in the penetration and
maturity of rights-based fisheries management approaches
within their fisheries (Aranda, 2009; Bernal et al., 1999;
Castaneda et al., 2011; De Alessi, 2014; Hernandez & Kempton,
2003; McCay et al., 1995). In addition, the motivation for purs-
ing rights-based systems in these countries and the challenges
faced in implementing such systems differs widely, which gener-
ated diverse inquiries regarding New Zealand's QMS. Ultimately,
the goal of the interviews was to help focus our report on topics
that are of most interest to our target audience and to draw out
implications that are relevant to multiple stakeholders. In each
country, we interviewed representatives across a range of sec-
tors that included government (10), academia (6), industry (7),
and non-governmental organisations (10). The primary topics of
interest from respondents included:

B Impetus and enabling conditions for creating the QMS:
motivation and generation of political will.

B Design of the QMS: decision-making processes for quota
allocations, the role of science in supporting the system,
cost and funding sources, methods of monitoring and en-
forcement, and stakeholder roles and responsibilities.

B Implementation of the QMS: co-management arrange-
ments, accountability, compliance, conflict resolution, and
communication with stakeholders.

B Outcomes and impacts of the QMS: socioeconomic
impacts, how the guota market evolved over time, implica-
tions for indigenous rights, changes in stock health, and the
interface between fisheries and the environment.

The information presented in the report is drawn from pub-
lished and “grey" literature, government and industry reports
and databases, and interviews with individuals across the
many sectors that have an interest in New Zealand's fisheries,
including representatives from government, the commercial
and recreational fishing sectors, iwi (a Maori tribe; the larg-
est of the groups that form Maori society), and environmental

Introduction

non-governmental organisations (ENGOs). We strove to sepa-
rate factual information from the multiple perspectives that
exist about the same set of facts. And while there is a wealth
of information about New Zealand's fisheries management to
draw from, there are also real gaps in information. For example,
we could find little information on pre-QMS environmental
impacts and, even today, there is limited information on many
environmental impacts, including the cumulative impacts of
fishing on marine ecosystems. Similarly, there is limited infor-
mation on economic and social benefits and their distribution

Fishing vessel
hauling in catch
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We do not envisage
that New Zealand's
QMS will be
replicated. Rather, we
hope that readers are
prompted to think in
new ways about how
to advance fisheries
management in their
own countries using
ideas and lessons
from New Zealand's
experience.

derived from improved economic per-
formance. Historical data sets on catch
and quota trades over time, particularly
prior to the establishment of FishServe
in 2001, are difficult to source and few
studies have analysed the data that are
available.

It is our intention that the information
and insights provided in this report on the
operation of the QMS and its relationship
to the wider management of the marine
environment informs the future develop-
ment of fishery management programs
outside New Zealand.

We recognize that every country is
unique, and each must invent the fisher-
ies management system that can work
within its own political, social, and eco-
logical context. We do not envisage that
New Zealand's QMS will be replicated.

Rather, we hope that readers are prompted to think in new ways
about how to advance fisheries management in their own coun-
tries using ideas and lessons from New Zealand's experience.

New Zealand and Its Fisheries

As of March 2017, New Zealand has a population of 4.79 mil-
lion and a GDP of around $264 billion NZD. New Zealand's
exclusive economic zone and territorial sea is the fourth largest
in the world (4,300,000 km?), and New Zealand's coastline
(15,000 km) is the ninth longest in the world (Figure 1). The
country is a constitutional monarchy, governed by a parliamen-
tary democracy, and experiences very low levels of corruption
in government (Transpareny International, 2017).

New Zealand's commercial fisheries play an important role
in the country's economy, contributing 0.7% of the New
Zealand GDP and making up a significant portion of the

Introduction
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economy in some parts of the country (Williams et al., 2017).
Approximately 450,000 mt of wild fish are harvested each year
and most of the catch is exported. Wild fish exports ranged
from $1.2 to $1.5 billion NZD per annum over the last 5 years,
accounting for about 3% of the total value of New Zealand's
exports and ranking 4th behind dairy (25%), meat (15%),

and forestry (6%) (Williams et al., 2017). The most valuable
fisheries include inshore finfish (snapper and blue cod are most
important), shellfish (lobster and paua (abalone) are most
important), and deepwater fisheries (hoki, ling, and squid are
most important). Commercial fishing directly employs 4,394
full-time equivalents (FTEs), with a total sector employment of
13,730 FTEs. This is equivalent to 0.7% of New Zealand's total
employment (Williams et al., 2017). In addition, it is estimated
that recreational fishers spend $946 million NZD each year on
marine fishing, which circulates through the national economy
supporting 8,100 jobs and stimulating $1.68 billion NZD in total
economic activity (Holdsworth et al., 2016).

In 2016, there were 1,178 commercial fishing vessels registered
in New Zealand and 239 licensed fish receivers and processors.
In 2014—the latest year data are available—there were 309
enterprises engaged in the Fish Trawling, Seining, and Netting in-
dustry, 348 in the Line Fishing industry, 366 in Other Fishing en-
terprises, and 246 in the Rock Lobster and Crab Potting industry.
In 2014, there were 132 business units in the Seafood Processing
industry. While some 2,200 individuals and companies now
own quota as part of the QMS, with the quota estimated to be
worth $3.5 billion NZD, a relatively small number of companies
(8) own large amounts of quota (Williams et al., 2017).

Fisheries management in New Zealand has evolved greatly
over the years and the current QMS system bears little resem-
blance to its initial design in 1986. Today, New Zealand's QMS
is a complex amalgamation of systems and processes born
out of 30 years of practice, application, and adjustment, with
multiple additional adjustments currently under consideration.

Seafood processing
facility
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SECTION1

Insights and Lessons from
the New Zealand Experience

Here we summarize what we believe to be some of the impor-
tant insights and lessons from New Zealand's experience man-
aging fisheries under a QMS. The lessons are framed around

the broad topics and questions identified during our interviews.

Each lesson or insight below provides a reference to the sec-
tion of the report where more comprehensive and detailed
information about that topic is included and discussed.

Quota Management System
Introduction

B A quota system can be introduced to improve poor eco-
nomic conditions (e.g. overcapitalization within a fishery),
attract investment capital to fisheries, and/or address
overfishing. New Zealand initially allocated individual
quotas in offshore fisheries to provide greater security for
domestic investments and enable economic development,
thereby leading to the “New Zealandisation” of mid and

deepwater fisheries within the exclusive economic zone
(EEZ). Conversely, in inshore fisheries, the motivation for
allocating transferable quota was to address the overcapi-
talization of the fleet and overfished stocks after other
management controls had failed. (Section 2a)

Gaining acceptance for a new approach to fisheries man-
agement requires a clearly articulated and timely policy
agenda as well as significant industry and government

support to move forward. In New Zealand, two documents,

the 1983 Green Book (which documented the declining
state of inshore stocks, the economic overinvestment in
fishing capacity, and the need for urgent action) and the
1984 Blue Book (which proposed a system of manage-
ment founded on the allocation of Individual Transferable
Quota for all major commercial fisheries in New Zealand),
catalysed the opportunity for change and were critical in
framing the dialogue around the development of a Quota
Management System. These documents were released in a
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social and political context in which New Zealand was shift-
ing from a centralized government-management approach
to a more market-based economy. The combination created
interest and receptivity within government and industry for
a different approach to fisheries management. (Section 2a)

The broader governmental, economic, and fisheries
context as well as previous incremental fisheries man-
agement measures matter for how the introduction of a
Quota Management System will be received by stakehold-
ers. Before the QMS was introduced in 1986, New Zealand
already had some experience with fisheries management
measures that limited fishing capacity and increased se-
curity of access. Concerns about overcapacity and overex-
ploitation of inshore fisheries led to several efforts to limit
the number of commercial fishers, including a moratorium
on new entrants in 1982 and the cancellation of permits

for part-time fishers in 1983. Leading up to the introduc-
tion of the QMS, the New Zealand government allocated
fishing rights in the EEZ to encourage domestic companies
to expand into deepwater fisheries. By first introducing
management measures meant to address overcapacity and
overexploitation, and subsequently using individual quotas

as a tool to regulate foreign-take and encourage domestic
fishing in deepwater fisheries, New Zealand was primed to
extend the QMS to inshore fisheries. Additional pre-QMS
events had important and ongoing implications for its initial
acceptance and future operation. (Section 2a)

The Quota Management
System’s Design

B A Quota Management System's design should accom-
modate system evolution over time; hence, processes and
timescales for system review and evolution need to be
considered. Implementation of the New Zealand QMS has
evolved considerably over its 30-year history, with almost
every aspect of the system experiencing some change.
Currently in New Zealand, there continues to be robust
discussions about the further evolution of the QMS through
both Government-sponsored processes and a range of
stakeholder initiatives. However, because the QMS was
established from the onset as a system of rights issued in
perpetuity and later became a system that was used to
recognize the rights of New Zealand's indigenous people,
its fundamentals are not the subject of regular review.
(Sections 2b, 3)

B Clear management objectives need to be set to guide
the design and implementation of a Quota Management
System. The Fisheries Act 1996, passed ten years after the
QMS was introduced, was the first New Zealand fisheries
statute to contain an explicit purpose for governing the man-
agement of QMS fisheries: “to provide for utilisation of fisheries
resources while ensuring sustainability.” This was an important
addition to the existing QMS, yet subsequent efforts to make
its purpose operational through specific policies have not
been realized in New Zealand. In addition, because objectives
tend to incorporate societal values, and these may change
over time, explicit consideration of whether and how pro-
gramme objectives can evolve is an important consideration
of the system design. (Sections 2b, 5)
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B How many and which species are included in a Quota

Management System has significant implications for all
aspects of fisheries management. \When the New Zealand
QMS was first introduced, only 26 economically important
species (153 stocks) were included. By 2017, the QMS in-
cluded 98 species or species groups (642 stocks), including
292 stocks which were commercially undeveloped. These
stocks were introduced into the QMS with very low catch
levels to stop their uncontrolled development. The large
number and substantial variation of commercial importance
among QMS stocks has implications for overall manage-
ment costs, the amount of research required, cost recov-
ery, monitoring, and how by-catch and catch balancing is
handled. (Sections 2b, ¢, d)

Establishing geographically large Quota Management
Areas (QMAs), while simpler to administer, can compli-
cate the management of multiple stocks. In New Zealand,
quota rights are geographically bounded in QMAs. The
overlap between QMA and the geographic distribution

of fish stocks does not often coincide, and in many cases
management is further confounded because the biological
distribution of stocks is not known. While there are mecha-
nisms that enable adjustments to New Zealand QMAs, they
are not easily applied as they require re-specification of the
ITQ right. In designating QMAs, managers must balance
the need for administrative efficiency with the geographic
integrity of the stock to be managed, and they must have
mechanisms for adjusting boundaries when needed.
(Section 2a)

Processes are needed for dialogue and joint problem solv-
ing when there are multiple fishing sectors (e.g. commer-
cial, recreational, and customary) managed under differ-
ent systems. In New Zealand, commercial, recreational,

and customary fisheries are each managed under different
systems and there are limited processes in place that enable
dialogue, collective problem solving, and voluntary trade-
offs between sectors. This has resulted in conflicts over
multiple aspects of fisheries management, including where

Section 1:
Insights and Lessons from the New Zealand Experience

stock biomass targets should be set, how allocations are
made in shared fisheries, and solutions to localized deple-
tion. (Section 2b)

A strong quota right can result in a relatively high eco-
nomic value for quota and a range of other benefits. It can
also create a contentious interface between quota holders
and other users of marine space and resources. In New
Zealand, the quota right is considered strong (based on

its exclusivity, duration, flexibility, quality of title, transfer-
ability, divisibility, and incorporation into the government'’s
treaty settlement with the Maori) and has high value. It has
therefore been important in New Zealand that impacts on
quota rights from proposed and actual uses of the marine
space (e.g. marine reserves, marine farming, and sea-bed
mining) be explicitly addressed. Government actions that
are perceived to weaken the right (e.g. increased harvest
allocations to other sectors, some spatial restrictions, and/
or the declaration of marine reserves) have sometimes been
the subject of court challenges. (Sections 2b, 3, 5)

Fishing vessels in the
Nelson Harbour
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B The basis for initial quota allocations (i.e. proportional B The integrity and acceptability of newly introduced

A blue cod on the

seafloor

om /Spiderment

vs. fixed tonnage) has significant implications for which
entity (government or quota owner) absorbs costs and
benefits when fish stock size changes. In New Zealand,
initial allocations of quota were made as a fixed tonnage
of a stock. This meant that Government directly absorbed
the benefits (through auctions of quota for new or ex-
panded stocks) and costs (catch reductions were imple-
mented via Government buyback schemes funded through
central taxation). The introduction of proportional quota
in 1990 moved the risks of changing stock sizes and total
allowable catches to quota holders, as the Government is
now able to implement stock rebuilding and reallocation
decisions without bearing the financial responsibility for
reductions in allocated fish to quota holders. (Section 2b)

quota systems depends, in part, on clear objectives and
allocation criteria that are perceived as fair and can be
supported by accurate and transparent records. In New
Zealand, the approaches taken for initial quota allocation
ininshore and deepwater fisheries were different. Inshore
quota was allocated based on catch history recorded for
a three-year period prior to the introduction of the QMS
and an appeal process was implemented whereby fishers
could initiate a review of their allocation. Because part-
time fishers were excluded from commercial fishing in
1983 they did not receive quota and therefore received no
compensatory financial benefit when leaving the industry
(whereas full-time fishers received an asset which they
could realise on retirement). For deepwater fisheries, there
was little controversy over quota allocations as they were
made based on “Enterprise Quotas” that had been given
to New Zealand companies fishing offshore beginning in
1983. With the introduction of the QMS, almost half of
the deepwater quota was allocated to New Zealand's top
12 fishing companies with the remainder auctioned by
Government. (Section 2b)

Under a Quota Management System, consolidation of
quota will likely occur to the maximum extent allowed
under the rules. Instituting transferability will lead to quota
trading and consolidation and may shift the distribution of
costs and benefits. Currently, while some 2,200 individuals
and companies now own quota as part of the QMS, eight
companies own roughly 75% of quota and many harvesters
own no quota. Although quota ownership may consoli-
date, it does not always result in benefits accruing to fewer
people, although the beneficiaries differ. In New Zealand,
iwi ownership of quota and publicly-held corporations have
enabled certain benefits and value to be dispersed to large
numbers of iwi members and stockholders whereas har-
vesters are receiving a much smaller portion of the overall
value. (Section 2b, 6b)



Learning from New Zealand's 30 Years of Experience
Managing Fisheries under a Quota Management System

B Devising an efficient, cost effective catch-balancing sys-

tem is essential to the operation of a Quota Management
System. When the QMS was first introduced in New
Zealand, fishers were required to secure quota for all the
fish they caught (both targeted and non-targeted) prior

to fishing. This changed when the catch-balancing system
was revised under the Fisheries Act 1996. Fishing under
the current QMS requires that fishers have or are able to
acquire sufficient Annual Catch Entitlements (ACE) to
cover both their targeted catch as well as by-catch of other
QMS species. Quota owners receive ACE annually. ACE can
be traded and must be obtained to balance catches on a
monthly basis, and then to balance catches fully at the end
of the year. Fishers that do not balance ACE against catch
pay a deemed value (which is essentially a fine based on
the amount of fish caught without ACE) to the government.
The changes to the catch-balancing system made obtaining
ACE a critical aspect of commercial fishing in New Zealand.
The current system places greater accountability on com-
mercial fishers to report and balance their catch with ACE
and allows for a greater number of stocks to be subject to
control. A greater number of stocks, including those that
were previously considered by-catch and went unrecorded,
are subject to reporting obligations and must be recorded
even if discarded. However, many harvesters in inshore
finfish fisheries either do not own any quota or own insuf-
ficient amounts of quota to participate in the fishery and
thus must obtain ACE, which can be costly or unavailable.
(Section 2¢, 6b)

Additional fisheries rules are required to achieve the
Quota Management System management objectives in
addition to rights allocation. A rights-based management
system sits within a wider regulatory and legislative frame-
work. In New Zealand there are many thousands of ad-
ditional rules and regulations related to fisheries, including
rules promulgated prior to the QMS system, rules under the
Fisheries Act 1996, and rules established under other acts
(e.g. the Wildlife Act and the Marine Mammal Protection
Act) that affect commercial fishing. When a quota system

Section 1:
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is introduced, a systematic review is needed to reconcile
the new system with pre-existing fisheries regulations. It is
also necessary to consider whether, and if so, how externali-
ties—particularly environmental and social impacts—will be
addressed.

Commercial fishing

: " vessel (Otakou)

hauling hoki

© Sealord Group Ltd




Learning from New Zealand's 30 Years of Experience Section 1:
22 Managing Fisheries under a Quota Management System Insights and Lessons from the New Zealand Experience

accurate information on a range of parameters including
stock biology, total harvest and other sources of mortality,
and environmental conditions is required. As uncertainty

Science and Information

B An effective Quota Management System requires setting

a Total Allowable Catch (TAC) for each managed stock increases, more precaution should be used in setting the
that is consistent with management objectives and long- TAC. New Zealand adopted a Harvest Strategy Standgrd n
term sustainable yield. Most (but not all) QMS fisheries 2008 that it uses to set the annual TAC for commercially
have a binding TAC. Where a TAC is set to manage harvest, harvested species within the QMS. The level of scientific

ég:§gg§7tgfsse/ such is the case for most QMS species in New Zealand, information available and frequency of stock assessment
Explorer) surveying _ varies considerably; larger, more valuable stocks tend to

fororangeroughy o ;Y - receive greater attention. Since data on recreational har-
© Talley's - - 3 L = vest, which is substantial for some stocks, is not routinely

. L ; : ' collected, accurate information on total harvest is lacking
in fisheries that have both recreational and commercial
harvests. Finally, science that supports setting TAC tends to
occur at a slower pace than environmental change, present-
ing constant challenges for managers and industry. Setting
the TAC conservatively may allow more “head room" in the
case of inadequate science or unanticipated environmental
changes. (Section 2b)

B An effective Quota Management System requires accu-
rate monitoring of targeted catch, by-catch, and discards
both for quota accounting and accurate stock assess-
ments. Over the New Zealand QMS'’s 30-year history,
both government and industry have made considerable
investment in catch-monitoring and reporting systems,
particularly in the deepwater fisheries. While substantial
and essential information has been collected through
existing systems which rely on self-reporting supple-
mented by limited observer coverage, there has also been
considerable debate about the accuracy yielded by the
current monitoring and accountability system. Recognizing
the opportunity that new technology can provide, such as
making it possible to collect higher quality data at lower
cost, New Zealand is poised to require electronic moni-
toring and reporting technologies on all fishing vessels in
both deepwater and inshore fisheries. These technologies
are aimed at supporting better decision making and com-
pliance. (Section 2b)
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B A result of limited budgets for science can be that the ma-
jority of science resources get directed towards high-value
species. Given the high number of species managed under
the QMS, New Zealand does not have enough resources
to carry out scientific research and assessments on all
managed species. The processes used to develop research
priorities have evolved over the years, with a risk-based ap-
proach underlying most of the priority-setting approaches.
This approach has left some lower value stocks and as-
sociated topics underfunded and unaddressed. As a result,
TACs can and have remained unchanged for many stocks
over long periods. At the same time, for many of New
Zealand's stocks where information is limited, low TACs are
set as a result of the trade-off that has occurred between
risk to the fisheries and the research cost. Globally, there
are an increasing number of low-cost assessment methods
being developed that could be useful to consider for setting

TACs for low-value stocks. (Section 2b)

B Maintaining and balancing the budget allocations for
science that are essential for fisheries management and
ocean health overall can be challenging, particularly where
costs for scientific research are charged as a fishing cost.

In New Zealand, fisheries research relevant to management
decisions and research on the marine environment more
generally are carried out through projects funded through

the QMS cost-recovery system, Fisheries Stakeholder
Representative Entities (SRE), and multiple government
ministries including the ministry responsible for managing
fisheries. Science-related cost recovery funds in New Zealand
are assessed on and largely used to support research on
major fisheries. In addition, SREs that focus on these fisheries
fund additional research on topics of particular importance to
them. This system re-enforces an underlying QMS principle
that fisheries management costs should be paid by quota
holders. However, it has also led to concern among some
New Zealand stakeholders from the academic and environ-
mental communities that public funding for basic fisheries
and marine-related research has diminished over time as a
consequence of such policies. (Sections 2b, 2d)

Implementation of the Quota
Management System

B A Quota Management System can fundamentally change
the roles of government and industry in fisheries manage-
ment, requiring each to organize differently and take on
different responsibilities. In New Zealand under the QMS,
Government sets fisheries policy, establishes maximum stock
harvest levels through setting the TAC and TACC, delivers or
contracts for research and other services essential to meeting
management objectives, and is responsible for monitoring
and compliance. After the introduction of the QMS, New
Zealand's fishing industry became highly organized and,
through a range of stakeholder representative entities and
Commercial Fisheries Services Limited (FishServe)—a com-
pany wholly owned by the Fishing Industry—, now carries
out multiple activities that are central to the operation of the
QMS including activities that are contracted by the Ministry
and others that are devolved. The latter services include . .
o ] . Scientists working on
contracted activities such as levying fees for cost recovery, is- the acoustic optical

. L. . . system, a high-
suing fishing permits, and catch balancing as well as devolved B i —

services associated with the management and operation of meffod to 'snapshot’
. . . nter-spawnin
the quota and ACE registries. (Section 4) g;pu,’at,»ﬁnﬁv i
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B Engagement in a Quota Management System by envi- B Total Allowable Catch targets should be set against

Leigh wharf and
fishing fleet

© Raewyn Peart

ronmental NGOs requires substantial resources and a
perception that such engagement is important for achiev-
ing their objectives. \While New Zealand's Fisheries Act and
the QMS call for engagement by all stakeholders, including
environmental NGOs, meaningful engagement is resource
intensive and requires significant scientific expertise. Few
environmental NGOs have had sufficient dedicated re-
sources to fully participate in the multiple processes that
are part of the QMS. In New Zealand, ENGO engagement
in QMS processes has diminished over time. Environmental
NGOs, and in some cases groups of academics, have
largely worked to influence fisheries management deci-
sions through other strategies ranging from advocacy, to
engaging in the MSC certification processes, developing
consumer guides, working directly with seafood companies,
and focusing on other pieces of marine legislation, policy,
and action. (Section 4)

explicit principals and through transparent processes.

In shared fisheries, substantial conflict among sectors is
likely if such processes are lacking. New Zealand's experi-
ence of significant conflict with the numerous, economically
important, and politically powerful recreational fishers is not
unique. Setting management targets, TACs, and allocations
(TACCs) for shared fisheries in New Zealand is highly con-
tentious and politically charged. Clear principles, complete
information on harvests by all sectors (currently there is not
a system in place for the routine reporting of New Zealand's
recreational catch), and inclusive, transparent processes re-
lated to stock rebuilding plans and how additional allowable
catch resulting from rebuilt stocks will be allocated are not
apparent, nor are there mechanisms that enable construc-
tive inter-sectoral dialogue. (Section 4, 6b)

B A Quota Management System can enable both a substan-

tial cost recovery and a high level of self-funding from the
industry. Under the QMS, the New Zealand government
was able to introduce a regime of direct taxation called
“cost recovery.” New Zealand is unique in that its cost
recovery funds a large proportion of fisheries management
costs, including funds used for research, monitoring, and
enforcement. The cost recovery framework has also stimu-
lated the industry to engage more in management in order
to develop and implement systems that reduce costs and
improve the value of services to support management deci-
sions. Cost recovery funds in New Zealand, however, are not
equally distributed nor sufficient to support science on all
stocks. Stocks with greater economic value receive greater
funding for research and monitoring. (Section 2b, 2d)

Devolution of fisheries from government to industry
requires clear, transparent, and robust frameworks that
provide appropriate checks and balances and which are
perceived to protect the public interest. In New Zealand,
cost recovery has substantially augmented government ca-
pacity. It also stimulated quota owners to develop organisa-
tions and systems that effectively take on certain devolved
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fisheries management responsibilities. There is debate

in New Zealand about the adequacy of the checks and
balances that New Zealand has put in place, and this has
affected public perceptions about the relationship between
government and industry. (Sections 4, 6b)

Maintaining public support for a Quota Management
System can present challenges for government and
industry. In New Zealand, the public’s perception regarding
the status and management of fisheries does not necessar-
ily accord with the positive reports on fisheries status from
government or international assessments. There are multi-
ple views as to why this is the case. Among the factors that
different stakeholders identify are a lack of understanding
about the QMS, its origins, and achieved outcomes; a lack
of sufficient progress on topics of concern to the general
public, such as localized depletion, environmental impacts,
and wastage; the lack of processes that build relationships
between sectors and that enable people to have meaningful
input; and changing societal values and expectations about
the marine environment. Both government and industry
have efforts underway that they believe will contribute to
addressing this issue. (Section 6b)

Effective two-way communication on new fisheries poli-
cies may reduce opposition, conflicts, and misunderstand-
ings. This requires significant and skilled investment in
meaningful outreach and engagement with those who will
be affected by the changes. The New Zealand government
has extensive formal and informal consultation processes
for changes to the QMS system, including public notices,
draft documents with substantial periods for public submis-
sions, public meetings, and drop-in sessions. Stakeholder
participation in such processes tends to be high. At the
same time, some stakeholders find the processes inad-
equate, citing the need for more substantive background
material, clearer descriptions of how policies are to be
implemented, and a format that brings different sectors to-
gether and encourages two-way dialogue. (Section 2a, 6b)

Outcomes Delivered by the
Quota Management System

Fish Stocks

B Quota Management Systems can deliver sustainable
stock outcomes. According to government data, the major-
ity of New Zealand's stocks (particularly its high-value
commercial species) are managed sustainably (defined as
within target ranges) and six fisheries (all mid and deepwa-

ter) have received Marine Stewardship Council certification.

Data-poor and low-value stocks receive less research and
management attention, making it more challenging to draw
conclusions about sustainability. In shared fisheries, achiev-
ing sustainability is challenging due to the lack of robust
information and controls on the non-commercial sectors of
the fishery. (Section 6a)

Paua shells
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B A Quota Management System can provide, but does not Fnvironmenta | Im pa cts

necessarily always result in, a precautionary approach .
to fishery management. There are tools within the New M A Quota Management System, on its own, does not nec-

Zealand QMS, such as the ability to prohibit fishing for essarily provide incentives to address the environmental
impacts of fishing. These impacts can potentially be ex-
tensive and include by-catch, incidental take of protected
species, impacts on the sea floor, and changes in food web
dynamics with additional regulatory and non-regulatory
approaches needed to mitigate these impacts. Fishing
under the QMS impacts other QMS species, non-QMS
species, and the broader marine environment. Scientific

particular stocks, restrict permits, or set a low TAC when a
new fishery is placed under quota management, that can and
have been used to take a precautionary approach to fishery
management and use. The latter, especially, has attracted
criticism from both NGOs and industry. The industry sees it
as a constraint on development, while environmental NGOs
see it as an insufficient measure for stock protection. Multiple
New Zealand ENGOs have argued that New Zealand 's research has documented many of these impacts—the
Fisheries Law needs to be further strengthened to require government publishes an annual report summarising

Dolphins swimming that a precautionary approach to management be used. current knowledge on the interactions between harvesting
in front of a fishing , and the aquatic environment highlighting specific topics

essel and issues—but this information has yet to be explicitly
incorporated into fisheries management decision making
(including the setting of TACs). Regulations promulgated
both under the New Zealand Fisheries Act and other
legislation, as well as voluntary actions by industry, have
worked to mitigate some impacts, but others remain
unaddressed. There are insufficient data to assess the full
ecological impacts of commercial fishing on New Zealand's
coastal and open ocean ecosystems and a comprehensive
assessment of the cumulative impacts of commercial fish-
ing under the QMS on New Zealand's marine environment
has not been done to date. (Section 6a)

B Since a Quota Management System operates within a
larger ecosystem context, the integration of Ecosystem
Based Management (EBM) principles into management
decision-making processes requires explicit attention.
The New Zealand Fisheries Act 1996 does not explicitly
require or provide for an ecosystems-based approach to be
applied to fisheries management. The consideration of the
ecosystem effects of fishing are, however, included in its
purpose and principles. Currently, New Zealand still lacks
a formal policy or plan setting out how ecosystem effects
are to be included in management decision-making pro-
cesses. In contrast, New Zealand's Conservation Services
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Programme has a formal legislative and funding framework
to undertake research into, and mitigation of, the impacts
of fishing on protected species which has proved effective
in focusing attention on the issues and changing behaviour
to reduce impacts. Hence, when designing a QMS, con-
sideration needs to be given to how an ecosystems-based
approach will be integrated into the system and what
provision will be made for it in legislation. (Section 6a)

M Fishing activity impacts—and in turn is impacted by—the
condition and management of the broader marine envi-
ronment; hence, other relevant marine legislation needs
to be considered and mechanisms established for critical
fish habitat protection and restoration when designing
a fisheries management system. Since the enactment of
the New Zealand QMS, the marine legislative and policy
context in New Zealand has become ever more complex,
and finding constructive ways to harmonize the QMS
with other legislation that affects spatial use of marine
ecosystems is a work in progress. Over this same period,
the protection and restoration of habitat important for fish
productivity, especially in inshore areas (e.g. sea grass beds
and shellfish beds) has received limited focused attention.
(Section 5)

Social and Economic Impacts

B A Quota Management System can increase the economic
value of New Zealand fisheries and change how and where
value and benefits are distributed amongst stakeholders.
Efficiency and sustainability gains have driven significantly
increased economic benefits derived from fishing since
the QMS was established. This has come through capacity
reductions and technology improvements in the value chain
and has inevitably resulted in a reduction in the number
of active vessels and a restructuring of the industry. It has
also shifted beneficiaries from primarily fishers to a broader
range of groups, including iwi, large fishing companies, and
shareholders in public enterprises. (Section 6b)

B Transferable Annual Catch Entitlements (ACE), which

Section 1:
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yn Peart

are traded separately from quota, enable quota owners
to obtain an annual cash flow from their quota asset and
for non-quota owners to participate in the fishery. The
ownership of and trading in ACE is central to how the New
Zealand QMS operates. Having the right amount and mix
of ACE is essential for fishing on targeted species as well
as for being able to balance what is actually caught and
avoid having to pay a “deemed value"” fine for catch not
covered by ACE. Access to ACE is a challenge for some
independent fishers. At the same time, some iwi that re-
ceived quota under the Fisheries Settlement have chosen
not to engage directly in the fishing industry, but rather
use their quota and resulting ACE to generate income for
the iwi. (Section 6b)
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B A Quota Management System can lead to restructur- (MIOs) that were required in order to receive the quota
ing of the industry away from smaller owner-operated settlement. As revenue has been generated via different
businesses to larger, vertically integrated commercial aspects of the settlement (e.g. leasing ACE dividends from
operations as quota ownership consolidates through trade Maori-owned Seafood Companies), significant investments
and seafood businesses develop. This, in turn, can lead to have been made by iwi in important cultural and social assets
communities losing once important business and employ- such as Marae construction, language schools, scholarships,
ment opportunities. Social impacts on communities that and employment training. (Section 3, 6b)

“lose” fishing businesses can be lessened when there are
other economic opportunities for fishers exiting the indus-
try. Opportunities for coastal communities to develop other

Indigenous Rights

industries, such as tourism, can be effective in lessening B The Quota Management System provided a vehicle for the
socioeconomic impacts. (Section 6b) recognition of rights not possible under open access. The
QMS has served to address and reinstate the fishing rights
M Fishing rights that were allocated to the Maori under the of New Zealand's indigenous population (Maori) that were
Quota Management System have served to boost institu- specified by treaty. When establishing a rights-based fisher-
tional development of iwi (tribal structures) and enabled ies management system, there must be full consideration
funding of culturally important activities. Substantial capac- of existing rights, treaties, and/or other traditional systems.

Marae (Maori

G ity was built with the creation of Mandated Iwi Organisations When the quota right was recognized by the treaty, it also
Roforua _ increased the security and property rights of other quota
© iStock.com/ 1 owners. (Section 3)

Cmfotoworks

B The Quota Management System resulted in different
management regimes for the multiple aspects of tradi-
tional marine resource use. Resource use by indigenous
populations traditionally does not distinguish between
commercial, recreational, and customary use, yet the gov-
ernment created separate management systems for these
different uses. The QMS only settled the commercial rights
of the M3ori, and the separate management systems make
it challenging to manage shared fisheries. (Section 3)

B Continued engagement, advocacy, and investment by
the Maori is considered essential for safeguarding and
strengthening indigenous rights and co-management
under the Quota Management System. Through TOKM, a
Maori-wide organisation, a far-reaching strategic plan has
been developed that focuses on the opportunities and chal-
lenges that lie ahead if the Maori are to receive and retain
the full benefits of their Settlement. (Section 3)
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SECTION 2

The New Zealand Quota
Management System

Section 2a:
The Context for the
Introduction of the Quota

Management System into
New Zealand

Prior to 1840, the Maori were the sovereign people of New
Zealand and consisted of around 85,000 individuals (Bargh,
2016). The Maori had long-standing fisheries institutions and
utilized fisheries for commercial, cultural, and recreational
purposes. Seafood, or kaimoana, was a critically important
part of the Maori diet in New Zealand, as few large land-
based animals remained as a source of food after the first two
hundred years of Maori settlement. Coastal tribes laid claim
to fisheries in coastal areas offshore of their land as part of a
complex web of harvest rights developed over generations.

Fish was eaten fresh or dried and was actively traded be-
tween coastal and inland tribes (Johnson & Haworth, 2004;
McClurg & Arbuckle, 2009).

In the 1800s, as the European population flourished in New
Zealand, it became more and more evident that the settlers’
relationship with the Maori was in need of governance. To
attend to this challenge, British and Maori representatives
signed the Treaty of Waitangi in 1840. This treaty estab-
lished the British Crown as the sovereign of New Zealand
but ensured that the Maori would retain 'tino rangitiratanga’
(authority) over their resources, including fisheries resources.
The treaty formalized a partnership between the two peoples
occupying New Zealand (Bargh, 2016). However, the part-
nership envisioned by the Waitangi Treaty was not realised
until 152 years later with the settlement of Maori owner-
ship claims to their fisheries. This is the subject of Section 3.
Under the colonial government, fisheries were largely man-
aged under an open access, ‘free for all’ regime established
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in British common law (Scott, 2008). Targeted regulation
was implemented by central government for resources under
pressure, such as oysters. The New Zealand government
established its first Fisheries Act in 1908, further negating
the Maori rights acknowledged in the Treaty of Waitangi. The
open access regime established by the 1908 Fisheries Act
largely persisted through to the mid-1980s, although some
efforts were made to introduce restricted licensing in inshore
commercial fisheries in the 1930s with the passage of the
Industrial Efficiency Act of 1936. This licensing regime was
refined further between the mid-1940s and 1963 (Johnson &
Haworth, 2004).

Expansion of New Zealand fisheries in
the 1960s and 1970s

In 1963, New Zealand's territorial sea extended seawards for
3 nautical miles (nm). Beyond this mark, deepwater fisheries
were predominantly harvested by foreign vessels. In 1965,
the territorial sea was increased to 12 nm, accompanied by a
rapid expansion of the New Zealand inshore fishing industry,
which doubled between 1963 and 1973 (Leal, 2010). The
deepwater fishery operating beyond the expanded territorial
sea emerged as a new area of government concern. At the
time, New Zealand's capacity to utilise the deepwater fishery
was non-existent (Johnson & Haworth, 2004), with catch
expansion in the deep water throughout 1977 almost entirely
driven by foreign fishing efforts (Clark & Duncan, 1986). By
the time New Zealand claimed authority over the 200-mile
exclusive economic zone in 1978, about seventy percent of
New Zealand production was being sent to Japan, the USA,
and Europe. But oversupply, particularly in the Japanese mar-
ket, was depressing prices and putting pressure on rapidly
expanding capital investments in vessels and processing
capacity (Johnson & Haworth, 2004). At this time, harvest-
ing of deepwater and mid-depth species, such as hoki, squid,
and orange roughy, continued to be predominantly licensed
to foreign fleets.

Section 2: The New Zealand Quota Management System

Section 2a: The Context for the Introduction of the Quota Management System into New Zealand

During this period, a private sector-led entity called the Fishing
Industry Committee argued successfully that the regulatory
framework had stifled the growth of the New Zealand fishing
industry and its ability to compete internationally. The head of
this group became the Minister of Marine in 1963, from which
point the Fishing industry Committee became a governmental
organisation called the Fishing Industry Board. Recognizing the
Fishing Industry Committee's criticisms, the government re-
moved licensing restrictions in 1964 and implemented a series
of subsidies to develop capacity in the New Zealand fishing
industry (Johnson & Haworth, 2004).

Overfishing of Inshore Fisheries and
Passage of the Fisheries Act 1983

Until the mid-1970s, inshore fisheries management was
governed by a licensing system and was regulated largely
through gear restrictions and by confining fishers to certain
areas. The long-standing 1964 government programme of
providing tax breaks, grants, allowances, and other invest-
ment incentives to promote fishing caused an influx of subsi-
dized new entrants into the inshore fisheries. This resulted in
over-capitalization in the fishery and severe stock depletion
of key inshore fisheries, such as snapper.

Sharp (2005) reports that by 1981 some 42% of catch was
taken by large inshore trawlers over 59 feet in length with
little or no profitability (Leal, 2010). In Hooked: The Story of the
New Zealand Fishing Industry (2004), Johnson and Haworth
record the state of the key inshore snapper fishery in 1983

as follows: “From peak recorded landings of 17,700 mt at all
ports, snapper landings had fallen to 12,000 mt in 1980 and
1981. By 1983, ... snapper landings had fallen to 8700 mt."

A large proportion of this catch, about 6500 tonnes, was
recorded as caught in the SNAT fishery (see Figure 2).

By the mid-70s, industry was pushing for government con-
trols over fishing efforts. The inshore industry in New Zealand
faced a fish stock calamity in the making. In response, the
government passed legislation in 1977 to establish “controlled
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fisheries.” In the face of increasing concern from both recre-
ational and commercial fishers, a series of moratoriums and
controls were issued over the following years, culminating in a
1982 moratorium over all new entrants to the inshore fishing
industry for all species (Bargh, 2016; McClurg & Arbuckle,
2009).

Within this context, a new Fisheries Act was introduced in
1983. The 1983 act provided for the development of fisheries
management plans based on regulations and input controls to
address fisheries problems (Leal, 2010). In addition, the new
act cancelled 2,260 “unused” or “part-time” fishing permits
without compensation, which represented about 46% of
permits issued at that time (Johnson & Haworth, 2004). The

timing of this change coincided with changes in New Zealand's
taxation rules making the cash sales that were key for many
part-time fishers no longer viable. While the removal of part
timers was aimed largely at removing catching (or potential
catching) capacity, it proved to have minimal actual effect on
reducing overall fishing efforts (Johnson & Haworth, 2004).
The removal of part-time fishers did, however, significantly
affect future QMS allocations for inshore commercial fishing
and had a significant impact on many fishers and their families,
particularly among the Maori (Bargh, 2016).

The dislocation caused by the removal of part-time fishers would
be remembered in the debates leading up to the establishment
of the QMS as well as in the Maori legal challenges that followed.

FIGURE 2. Historical catch of snapper in New Zealand's key snapper fishery showing historical
events of subsidy introduction, part-time fisher exclusion, and QMS introduction
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To this day, the blunt application of this measure has had reper-
cussions for fishers from all sectors. This is because there was
little distinction between recreational, customary, and com-
mercial fishing before part timers were removed. Recreational
fishers, for example, could also catch and sell fish as part-time
fishers. Likewise, many Maori fished part time to supplement
other income as well as providing for their own needs. The man-
ner in which the QMS was introduced, based on commercial
catch history after the removal of part-time fishers, entrenched
the distinction between the harvesting rights of differing sectors.
Harvests taken for recreational and customary purposes were
redefined as fish taken for purposes other than sale and were left
to be managed under existing regulatory measures.

New Zealandisation of Deepwater
Fisheries

Deepwater stocks followed a different trajectory leading up

to their introduction into the QMS. They were influenced

by the United Nations Law of the Sea (UNCLOS) negotia-
tions, which culminated in the establishment of the exclusive
economic zone (EEZ) in 1978 and the ultimate ratification

of the UNCLOS. With the EEZ established, the government
introduced a policy of “New Zealandisation” to encourage
New Zealand seafood companies to invest if they wished to
operate within the EEZ. This included loans for vessels and
processing facilities and the development of export markets.
Import taxes were waived on foreign-bought vessels. Aligned
with this investment goal was an active government policy that
facilitated New Zealand companies to establish joint ventures
with foreign fishing companies to fish within the New Zealand
EEZ (i.e. outside of the 12 nm Territorial Sea). Government
extended benefits to joint-venture companies, treating them
as domestic enterprises and granting them preferential access
to fish in the EEZ. Foreign companies scrambled to satisfy the
joint-venture provisions and secure these benefits. In con-
sequence, New Zealanders were quickly integrated into the
crews of foreign vessels and more fish were landed in New
Zealand for processing. Direct fishing by foreign fleets rapidly

Section 2: The New Zealand Quota Management System
Section 2a: The Context for the Introduction of the Quota Management System into New Zealand

Impact of Part-Time Fisher Removal on Maori

The Waitangi Tribunal recorded the impacts of the 1982/83 decisions to re-
move commercial part-time fishers on the Muriwhenua people, a group encom-
passing the five Maori tribes located in the far north of New Zealand: “Maori
objected but to no avail. For the Muriwhenua people it meant simply that the
whole of 'their’ fisheries were invaded, as both small and large operators worked
their way north to the extensive Muriwhenua coastline... it was essential for the
Muriwhenua people that they should seek to survive as individual fishermen
within the alternative fishing regime that was imposed. Their livelihoods, fami-
lies and communities depended upon their doing so. In the time honoured way
however, they were part-timers, sharing commitment between their ancestral
lands and seas. So it was that the Muriwhenua Maori lost not only ‘their’ fish to
outside fishermen, as the grounds they had nurtured for centuries were largely
fished out, but their fishing livelihoods too, and their ancient association with
the seas was virtually ended” (Waitangi Tribunal, 1988, p. xviii).

declined as joint ventures were integrated into the domestic
industry. In these early days, however, foreign fleets continued
to provide the infrastructure needed to fish deepwater zones.
Under this policy, the value of exports increased five times in
as many years beginning in 1979 (Leal, 2010).

The allocation framework that was instituted, giving prefer-
ence to domestic and joint-venture companies over foreign
companies, resulted in New Zealand's first ever catch limits to
regulate foreign take. The limit was calculated as the differ-
ence between domestic and joint-venture take and sustain-
able yield; there was no corresponding catch limit set to limit
domestic take (Connor, 2001b; Johnson & Haworth, 2004).
Development of New Zealand's deepwater fisheries in the
EEZ was so successful that Government introduced quotas,
termed “Enterprise Quota,” for each of the main deepwater
species in 1983. These quotas were the forerunners to the
QMS. Enterprise Quota were allocated to companies who had
existing vessels, processing facilities, and catches of deepwater
species. In 1986, these quota were transferred into Individual
Transferable Quota under the new QMS.
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To summarize, New Zealand commercial fishers and companies The Economic and POlItICal Context

were reluctant to invest in costly equipment required in deep- . . ,
water fisheries without some kind of security of access to the in Which New Zea | and’s Q uota

stocks that were also being fished by foreign fleets. Enterprise Ma nagement System was Introduced
Quota, a forerunner to the QMS, were first introduced in 1983
to provide this security and incentivize entrance of New Zealand
actors into the deepwater fishery. This system, known as

By 1984, after years of economic intervention aimed at
subsidizing primary industry development and implement-
ing “think-big,” centrally driven projects, New Zealand faced

“deepwater enterprise allocations,” was introduced for seven both a constitutional and currency crisis. The Fourth Labour
deepwater fish species (Sharp, 1997). Thus, the individual quota Government, headed by Prime Minister David Lange, rose to
system was initially utilized not as a sustainability control to ad- power swiftly in a snap election and immediately introduced
dress over fishing but to enable economic development of New extensive economic and institutional reforms. Just as for-

A fishing trawler at Zealand-based infrastructure in deepwater fisheries. mer Prime Minister Margaret Thatcher of Great Britain and
port in Auckland . President Ronald Reagan of the United States sought to foster
© Raewyn Peart ¥ 1 free-market changes, so too was the Minister of Finance of

v I'!I'\'\', ||||' L qr _. | { | New Zealand, Roger Douglas, pursuing a free-market agenda:

Hu I'I'-.\l =g : = - b : ] "Rogernomics.”

||1.',‘|!'!.'||'L: 'I.II|| |I

b P 15 e i - : - . Inavery short span of time, and arguably more comprehen-

' ‘H-':_ w1 - aiisgn : sively than elsewhere in the world (Douglas, 1993), New

41 - ! Zealand changed from a system of centralized government

control to a market-based economy. The government floated
the New Zealand dollar, removed import controls, lowered tar-
iffs, removed agricultural subsidies, reduced central spending,
reformed the public sector, and changed the tax system. The
shift in government policy during this period was so dramatic
that some commentators have described it as a political and
economic “revolution” (Boston, 1987).

lI|I '| 11|

It is easy to attribute the QMS in New Zealand to the Fourth
Labour Government and the free-market policies aimed

at privatizing state assets. Indeed, it could not have been
implemented as extensively and rapidly as it was without the
economic shift that this government oversaw. It is important
to note that the QMS's initial design was supported by two
consecutive governments and evolved as a practical response
to wider global and national economic pressures in addition
to a series of specific economic and environmental factors
impacting the fishing industry. It was this combination of cir-
cumstances that underpinned the QMS introduction process.
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Principles for improved fiscal and public-sector accountability in
New Zealand were also introduced as part of several “free-mar-
ket” reforms passed into law in the 1980s.! This new legislation
established the framework for public-sector fiscal account-
ability by making Ministers (rather than departmental heads)
directly responsible for appropriation expenditures, expressed
as defined “outputs,” that were to be delivered by a Ministry or
Department.

This fiscal framework increased Ministers'
accountability for public expenditure, but
also increased the level of political engage-
ment in fisheries management by linking
Ministerial/Government political priorities
to departmental expenditures on regula-
tory processes. In fisheries, these processes
included setting the Total Allowable Catch
(TAC) and Total Allowable Commercial
Catch (TACC) as well as setting cost recov-
ery levels and research and enforcement
priorities. As will be described in Section 2d,
the “outputs” defined to determine budgets
for activities such as fisheries research and
enforcement became particularly impor-
tant to the QMS because they defined the
Crown's expenditure relative to services that
would be cost-recovered or delivered under
devolved-service delivery approaches in the
future.

By 1984, under the new economic and

institutional agenda described above, the

Fisheries Act 1983 was no longer consid-
ered adequate for the effective management of fisheries given
the track record to date. As a result, the government, backed by
industry leaders, moved to fast track a reform based on quota
management to be applied across all major commercial fisheries
in New Zealand.

1. The Official Information Act 1982, the State Sector Act 1988, the Public Finance
Act 1989, the Reserve Bank Act 1989, and lastly the Fiscal Responsibility Act 1994

Section 2: The New Zealand Quota Management System

Section 2a: The Context for the Introduction of the Quota Management System into New Zealand

Consultation on the proposal to introduce the Quota
Management System centred around two policy documents.
The first, a 1983 discussion paper on future policy for the inshore
fishery known as the “Green Book,” documented the perilous
state of inshore stocks, the economic overinvestment in fishing
capacity, and the need for urgent action. The "Green Book”
proposed options for reform that were split between pursuing a
government-run fisheries management plan model, accompa-
nied by a government buy-back of effort, or the implementation
of a quota management system (QMS). Of the two options, the
QMS was viewed as a more effective and faster response. The
second document, known as the “Blue Book” (1984), centred on
a proposed policy for the inshore fishery and included a rudi-
mentary design for a system of management founded on the
allocation of Individual Transferable Quota (ITQ) for all major
commercial fisheries in New Zealand. Key features of the “Blue
Book” proposal were that initial quota would be a fixed ton-
nage allocation, with allocations made to fishers based on their
historical catch records. Catch reductions under this system
were to be implemented through a buy back scheme funded
through central taxation. This set an initial incentive framework
that placed both the responsibility and the onus on Government
for setting and adjusting sustainability measures, such as total
catch limits and other regulatory controls. It also provided a
degree of flexibility in the use of quota rights once allocated,
such that fishers could determine, within these limits, when and
how they could go about the business of fishing. At the time,
concerns raised by industry about the new system focused on
the fairness of the criteria used for establishing catch history and
future quota allocations and the need for compensation for lost
access (Johnson & Haworth, 2004).

Introduction of the Quota
Management System (1986)

The Quota Management System was fully introduced in 1986
as an amendment to the Fisheries Act 1983. The original deep-
water quota set under the 1983 act was transformed to trade-
able property rights granted in perpetuity. Inshore fisheries
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were brought into the system with an initial 26 species and

the expectation that further species would follow. While the
Fisheries Amendment Act of 1986 did not specifically state the
purpose of Individual Transferable Quota (ITQ) based manage-
ment, Crothers (1988) observed that the QMS was initially
introduced with two main aims:

B Conservation: to limit catches that will result in maximum
production from the stock.

B Allocation: to maximize efficiency and the net economic
return to the nation.

Thus, the initial QMS design in New Zealand was primarily
aimed at the rationalization of fishing efforts and the introduc-
tion of output controls within the commercial catch sector.

It relied on other laws and regulations to address the effects
of fishing on sea bird and marine mammal populations and
marine habitats (Pearce, 1991). Rather than being a compre-
hensive management system, the QMS was introduced as a
supplement to the existing, centrally planned regulatory frame-
work. It was an extension to, and was defined by, decisions
already made to limit access under regulation and through
other environmental legislation.

The existing regulatory framework and its specific regulations
were left largely unaltered, and many remain largely intact to
this day. They have also been added to, with the number of
fisheries regulations doubling from around 4,000 to 8,000
since the QMS was introduced (Walshe, 2010).

Under the initial QMS, quota was allocated as a fixed amount
of fish (tonnage) that a quota holder was allowed to harvest.
This approach kept both the responsibility and authority

for management, as well as the financial consequences of
management decisions, within Government. In other words,
Government could auction unallocated quota, but needed to
compensate fishers (buyback quota) if the status of a par-
ticular fish stock was unable to support the harvest of all the
quota that had been allocated. Yet "Buy-backs” were expensive
for Government (Sharp, 1997), so it sought to recover some

economic value through the establishment of a resource rent
tax on quota. Resource rentals were set at specified rates on
each ton of quota held or each ton of non-QMS catch taken.

By 1987, 29 species had been introduced into the QMS based
on commercial fisher catch history and with consideration to
fishers’ commitment to, and dependence on, fishing. Further
introductions were put on hold, however, pending the outcome
of Maori litigation which challenged the allocation process of
the QMS over the Maori's right to the “exclusive and undis-
turbed possession” of fisheries resources guaranteed under
the Treaty of Waitangi. This litigation also brought into debate
whether the Crown had the right to recover resource rentals
given that fisheries resource ownership, and by association the
right to collect rent from that ownership, was in dispute. (See
Section 3 for more details on Maori rights and the QMS).

In 1990 the Government changed its quota allocations from
fixed tonnage quota to proportional quota (i.e. a fixed pro-
portion of the annual Total Allowable Catch). As discussed

in more detail below, this was significant because it shifted
the consequences (both positive and negative) of changes in
stock abundance away from Government to the quota owners
themselves. Linked with the change to proportional quota was
the introduction of Annual Catch Entitlements (ACE), giving

a quota holder the right to take a certain weight of a fish stock
during a fishing year.

Parliament buildings
in Wellington

© iStock.com /brians101
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Section 2b:
Key Components of the
Quota Management System

The New Zealand QMS as it exists today has evolved signifi-
cantly since its inception in 1986 to become a more complete
system of fisheries management. It has expanded its scope
with extensive changes to its administration and by increasing
the number of species managed. From managing 26 species in
1986, it now manages 98 species or species groups comprised
of 642 stocks. Understanding the key components of the
QMS, the changes over time, and the context in which these
changes occurred is the focus of this section.

The key components of the QMS include: the Individual
Transferable Quota (ITQ), the Annual Catch Entitlement

(ACE), the Total Allowable Catch (TAC), and the Total
Allowable Commercial Catch (TACC). These components
interact and depend on each other; understanding the nuances
of each as well as how they have changed over time is critical
to fully comprehending the New Zealand QMS. The box below
briefly describes these key components and Table 1 summa-
rizes the most significant changes between the original 1986
QMS and the system today (2017).

Objectives of Fisheries
Management under the Quota

Management System

When the QMS system was first introduced, the objectives

for the system were not made explicit. This changed with the
Fisheries Act 1996, which was the first New Zealand fisheries
statute to contain an explicit purpose: “to provide for utilisation

Key Components of the Quota Management System

Individual Transferable Quota (ITQ): Originally, in 1986, the
ITQ was a right to harvest a defined tonnage of fish (a quota)
within a defined geographic area. The quota was an asset that
was owned in perpetuity and was divisible and tradeable sub-
ject to minimum and maximum ownership limits. Over time,
the quota evolved to represent a share in the fishery expressed
as a perpetual right to generate an annual catch entitlement set
within a defined area. Quota ownership is now registered and
can be caveated and mortgaged.

Annual Catch Entitlement (ACE): This is a catch right that
gives a quota holder the right to take a certain weight of a fish
stock during a fishing year. Each quota holder receives an ACE
annually. ACE is allocated proportionally based on the number
of quota shares held at the beginning of each fishing year for
each stock managed under the QMS. ACE rights are traded
independently of quota shares once they are generated.

Total Allowable Catch (TAC): The TAC is set for a particular
fishery, generally for a year or a fishing season. The legislation
requires TACs to be set at or above a level that can produce
Maximum Sustainable Yield (as qualified by economic, en-
vironmental, and other factors) and are usually expressed in
tonnes (mt) of live-weight equivalent or in terms of numbers
of fish. In the New Zealand QMS of 1986, the TAC was set
for commercial catch after allowing for non-commercial
interests. Since then it has changed to account for all fishing-
induced mortality, including recreational and customary non-
commercial catch as well as discards and illegal harvest.

Total Allowable Commercial Catch (TACC): A TACC is a
catch limit that is set just for the commercial catch in a given
fishery for a year or a fishing season. The TACC is never set
higher than the TAC.
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taeLe1. Main Attributes of the QMS as Originaly Introduced (1986) in Comparison with 2017

QMS attribute
Quota right

Quota allocation

QMS objectives

QMS preference

Maori fishing
rights

TAC and TACC
setting

Environmental
matters

Catch balancing

Cost recovery /
Resource rentals

Public sector
accountability
and service
delivery

QM S as initially introduced in 1986

A right to harvest a defined tonnage of fish (a quota) within a defined
geographic area that was perpetual, divisible, and tradeable subject to
minimum and maximum ownership limits. Quota reductions, in large
part, were made by the government purchasing quota on the open
market.

ITQ was allocated based on a combination of recent catch history
and fisher commitment and dependence.

No explicit objectives were set for QMS management.

The QMS was established to supplement the existing regulatory and
planning processes. Only economically important stocks were placed
under QMS management.

Maori fishing rights were not recognized in initial ITQ allocations.

TAC was set for commercial catch after allowing for non-commercial
interests.

No explicit environmental purpose or principles were set for QMS
management.

ITQ and a fishing permit were required to fish commercially. Catch
had to be balanced against quota held. ITQ had to be held in advance
of fishing. It was an offence to catch fish in excess of 10% of ITQ held.
Over-catch of up to 10% had to be counted against future ITQ or in
some cases could be balanced against ITQ from associated species.

Costs of management were fully paid for by the Crown. No costs
were recovered. Resource rentals were payable at specified rates on
each mt of quota held or each mt of non-QMS catch taken.

Public sector accountability in the State Services was separate from
Ministers. Provision of policy and delivery of supporting services
was within one ministry. All fisheries administration functions and
services were delivered by an agricultural sector-wide Ministry: the
Ministry of Agriculture and Fisheries. Research was provided by a
division of the Ministry of Agriculture and Fisheries.

QMSin 2017

A share in the fishery expressed as a perpetual right to generate an Annual Catch Entitlement
(ACE) as a proportion of the Total Allowable Commercial Catch (TACC) set within a defined area.
The share is divisible and tradeable with few ownership limits, and the area in which it applies

can be amalgamated and subdivided. Quota ownership is registered and can be caveated and
mortgaged. Quota reductions resulting from TACC reductions are not compensated and quota
increases are not charged for.

20% of ITQ in all new fisheries is allocated to the Maori. Catch history, if present, now only relates
to fishing that occurred in 1991/92. Quota is allocated as a proportion of the initial TACC set and
any unallocated quota is sold by the Crown by tender.

Explicit purpose, set in law, is to “provide for the utilization of fisheries while ensuring sustainability.”
QMS is effectively the default management response to address utilization and sustainability
threats in fisheries. All stocks requiring management intervention are under QMS management.

The QMS is now subject to the full and final settlement of Maori claims to fisheries.

TAC is set for all fishing-induced mortality, including recreational and customary non-commercial
catch, discards, and illegal harvest. TACC is set no higher than the TAC.

Explicit purpose, set in law, includes “ensuring sustainability” and is accompanied by a set of
environmental principles which fisheries decision-makers must take into account.

A fishing permit, not ITQ, is the authority to fish. ITQ generates an ACE that can be freely traded
independent of quota shares. Catch must be balanced against ACE once caught. ACE does not need
to be held in advance of fishing. Deemed values are payable monthly and annually for any catch
taken in excess of ACE. Deemed values paid are treated as government receipts. Non-payment of
deemed values is an offence and results in loss of permit.

Management costs attributable to commercial fishing are fully recovered, including enforcement
costs. These costs include costs of regulatory advice, monitoring and administration, some science
and research, and enforcement (set annually). No resource rentals are payable.

Ministry chief executives are explicitly accountable for delivery of Outputs in contract to their
relevant Minister. Provision of policy and delivery of services are largely split. Policy advice functions
are delivered by a primary sector-wide ministry: the Ministry for Primary Industries. Research is
contracted out. Most research is contracted to the National Institute of Water and Atmospheric
Research which is a government-owned research institute.
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of fisheries resources while ensuring sustainability.” In this con- The N ature Of the N ew I

text “provide for utilisation” is defined as “enabling economic, .. .
cultural and social wellbeing”; the term “ensuring sustainability” Zeala ﬂd | nd |V|d Ual The New Zealand ITQ 1S

includes the requirement to “maintain the potential of fisher- Quota R|ght a strong property I‘Ight
ies resogrcei to mfet thg reasonablx foreseeg@le Qeeds of future Individually Transferable Quota (ITQ) even amongst h|gh|y
generations” and aYOId/ng, remedy"/ng or mitigating any adverse rights were initially allocated as a right developed countries
effects on the aquatic environment. to harvest a managed species (or group (OECD 2006)

, L]

of species) within a spatially defined
area known as a Quota Management |

Area (QMA). There are 10 base fishery
management areas used for setting

The significance of “providing for utilisation” is succinctly
explained in a 2001 Ministry of Fisheries policy interpreting the
purpose of the Fisheries Act:

“...'provide for utilisation’ means, in New Zealand's lib- ITQs (Figure 1), but different areas are used for some species.
eral democracy, to provide people with the opportunity For example, the mid-depth hoki fishery is defined as a single
to maximise their utility (as in the definition of ‘provide stock, hence the management area and the quota applies to
for their social, economic and cultural wellbeing’) ... This the whole of the New Zealand EEZ even though two sub-
implies that the core role for those exercising powers under ~ stocks are managed separately. For some stocks, QMAs align
the Fisheries Act is to establish the framework within with biological stock boundaries, but in other cases the QMAs
which people can make their own utilisation decisions. either include several biological stocks or only part of a stock.
This framework includes sustainability constraints and the
specification of property rights of those entitled to utilise Under the initial QMS, quota was allocated as a fixed amount
fisheries resources.” of fish (tonnage) that a quota holder was allowed to harvest. In

Freshly caught )
snapper ) o _ 1990, however, guota became proportional. The New Zealand

ITQ is a strong property right even amongst highly developed
countries (OECD, 2006). The attributes that determine the
“strength” or "quality” of a property right as described by Scott
(1988), as well as how those attributes are reflected in New
Zealand, are described below.

m /LazingBee

Exclusivity: The ITQ is a right to harvest a particular proportion
of a species (or group of species) within a specific QMA. ITQ
ownership within an area does not exclude use by other fisher-
ies sectors, such as customary and recreational, or non-fisher-
ies uses of the marine environment, such as marine reserves
or marine farming. However, such non-fisheries activities are
constrained to varying degrees where they impact fishing (see
Section 5). The extent that an individual ITQ owner can avoid
interference by other resource users in the maritime environ-
ment, as well as the exercise of powers to allocate rights away
from fishing, affects the quality of the ITQ right. Two significant
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changes have occurred to the ITQ right since it was introduced
in 1986. The first, and most notable, was the introduction in
1990 of proportional quota, which replaced fixed tonnage al-
locations. Under this change, the ITQ right became subject to
reallocation to and from other uses, most notably recreational
and customary fishing, without compensation due to changes
in how the total catch limits were set (see further discus-
sion below on TAC and TACC). Second, ITQ rights in a range
of fisheries and locations can and are becoming increasingly
impacted by other proposed uses of the marine space (e.g.
marine reserves, marine farming, and sea-bed mining) as well
as by more diffuse impacts such as habitat degradation from
land-sourced sedimentation.

Duration: Duration is measured as the length of time the
owner has the power to exercise the ITQ right. Unique to New
Zealand, the ITQ was issued in perpetuity from the outset of
the QMS. However, the Maori legal challenge to the ITQ intro-
duced some uncertainties regarding the strength of this tenure
until a settlement was reached with the Maori in 1992 (see
Section 3). The settlement allocates a share of the quota to the
Maori in recognition of their entitlement as expressly provided
for in the Treaty of Waitangi. This decision effectively rein-
forced the perpetual and enduring nature of the New Zealand
ITQ right.

Flexibility: Flexibility of the ITQ relates to the ability of the rights
holder to manage, dispose of, and receive income and enjoy-
ment from the right. Flexibility within the QMS is constrained
by a range of regulatory processes, in particular by the TAC-
and TACC-setting processes. Management still occurs largely
through government processes, although a range of efforts (see
Section 4) have been made to allow rights holders to undertake
management activities aimed at increasing ITQ value.

Quality of title: Quality refers to the strength of the ITQ right
and how secure it is against reallocation to other uses. The
move to proportional quota allocation in 1990 was arguably
a weakening of the quality of the New Zealand ITQ right, par-
ticularly in inshore shared fisheries, as it opened the door for

reallocation of fishing rights to other uses (i.e. recreational and
customary sectors). The settlement of Maori claims, on the
other hand, clearly strengthened the ITQ right, first by remov-
ing political uncertainty around the legitimacy of ITQ allocation
and second by affording the protection of the right as part of

a treaty settlement. The quality of title afforded to ITQ was
further strengthened by the establishment of a government-
guaranteed quota register improving the legal quality of ITQ
title and the ability to caveat and mortgage such rights.

Transferability: Transferability is a key attribute of property
under the QMS, as it allows for the establishment of an ITQ
market. ITQs were initially established as freely tradeable
rights, though limited to New Zealand ownership. A New
Zealand-owned corporation was defined as an entity with
75% stock ownership by New Zealand interests. Even so, the
Minister was given discretion to allow higher foreign owner-
ship where it was in the best interests of New Zealand. This
discretion was exercised to allow a 50% New Zealand owner-
ship of Sealord Limited, for example, with the remaining share
allocated to the Maori in partial settlement of indigenous
claims. The Maori settlement also brought some constraints

Rock lobster on the
seafloor

© iStock.com /apsimol
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on transferability with respect to the quota allocated to the
Maori tribes: before 1992, 10% of Maori-allocated quota could
only be sold amongst tribal groups rather than on the open
market; the restriction was raised to 20% thereafter.

Divisibility: Divisibility is a subset of transferability in that it
defines an ability to subdivide or aggregate the ITQ right. The
QMS initially allowed divisibility subject to a range of aggre-
gation limits which applied differently to each species. These
limits were more conservative in inshore fisheries, such as

riGUre 3. New Zealand’s total marine catch, including
inshore, deepwater/mid-depth, and non-QMS
catches

Catch (1000 mt) and QMS Stock Numbers

Data between 1986 to 2001 was unable to be categorized due to data
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imitations.

abalone and rock lobster, than in deepwater fisheries. Inshore
fisheries at the time were fished largely by owner operators.
The higher maximum-quota ownership thresholds in the deep-
water fisheries allowed the large companies to purchase quota
from the government and increase their holdings. ITQ rights
are now expressed as a shareholding in a fishery, defined as a
stock. One hundred million shares are issued in each stock and
no limits exist as to how share parcels can be subdivided.

Adding Species to the Quota

Management System

Throughout its history, the QMS has changed from being a
mechanism to supplement existing fisheries management to
being the prime tool applied to fisheries management in New
Zealand. Consequently, the process of allocating ITQ rights to
particular fish stocks has evolved over time. When the QMS
was established, only 26 species comprised of 153 stocks were
placed under QMS management. In 1996 the government
adopted the QMS as its preferred management system for
commercial fishing activities, thereby facilitating and encour-
aging new species to be introduced into the QMS. In 2017, the
QMS incorporates essentially all commercial fisheries requir-
ing management intervention, which includes 98 species or
species groupings comprised of 642 stocks (see Figure 3). It
is important to recognize, however, that not all stocks that are
part of the QMS system are actually harvested. Currently, 292
stocks are considered “nominal” stocks, meaning that they
have no TAC, are not harvested commercially, and have not
been demonstrated to have commercial potential.

Quota Allocation and Quota
Ownership Profile

It is important to recognize that the QMS was not introduced
into a vacuum. By 1986, government interventions in the
permitting process set the scene for the initial introduction of
26 species under the QMS. At the time, restrictions on new
entrants, the exclusion of part-time fishers in inshore fisheries
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from gaining future quota, and the establishment of individual
quotas for deepwater permit holders all influenced the devel-
opment and shape of the QMS as originally introduced. For
instance, ITQ rights in the deepwater fisheries were introduced
by simply converting the existing individual deepwater alloca-
tion allowances for seven deepwater species? (issued for 10
years) into ITQ rights held in perpetuity.

Inshore fisheries quota was allocated differently; it was done
on the basis of catch history recorded between 1981 and 1984,
Fishers were provided with an allocation based on their best
two years of catch history during that period. Resulting al-
locations could be reviewed by a quota-appeal authority, and
the initial allocations could be increased if a fisher's commit-
ment and dependence on fishing were not well reflected in the
allocation. One of the consequences of this quota allocation
process, however, was that quota allocations in many inshore
fisheries exceeded the initial TAC levels set. To partly reduce
quota to TAC levels, the government introduced a buyout
scheme. The remaining quota was then reduced proportion-
ately until the total allocations equalled the TACs set. These
reductions were not compensated, but those who lost quota
were given the first right to any future quota increases at no
cost. Ongoing quota appeals continued to impact the process
for many years to come (Lock & Leslie, 2007).

By the time the first five years of the QMS was coming to

an end, the management of fisheries outside the QMS was
becoming increasingly problematic. As QMS catch levels
declined and quota became less available, vessel owners in-
creasingly targeted non-QMS fisheries as an alternative source
of income. Fishers had also learnt that quota was of consider-
able value and looked to establish catch histories in non-QMS
fisheries, hoping for future allocations if those fisheries entered
the QMS. At the same time, as well, Maori legal claims had
only been settled on an interim basis and only covered the 172
stocks already introduced into the QMS. In an effort to control
the increased pressure on non-QMS stocks, the government

2. Total quota for deepwater allocations of 130,100 mt were allocated by species
amongst ten companies and cooperatives, with 5.5% retained for competitive fishing.

moved to place an interim moratorium on fishing permits.
While the moratorium was intended to be short term, it be-
came the foundation for the evolution of the QMS-allocation
framework legislated under the Fisheries Act 1996.

The current quota-allocation process used for adding new
stocks to the QMS is different from the original approach. The
Maori settlement, which requires that 20% of all quota in new
fisheries introduced is allocated to them, reduces the issued
guota proportionally to equal 80% of the Total Allowable
Commercial Catch. The current system also removed the
quota-appeal process, and catch history years are now set

as the two years immediately prior to the introduction of the
permit moratorium in 1992. In those instances where total
catch histories are less than 80% of the set TACC, the excess,
or "headroom,” is allocated to the Crown for sale.

Rock lobster pots
near Whitianga

© Raewyn Peart
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The Evolution of Quota Ownership

When the QMS was introduced in 1986, the total ITQ allocat-
ed was 520,901 mt, with 61% of this allocated to 1,472 permit
holders and the remainder (39%) retained by the Crown to be
sold. In deepwater/mid-depth fisheries, almost half of the quo-
ta was allocated to New Zealand's top 12 fishing companies.
In New Zealand's largest fishery, hoki, the Crown sold nearly
half of the quota initially allocated (some 116,000 mt) with a
nominal value of $53 million NZD. Significant Crown sale of
quota in other fisheries also occurred, increasing revenues to
the Crown by $83 million NZD (Johnson & Haworth, 2004).

By 1990 it was clear that major TAC reductions were re-
quired for some species in both the deepwater and inshore
fisheries, albeit for different reasons. In the deepwater

FIGURE 4. | he number of quota owners and total
quota owned by size parcels in 2016
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fisheries, boom catches associated with fishing virgin stocks
lessened over time, while quota appeals had raised quota
allocations well above the TACs and sustainable yields in
inshore fisheries. The high cost of potentially “buying back”
excess quota under the original fixed-tonnage allocation
scheme led the government to move to a proportionality-
based system under an accord with the fishing industry,
represented by the Fishing Industry Association (FIA).

This accord froze resource rents for five years and used the
income received from these rents to compensate quota
reductions. In return, the industry accepted that quota rights
would change from being fixed tonnage rights to propor-
tional shares in the TACC.

As a result of allocations and investment in quota, the
processing and market sectors of the industry, who were
also represented by the FIA, now had a direct interest in the
catching sector and its development. The large, vertically in-
tegrated companies looked to secure quota and catch rights
to underpin their investment in value-chain development
and to secure the efficiencies of scale and increased profit
promised under the QMS. For the first five years of QMS im-
plementation, the quota market was very dynamic; as many
owner operators looked to exit the market, TAC adjustments
were made (up and down) and opportunities to sell and pur-
chase quota arose as the Crown entered the quota market.
During this time, the Fishing Industry Association become
highly active in the political processes of fisheries manage-
ment, particularly around the process of setting total catch
limits and resource rents (Johnson & Haworth, 2004).

By 1996, the Crown had either sold its quota holdings or al-
located them to the Treaty of Waitangi Fisheries Commission
through the settlement of indigenous claims. Many of these
holdings were purchased by the top five companies, including
Sealord Products Ltd, of which 50% was now Maori-owned.

In total, 41% of the quota in the market remained in the same
hands it had been allocated to in 1986, 39% had been pur-
chased or allocated from the Crown, and 20% of the quota had
traded out of original hands (Clement & Associates, 1996).
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By contrast, the number of quota owners in inshore fisher-
ies decreased markedly, as catch limits in some key species
were decreased to promote stock rebuilding and sustain-
ability. In the snapper fishery, encompassing 50% of inshore
catch, some 555 of the 750 entities who were allocated
initial quota sold out. By 1996, registered quota owners in
the snapper fishery, including about 250 new entrants, to-
talled 341. While the number of quota owners was reduced
considerably between 1986 and 1996

S C from fisher owner-operators, the

In 2012, some 28%
of all quota shares in
New Zealand were
owned in trust by iwi
(Méori Tribes), owhed The Maori are now significant col-
by iwi companies, or
held in shares of New
Zealand's largest
seafood company,
Moana NZ Ltd.

number of indirect beneficiaries has in-
creased, both through the public listing
of New Zealand's second largest sea-
food company, Sanford, and through
the Maori settlement process.

lective quota owners in every marine
and freshwater species included in the
QMS, owning as much as 50% of quo-
ta for high-value species such as koura,
paua, hoki, orange roughy, squid, and
snapper (Te Ohu Kai Moana, 2017).
Overall, in 2012, some 28% of all quota
shares in New Zealand were owned in
trust by iwi (Maori Tribes), owned by
iwi companies, or held in shares of New Zealand's largest
seafood company, Moana NZ Ltd (Te Patea Whakatupu
Trust, 2014).

Between 2002 and 2016, the number of small-parcel quota-
owner entities (<100 mt/yr) declined from 1,357 to 1,205,
while the number of medium parcel (100-1,000 and 1,000-
10,000 mt/yr) quota-owner entities increased from 109 to
158. During this period, medium parcels increased in the
proportion of the total quota owned, from 15% to 22%, while
the large parcels decreased from 83% to 75% (see Figure 4).

Setting Total Allowable Catch and
Total Allowable Commercial Catch

under the Quota Management System

The Total Allowable Catch (TAC) is set for a particular fishery,
generally for a year or a fishing season. Setting and achiev-
ing a TAC that is set within prescribed sustainability limits is
at the heart of any quota management system. The require-
ment to set the TAC to produce a yield at or above Maximum
Sustainable Yield (MSY), albeit subject to a number of other
considerations, was incorporated into the Fisheries Act 1983
and became the theoretical basis of initial catch limits set
when fisheries were introduced to the QMS in 1986.

In the lead up to 1986, the status of fisheries could be loosely
categorized into two groups: deepwater/mid-depth fisher-
ies, which were under rapid development, and the inshore
fisheries, which were largely in an already overfished state.
Consequently, managers and scientists were faced with the
challenge of setting, on the one hand, TACs in fisheries where
the biomass was being fished down to an MSY level from a
virgin state and, on the other hand, setting TACs at levels that
would allow biomass of overfished stocks to recover.

Total Allowable Catch Setting in Deepwater/
Mid-depth Fisheries

At the inception of the QMS, insufficient data were available
for stock assessments of most deepwater/mid-depth stocks
(Sissenwine & Mace, 1992). Initial TACs were set largely on
landings recorded in the prior year or were based on a stock
productivity of between 5 and 15% of surveyed biomass
(where available). Catches in New Zealand's largest fishery,
hoki, were expanding rapidly, and a biomass estimate available
from acoustic surveys at the time of introduction suggested
that further expansion was possible (Johnson & Haworth,
2004). Reflecting this optimism, initial TACs were set at
250,000 mt, which was less than the 15% stock productivity
value. In practice, industry catch was well below the TAC limits
over the first five or so years of QMS management. It was not
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until 2004, following a long period of poor natural recruit-
ment, that biomass levels were fished down to near-Maximum
Sustainable Yield levels. Since then, as a result of conservative
catch limits, the biomass of the fishery has rebuilt to again be
considerably above the level that would support MSY.

Total Allowable Catch Setting for Inshore Fisheries

The initial TAC setting for inshore stocks faced a different chal-
lenge. In addition to the lack of research information needed for
stock assessments, quota allocations in almost all of the initial
21 inshore species introduced into the QMS exceeded historical
reported landings, some by a considerable margin as a result of
the process used to assign quota allocations described above
(Sissenwine & Mace, 1992; Lock & Leslie, 2007). For example,
for the snapper fishery, which accounted for 50% of inshore
catch, TACs were initially set to encompass the additional
quota allocated and were then cut back, first through a buyback
of quota and then through pro-rata re-

ductions that took several years to effect.

in the fishery” (Fisheries Ammendment Act 1990, no.29).
Importantly, the additional provisions to the law introduced an
explicit distinction between commercial and other fishing activi-
ties, making the level of commercial harvest subject to consider-
ation of these other activities. An explicit allocation for com-
mercial use under a TAC became required, whereas recreational
fishing was left under open access subject to a range of bag
limits and other regulations. Customary fishing was, for the time
being, left in limbo pending the development of explicit laws
allowing appointed Maori to issue authorisations to take fish for
customary purposes. At this point, many customary fishers con-
tinued operating under the recreational rules. The government
has interpreted the legislative requirement for TACC setting to
mean that an allowance equal to estimated recreational catch
and customary catch (as well as other mortality caused by fish-
ing) should be deducted from the TAC before a TACC is set.

Since the shift to proportional quota in FIGURE 5. Harvest Strategy Standards applied to a hypothetical fishery
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Harvest Strategy Standards: In an effort to clarify how the
government intended to undertake its TAC setting obligations,
the Ministry of Fisheries (now Ministry for Primary Industries,
or MPID), produced a Harvest Strategy Standard and associated
operational guidelines in 2008. The Harvest Strategy Standard
(Ministry of Fisheries, 2008) consists of three core elements:

B A specified management target (usually a biomass level)
around which a fishery or stock should fluctuate.

B A soft limit that triggers a requirement for a formal, time-
constrained rebuilding plan.

B A hard limit below which fisheries should be considered for
closure.

These concepts are illustrated in Figure 5. TAC levels are
set within a target range. If the “soft limit” of biomass is
reached, then the management response should be to
implement a formal, time-bound rebuilding plan with TACs
reduced accordingly. If a stock reaches a "hard limit,” then
consideration should be given to closing the fishery to allow
a rebuild. The Ministry reports annually on the status of
QMS stocks against this standard, where it is known (MP],
2016d).

The Role of Research and Stock Assessments in
Setting the Total Allowable Catch

Sufficient knowledge about the biology and status of

stocks to be managed is critical to fisheries management.
Recognizing this fact, along with the reality of resource con-
straints, processes and systems have developed over time
to prioritize, execute, and incorporate research results into
the fisheries management process over the 30-year QMS
history.

In the early days of the QMS, the core fisheries manage-
ment process involved a series of sequential steps which
occurred annually. These steps included an open planning
process which prioritised research across different fisher-
ies, contracting out the research to research providers
(usually via tender), research providers reporting back to
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Fisheries Assessment Working Groups, and consolidating
the information into an annual plenary fisheries assessment
report on the scientific status of all QMS stocks. Where the
information raised issues requiring a regulatory manage-
ment response, such as changing TAC and/or TACC levels,
advice was provided to the Minister on options which could
be taken and finalised after a public submission period. This
process is still largely followed, but with the absence of a
formalised research planning process.

Fisheries Assessment Working Groups meet throughout
the year. While their meetings are open to all stakeholders,
they are primarily attended by scientists from industry and
the Ministry for Primary Industries (MPI). In these meet-
ings, MPI and participants evaluate presentations made by
contracted research providers that might include the results

Availability of Scientific Information for Stock
Assessment

The level of available scientific information and the frequency of stock assess-
ment varies considerably between stocks, with larger and more economically
valuable stocks generally attracting more investment and management attention.
For example, for hoki, which is the most valuable commercial finfish species in
New Zealand (with total catches of around 136,000 mt), a stock assessment is
undertaken each year. For the last assessment undertaken in 2017 against a tar-
get of 35-50% of Bo, the eastern hoki stock was assessed at 60% of Bo and the
western hoki stock was assessed at 59% of Bo. This can be compared to snap-
per, which is one of the most commercially important inshore finfish species but
has much lower harvest volumes (around 6,400 mt). The largest stock (SNAT),
with a TACC of 4,500 mt, was last assessed in 2013 at 19-24% of virgin biomass
(against a target of 40%); the next largest (SNAS8), with a TACC of 1300 mt,
was last assessed in 2005 at around 10% of virgin biomass; and the third largest
(SNA2), with a TACC of 315 mt, was last assessed in 2010 with no conclusion
able to be reached on stock status. Some valuable species, such as arrow squid,
remain largely unassessed due to scientific difficulties. Arrow squid live for only
one year, spawning once before dying. This effectively means that there is a new
stock each year, so the biomass cannot be reliably predicted from historical data.
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of scientific research, catch and effort reports from commer-
cial fisheries, data from the New Zealand on-board observer
programme, and other information. Some Working Groups
also discuss possible research, but, as noted above, there is
no longer a formal process to develop research plans. Due
to resource constraints, only a small proportion of the QMS
stocks are able to be formally assessed in any one year. The
available information on all stocks is summarised in two
Fisheries Assessment Plenary Reports, which are updated

every year and are available on-line and in hardcopy upon
request.

According to MPI scientists, 77% of the 348 stocks that
were being managed in 2014 had been in the QMS for be-
tween 10 and 27 years. Yet the TACs for 57% had never been
altered and there had been two or less changes for 89% of
stocks. Only 16 of 348 stocks had experienced 5 or more
changes in TAC. “The main reasons for this is the paucity

of research and assessment information to inform quota
changes, particularly for small stocks. Therefore, implicit
constant catch scenarios are the norm and the legacy of the
initial design of the system prevails” (Mace et al., 2013).

FIGURE 6. Historical change in the Total Allowable Catch setting process is shown against the
backdrop of catches recorded in a key inshore snapper fishery, SNAT, by the commercial
sector and as estimated for recreational fishing
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Allocating Catch in Shared Fisheries

In setting the TACC, the Ministry must first consider allow-
ances for non-commercial fishing, such as recreational and
customary, as well as other mortality caused by fishing. This
amount is then deducted from the TAC. Some of the species
commonly taken by recreational fisheries are shown in Table
2, which also compares the total recreational and commercial
catches of those species for 2011-12.

For some fish stocks, the estimated recreational catch (and
therefore allowance) exceeds or is near equal to the commer-
cial catch. The recreational catches of kingfish and scallops
exceed commercial catches, while the recreational catches of
snapper and kahawai are near equal to commercial catches.
As a consequence, increased recreational catch in some key
inshore fisheries has resulted in TACC reductions and/or in
changes in the proportion of an increased TAC (due to a stock
rebuild) that is allocated to recreational fishers. For example, in
New Zealand's largest snapper fishery (SNAT1), an increasing
proportion of the TAC has been allocated, over time, towards
non-commercial catch. Figure 6 shows this change based

on reported commercial landings and modelled recreational
catch. (Modelled data are used because accurate data on the
recreational catch are not available.) Using the modelled data,
the Snapper fishery (SNAT) recreational catch is projected to
be an ever-increasing proportion of total catch. While actual
recreational catch can vary widely from year to year based

on arange of factors, it is likely to increase as stocks rebuild.
Readjustments to the TACC in the future could result in a
further increase to the non-commercial catch share of the TAC
if recreational catch continues to expand and the Minister ap-
proves higher allowance for the sector.

Stock rebuilding plans in shared fisheries are frequently a
source of conflict between sectors because commercial and
recreational fishers often have different objectives for stock
composition and biomass levels (with recreational fishers
seeking higher levels of abundance and larger “trophy” fish)
and because the same Maximum Sustainable Yield can be
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realized with different stock biomass. For example, in New
Zealand's largest snapper fishery (SNAT1), the catch reductions
wanted by recreational fishers to increase abundance (i.e. bio-
mass) could potentially come at a substantial cost to commer-
cial fishers because they would reduce TACC without neces-
sarily providing any long-term net economic benefit (since
future increases in TAC could be allocated to the recreational
sector). The law specifically exempts the Crown from having
to pay compensation for TACC reductions implemented where
catch reductions are made to ensure sustainability so there
are no explicit financial costs to Government for reallocation
(Fisheries Act 1996, Section 308(2)).

TasLe 2. Comparison of Recreational
and Commercial Catches in Important
Shared Fisheries, 2011-12

Species Recreational catch (mt) Commercial catch (mt)
Snapper 4,812 6,548
Kahawai 1,785 2,326
Blue cod 333 2,216
Red gurnard 203 3,351
Tarakihi 239 5,347
Trevally 209 3132
Sea perch 78 1108
Groper 219 1,506
Kingfish 662 235
Flatfish 59 2,865
Rock lobster 186 2,752
Paua 149 947
Scallops 185 13

As cited in Bess 2017. Source: National Panel Survey
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Section 2c:
Fishing Under the Quota
Management System

The basic elements of the QMS are described in Section 2a.
Today, one does not need to own quota to fish commercially

in New Zealand under the QMS. Rather, one needs a fishing
permit and sufficient Annual Catch Entitlement (ACE) to cover
the fish that are caught. This is an evolution of the QMS sys-
tem since its original design. In addition, all fishers
must adhere to government regulations that apply
to the fishery in which they are participating. The
previous section described the key components.
Below, we describe some of the aspects of the
QMS that directly affect how fishers fish.

is to provide a

mechanism to
reconcile catch
taken with TACC

limits and to

Balancing Catch

The purpose of a catch-balancing system is to
provide a mechanism to reconcile catch taken
with TACC limits and to monitor catch of all QMS
species whether a fish is targeted or not.

monitor catch of

all QMS species
whether a fish is
targeted or not.
|

Under today's QMS, Annual Catch Entitlement
(ACE) is the catch right; it gives the fishing permit
holder the right to take a certain weight of fish
stock during a fishing year. The amount of ACE
allocated in any year is equal to the TACC. Under
the QMS, commercial fishing permit holders must
balance their catch against ACE holdings or pay a
deemed value (or civil penalty). If permit holders do not hold
ACE, they may purchase ACE from another ACE holder in or-
der to balance their catch. It is not uncommon for quota shares
to be held by entities that do not intend to fish; rather, they use
the quota share as an asset to generate revenue by selling the
ACE generated from the quota shares to fishers who need ACE
to balance their catch.

Section 2: The New Zealand Quota Management System
Section 2c: Fishing Under the Quota Management System

The catch-balancing system of the QMS was radically revised
with the passage of the Fisheries Act 1996, mostly to over-
come the complexities of running a system that required catch
allocation to be held before fishing commenced. One of the
constraints of the initial catch-balancing system was the tech-
nological requirements that required accounting for catch in a
complex way (see box below for more detail on New Zealand's
initial catch-balancing system).

As the implementation of the initial QMS was progressing and
fishers constrained in QMS fisheries moved their efforts into
non-QMS stocks, the largely open-access system of manage-
ment that applied to non-QMS stocks was becoming unstable.

The Original Catch-Balancing System of the Quota
Management System (1986)

The balancing of catch under the initial QMS was complicated because com-
mercial fishers were required to secure quota, either owned or leased, before
they went fishing. Catches had to be balanced against these quota holdings on
a monthly basis. For QMS fisheries, it was illegal to discard unwanted target
fish, such as those that were too small or were uneconomical, unless allowed
for by regulation (e.g. size limits). Fishers at the time, particularly in the inshore
sector, described themselves as contingent criminals because they found it
very difficult to predict the catch mixes that would be fished, particularly as
their quota holdings were progressively used up during the fishing season. The
only saving grace was that the number of species under QMS management
was relatively low, and species not introduced into the QMS could be taken
and discarded legally if taken either purposefully or as by-catch (referred to as
non-QMS catch) while QMS fishing. Because only 26 of the around 130 species
fished commercially were introduced into the QMS in 1986, much by-catch

fell into the definition of non-QMS catch. Under this system, quota and lease
ownership had to be tracked across multiple levels of ownership and across
time. This required considerable computing power at a time when technological
capacity for processing was dramatically less than what it is today. At the time,
this technological challenge greatly limited the expansion capacity of the QMS
and constrained the introduction of additional species into it. Such computing
technology constraints are no longer a limitation.
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In an effort to stop this expansion into non-QMS species, the
Ministry introduced a number of regulatory measures within
a relatively short period of time. The taking of non-QMS fish
while fishing for a QMS species, however, continued to be
seen as “an inevitable consequence of lawful fishing” and was
largely allowed as policy discussions about

the future of the QMS progressed (Ministry of
Agriculture and Fisheries [MAF], 1990).

lue
Today, the QMS requires that catch be balanced

a against ACE on a monthly basis after fishing
has occurred. If a fisher cannot balance the
catch at month's end, he/she is required to pay
a "deemed value” to the government. Because
deemed values are set at varying levels depend-
ing on a range of factors and are frequently

set above market ACE prices, they provide an
incentive for fishers to buy additional ACE to
balance their catch. Deemed vaues are the price
payable by a commercial fisher per kilogram of
QMS fish for which they do not have ACE value.
A deemed value is essentially a balancing bond
that can be redeemed if ACE is obtained by the
end of the fishing year. Otherwise it is forfeited.

is

For targeted fisheries with substantial by-catch and for multi-
species fisheries, obtaining the required ACE is an important
aspect of fishing. Many of the fisheries now under QMS
management remain undeveloped and subject to low catch
limits, so ACE for these species is not always available. At the
same time, availability of ACE for fully utilized species such as
snapper can also be low.

Catch of Non-QMS Species: Commercial fishers also target a
number of non-QMS species. In 2016, 19,000 mt of non-QMS
catch was recorded, of which about 50% was taken in the
highly migratory skipjack and albacore tuna fisheries not yet
introduced into the QMS. The remaining catch of non-QMS
fish, approximately 10,000 mt, was either from one of the 26
fisheries (defined as species or species complexes) still subject

to the permit moratorium introduced in 1993, which aimed at
limiting their development before being considered for QMS
management, or were non-QMS species not on the moratori-
um list that could therefore be taken or discarded. The Minister
is obliged to consider these non-QMS species for introduction
(or other management) if a future risk to their utilisation or
sustainability arises.

Overall, compared to the catch-balancing system adopted in
1986, the current system is far more efficient. There is no need
for complex tracking systems because ACE is traded separately
from quota share ownership. The current system also places far
more accountability on commercial fishers for both reporting
and balancing catch, and a far greater number of species and
stocks are subject to control. The consequence to fishers of the
new balancing system is that they are confronted with increased
economic costs when ACE cannot be obtained to cover catch.
The drivers of ACE availability (or lack thereof) are many. If a
Total Allowable Catch/Total Allowable Commercial Catch is set
too low and does not reflect the actual abundance of a particular
species, ACE availability can be constrained or deemed value
rates can be set too high. This provides a financial incentive

for fishers to misreport and/or discard catch. In addition, if the
ACE that is for sale is offered in relatively large “packages,” it
can be difficult for small-scale fishers to access the ACE they
need (Stewart & Leaver, 2014, 2015). Overall, the challenges to
balancing catch in the New Zealand QMS remain large given

its comprehensive coverage, and responses to these challenges
may drive further reforms.

Discards

The fundamental rule is that all fish managed under the QMS
must be landed and recorded, with the dumping of fish prohib-
ited by law. The landing rule is not, however, comprehensive.
For example, for multiple species, including fish from shared
fisheries such as snapper and blue cod which have a minimum
legal size for commercial fishers, undersized fish must be
returned to the sea immediately, regardless of whether the fish



51

Learning from New Zealand's 30 Years of Experience
Managing Fisheries under a Quota Management System

are dead or alive.? lllegally dumping quota fish is an offence
and subject to a maximum fine of $250,000 NZD (Heron,
2016).

The topic of how much discarding occurs under the QMS, as
well as how effective the government’s current monitoring,
reporting, and enforcement actions are, has been the subject
of much debate in New Zealand over the past several years
(Simmons et al,, 2016; Heron, 2016). The lack of availability
and high cost of ACE and the “high-grading” of QMS species
for quality or marketability are the two most frequently cited
incentives for discarding. There have been multiple efforts

to address this problem over the years, including a number
of revisions to the deemed-value system. Current efforts are
focused on the implementation of improved catch-monitoring
systems, including a move towards a required Electronic

Monitoring System for all of New Zealand's commercial fishing

vessels.

Monitoring and Reporting

Information on fisheries harvests in New Zealand is obtained
from commercial fishers who are required to report their tar-
geted and incidental catch and all landings of QMS and non-
QMS species. This self-reporting is supplemented by at-sea
observers, reconciled with separate records kept by licenced
fish recievers, and, beginning in October 2017, an electronic
reporting and monitoring system.

When the QMS was first being considered, there was much
debate around the design of monitoring and enforcement
systems to ensure that catch taken was accurately balanced
against quota held. After considering the unique characteris-
tics of the QMS, including the structure of the industry at the
time and the potential for the QMS to generate incentives for
self-enforcement, the option of real-time monitoring through
comprehensive use of observers and dockside monitoring

3. It is important to note that these rules are taken into account in the stock assem-

ment process (i.e. TACCs are set taking into account other sources of mortality,
including juvenile mortality associated with returning fish to the sea).

Section 2: The New Zealand Quota Management System
Section 2c: Fishing Under the Quota Management System

was rejected as being too costly (Nielander & Sullivan, 1999).
Instead, an interrelated system of record keeping and report-
ing was established. It included Catch Landing Returns (CLRs),

At-Sea Observers

New Zealand's observer programme was established at the time the QMS was
introduced in order to help ensure “the collection of reliable catch and effort
information for management purposes and increasing the accuracy of informa-
tion concerning fish and fisheries for research purposes” (Fisheries Act 1983,
67(c)). Observers were appointed by the Director-General of the then Ministry
of Fisheries, but were not deemed to be employees of the public service.
Observers were specifically excluded from holding any fisheries officer's pow-
ers. Initially, observers were paid for by the Ministry, which was also required to
pay the fishing vessel for the provision of food and accommodation.

With the introduction of cost recovery and the enactment of the Fisheries Act
1996, the responsibilities expected of observers were broadened, and costs for
delivering observer services were required to be fully cost-recovered from the
industry. While still not given the power of fisheries officers, observers were
authorised by law to collect a wide range of information for fisheries research,
management, and enforcement, as well as for safety, employment, and compli-
ance with maritime rules. Observers were given explicit powers to access re-
cords, people, and operations while on board vessels so that they could collect
such information.

Observer coverage in the inshore fleet is very low, which makes independent
estimates of incidental catch by this fleet a challenge. For example, the snapper
bottom long-line fishery had only 0.3% observer coverage in 2012-13, and there
was no coverage during the 2010-11 or 2011-12 fishing years. The inshore and
flatfish trawl fisheries, which together accounted for 60% of the total inshore
trawl effort in New Zealand at the time, had, respectively, only 0.5% and 0.3%
observer coverage for the 2012-13 fishing year (Abraham et al., 2016). It is
important to note that because observer effort and coverage is objective, based
and targeted at key seasons, geographies, and higher risk vessels, the coverage
figures likely underestimate the observer program’s effectiveness. Observer
coverage has been much greater in the deepwater fleet, which has enabled
more reliable estimates of by-catch to be undertaken since 1990-91. (See
Section 6a for a discussion on the impacts of by-catch.)
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Quota Management Reports (QMRs), and Licensed Fish
Receiver Returns. At the commencement of the QMS in
1986, quota holders were responsible for furnishing QMRs
each month to record catch against quota. Fish landed were
then again reported by the Licensed Fish Receivers, who
were also required to keep internal company records of

fish product flow. With these monitoring and enforcement
systems, New Zealand established a type of fish traceability
system from the time that the QMS was first introduced.

Catch Landing Returns (CLRs), although not initially part of
the formal documentary flow of the QMS, were later formal-
ized as a means of recording what species were targeted,
what main species were caught, when and by what method,
and to which Licensed Fish Receivers fish were landed. CLRs
not only provided an additional link in the document chain,
but were also a valuable tool for scientists because they
provided information about catch and fishing efforts over
time for both QMS stocks and some non-QMS species. CLRs
therefore became an imperfect vehicle for collecting informa-
tion for three different purposes: management, science, and
enforcement. However, the role of observers in independently
recording such data proved to be a difficult balance between
scientific work and monitoring for enforcement (see below).

Compliance and Enforcement

Throughout its 30-year history, compliance with the QMS
has focused on three types of offences: fishing without
authority, misreporting catch by species, time, location, and/
or quantity (including discard of caught fish), and failure

to balance catch against quota. Ensuring compliance with
these elements of the QMS is aimed at ensuring that catch
is reported accurately against harvest sustainability limits,
most critically the TACC. In addition, fishers need to comply
with all existing regulations, which have expanded consider-
ably over time (McClurg & Arbuckle, 2009). In aggregate,
Figure 7 shows that reported catch in all QMS fisheries is
well below TACC limits, while catch against TACC varies at
an individual stock level.

The QMS established penalty systems and the capacity

of enforcement officers and the Crown to both detect and
prosecute offences. Fisheries officers were provided with
wide powers, including random entry, search, and question-
ing. Likewise, offences under the law were treated as strict
liability offences (i.e. it is not necessary, in most cases, for
the prosecution to prove that a defendant intended to com-
mit an offence).

The government responded to enforcement challenges
under the QMS by significantly restructuring, re-skilling, and
replacing its capacity to enforce and prosecute fisheries of-
fences. A new cadre of enforcement personnel was devel-
oped, encompassing surveillance officers working in the field

FIGURE 7. | he total Quota Management System
(QMS) catch and Total Allowable Commercial

Catch (TACC), 1995 to 2016
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and investigators supported by a team of forensic accoun-
tants. Most at-sea surveillance was carried out by the New
Zealand Air Force and observers (see box on page 51). These
structures and capacities were merged into the new Ministry
of Fisheries in 1995.

During the first four or so years of the QMS a range of
enforcement problems were identified. These included: the
balancing of by-catch of QMS species as fishing patterns
changed with the rationalization of the fleet; the tracking

of quota ownership; the increasing ambiguity around who
was entitled to fish on behalf of quota holders and what this
meant for enforcement; evidence of misreporting related to
the location of catches against QMA areas (i.e. trucking of
fish was occurring); and the scale of penalties, which was
thought to be too low to deter large scale fraud.

Responses to these problems were addressed in the Fisheries
Amendment Act of 1990. New regulations included:

B The introduction of a range of defences allowing for the
retrospective purchase of lease rights to cover “unintend-
ed” catch. This proved to be a forerunner to the balancing
system introduced later with the Fisheries Act 1996.

B The introduction of the deemed-value system. This
system, in particular, changed the penalty system apply-
ing to overcatch from being reliant on criminal law (i.e.
prosecution, fines, and potential imprisonment) to being
based on administrative law. Much like a traffic offence,
deemed-value payments are charged for catches that
are not balanced against ACE (at least as a first-level
response).

B The tightening of legal arrangements defining who was
allowed to take fish on behalf of quota holders as well as
the increasing of penalties for serious offences.

B In1994/95 a vessel-monitoring system was implemented
in deepwater/mid-depth fisheries to better monitor vessel
activity.

The Ministry of Fisheries increased its focus on the poten-
tial for serious offences with the establishment of a Serious
Offences Unit and the initiation of a strategic review of its

approach to fisheries compliance. This review, informed

by international academic expertise (see,

for example, Sutinen, 1994), recognized that
compliance is generated by a range of factors
such as moral obligation and social influence,
rather than just the level of deterrence pro-
vided through enforcement. The Ministry of
Fisheries adopted an overall objective aimed
at achieving an “optimal level” of compli-
ance, balancing investment in strengthen-
ing incentives and commitment to voluntary
compliance with the use of deterrent tactics.
Priorities were set through the establishment
of strategic plans and the annual production
of three-to-five-year rolling plans (Ministry of
Fisheries, 1998). This approach has become
known as the VADE (voluntary, assisted,
directed and enforced compliance) approach
and continues to this day. With the merger of
the Ministry of Fisheries into MPI, the com-
pliance programme has become integrated
into primary sector-wide strategies (see for
example the Ministry for Primary Industries
Statement of Intent, 2012-2015).

Electronic Monitoring
and Reporting

The Ministry of
Fisheries adopted
an overall objective
aimed at achieving
an “optimal level”
of compliance,
balancing
investment in
strengthening
incentives and
commitment

to voluntary
compliance with
the use of deterrent
tactics.
|

In 2017, the Ministry for Primary Industries launched a
comprehensive Integrated Electronic Monitoring and

Reporting initiative for tracking, monitoring, and reporting of
commercial fishing activity. It will include requirements for
geospatial position reporting in order to identify where fish-
ing is happening, electronic reporting through e-logbooks in
order to obtain more accurate and up-to-date information
about fishing activity, and electronic monitoring (cameras)
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to verify what is being reported (MPI, 2016¢). The new
system is aimed at “obtaining better information for better
management decisions and for giving confidence to New
Zealanders, and consumers from around the world that New
Zealand fish are being managed and caught sustainably.
And where evidence of illegal activity is captured, that infor-
mation can be used to prosecute.” The first two elements of
the new system, geospatial position reporting and electronic
reporting, are going to be rolled out beginning October 1,
2017. Electronic monitoring (cameras) will be phased in
beginning October 1, 2018..

FiIGURe 8. Government expenditure for fisheries
management by output category, 1997 to 2015

I Fisheries Policy B Fisheries Information

Operational Advice Fisheries Enforcement
& Fisheries Services

Expenditure by Output (NZD$1,000)

2010 2015

Source: Data collated from Annual Parliamentary Appropriations for Vote Fisheries

Section 2d:
Funding Fisheries
Management

The Food and Agriculture Organization (2008) recognises
four general approaches and combinations of approaches

that have been adopted internationally for funding fisheries
management: government funding through general taxation
(and sometimes supplemented with direct taxes on fisheries),
self-funding by resource users, partnership and collaborative
arrangements between the state and private sector, and donor
and multilateral agency assistance (FAQ, 2008).

Most countries fund fisheries management as a public good
from general taxation funds. New Zealand is unique in that

it has adopted a comprehensive regime of direct taxation
(called cost recovery) to fund commercial fisheries manage-
ment costs, including enforcement costs. This regime has been
accompanied by a high level of self-funding made feasible
through the establishment of the QMS (defining beneficiaries
of such investment) and supporting laws. The following analy-
sis separately describes funding for fisheries management pro-
vided through government appropriations and activities funded
by the seafood industry either through direct taxes on quota
and catch (cost recovery) or self-funded “voluntary” activities.

Government Funding for Fisheries
Management

New Zealand has a Westminster-based system controlling
government taxation and expenditure, the principles of which
are outlined in the Constitution Act 1986 (introduced in the
same year as the QMS). Under this Act, it is unlawful for the
government to spend any money unless it is authorized by an
Act of Parliament. Annual Appropriation Acts are the primary
mechanism by which Parliament authorizes Ministers to incur
expenditure through the administration arms of government,
which are the Ministries and Departments.
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Expenditure by Ministers is governed under the Public Finance Act
1989 (PFA, 1989), which was introduced to improve government
accountability to expenditure through an annual appropriations
process. Appropriations are described in terms of “outputs” that
will be delivered. “Outputs” are defined as “goods or services that
are supplied” by a Government Ministry or Department, includ-
ing services that are directly supplied by them and those that are
contracted out by them to other entities. Expenditure is man-
aged on an accrued basis, and budgets by output
include all overhead costs. The principle behind
the PFA 1989 is that that “outputs” delivered by a
Ministry or Department will contribute to realizing
the “outcomes” set by the Minister or government.
In the case of fisheries, this includes the Minister's
legal obligations under the fisheries law.

has decreased

considerably, in
real terms, to

around 50%

funding levels in

the 1990s.

Output Class Expenditures in Fisheries

Changes in how the government has organ-
ised fisheries over the history of the QMS have
meant that “output” appropriation categories
have changed over time due to realigning
delivery structures within the various Ministries
and changing Minister priorities. Output classes
in fisheries were defined in some detail by the
Ministry of Fisheries following its establish-
ment as part of the cost process. They have
since been amalgamated and, to some extent, redefined by
the Ministry for Primary Industries to better integrate with
wider primary-sector activities. Nevertheless, they are close
enough to provide a basis for historical comparison (see Figure
8). Although still funded through dedicated appropriations,
fisheries services, such as enforcement, have been integrated
into the general primary industry functions of “Policy and
Trade” and “Regulatory Assurance.” Under this new structure,
the Fisheries Enforcement and Monitoring expenditure has
increased markedly relative to other fisheries services.

of

In comparison, policy, information, and regulatory advisory
costs combined increased until 2010, peaking at around $60
million NZD, but seem to have reduced since the stand-alone

Fisheries Ministry was merged back into the multipurpose
Ministry for Primary Industries. Whether this is due to costs
savings through merger cost efficiencies or reductions in ser-
vices like research is not clear, as the amalgamation of output
classes obscures such analysis. It should be noted that Figure
8 is presented in nominal dollars, and therefore does not take
into account the impacts of inflation on reducing spending
power over the 19 years of expenditure shown.

One aspect that is not shown by the graph, due to the amalga-
mation of data, is the specific government investment in fisheries
science after 2009. MPI scientists have observed that govern-
ment funding for fisheries research has decreased considerably,
in real terms, to around 50% of funding levels in the 1990s. At
the same time, the number of species and stocks in the QMS has
increased 3.5-fold, and the need for research on recreational fish-
eries, the environmental effects of fishing, and an ever-increasing
number of international fisheries research obligations has esca-
lated from minimal to substantial (Mace et al., 2013).

Industry Funding for Fisheries
Management

Direct taxation (or cost recovery) was not a feature of the QMS
in its initial design. Under the QMS as it was initially introduced,
government recovered only limited costs of management
through transaction charges on permits and licences as well as
foreign access fees. Under the initial system, Government paid

New Zealand's Cost-Recovery System

Under the cost-recovery system introduced in 1999, the services for which the
costs are fully or partially recovered are services that relate to i) monitoring and
offence detection, ii) protected species research, iii) mitigation of the effects of
commercial fishing on the environment or biological diversity, iv) monitoring

of harvest levels, and v) administration and registry services. Costs incurred by
government in providing these services are apportioned between the industry
and the Crown according to a schedule which varies depending on the service.
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for management costs and collected an access fee in the form of
resource rentals and sale of quota. As noted earlier in this report,
this approach changed when the downside costs of TAC adjust-
ments escalated and when the government moved to introduce
proportional quota after the Maori challenged the notion of own-
ership. In 1994, these pressures resulted in resource rents being

Section 2: The New Zealand Quota Management System
Section 2d: Funding Fisheries Management

replaced with a regime that recovered a proportion of the costs

of management. This change stimulated the seafood industry to
engage in management aimed at reducing costs and/or increasing
the value of services provided to support fisheries management.

FIGURE 9. Resource rents, cost-recovery levies, and
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Cost-Recovered Services

The initial basis for cost recovery was informed by a Fisheries
Task Force that promoted the idea that levies or charges in fish-
eries should “be employed where appropriate, to encourage fish-
eries users to seek out more effective ways in which government
might obtain the services necessary to meet its responsibili-
ties” (MAF, 1992). Under the initial cost-recovery programme,
Government was able to recover most of the costs of fisheries
management, enforcement, and research, as well as a range

of conservation services, with only a relatively modest Crown
contribution. This included industry paying 100% of the costs of
deepwater research, 90% of the costs of inshore research, 75%
of costs of managing conflicts between sectors, 87% of enforce-
ment costs, and nearly 68% of all other fisheries management
costs. This cost-recovery approach adopted an “avoidable

cost” principle that “looked to recover all costs incurred by the
Crown due to the existence of the commercial industry” (FAO,
2008). This general approach was modified significantly in 1999
through an amendment to the Fisheries Act, prohibiting the
government from recovering costs of services devolved to and
carried out by an approved service delivery agency.

The costs of particular services are allocated to particular
stocks when the service is related to the stock, or across stocks
based on a judgment as to which stock or stocks have caused
the risk that the service is provided to manage. Costs are
divided amongst the industry participants within a stock by

a simple division by quota share ownership, or across stocks

in proportion to the value of the fishery. For research costs,
industry pays only the share of the TACC/TAC ratio. Not all
research costs are recovered, however. For instance, much of
the research on biodiversity is Crown funded. In addition, costs
are not fixed levies. So, for example, if there is no research,
then there is no cost recovery of that cost, which, in turn, might
provide an incentive to do no research. A consequence of this
approach, when applied to funding fisheries research and man-
agement, is that low value stocks (or depleted stocks) get less
scientific and management attention because little funding is
generated for them through the cost-recovery system.
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Cost-recovery levies do not include costs associated with de-
volved services. Devolved services are services that the Crown
has determined it does not need to be responsible for and has
authorised an Approved Service Delivery Organisation (ASDO)
to provide to industry. The associated costs are exempt from
cost recovery and charged directly to industry. Total annual
costs recovered from industry relative to fisheries expenditure
are shown in Figure 9.

Industry Self-Funded Services

In 2002, the industry formed and self-funded FishServe to
provide a range of services previously provided by govern-
ment around a quota registry, Annual Catch Entitlement, and
catch balancing (See Section 4 for more detail). Therefore, cost
recovery for those particular services ended in 2002.

Direct purchase of research outside the cost-recovery system
has also increased over time. Although consolidated figures of
direct purchase costs for fisheries research by the private sector
were not available for this report, some examples demonstrate
this increased private-sector expenditure (see Figure 10 on
orange roughy expenditure). Industry has also directly funded
research activities in multiple other fisheries, pursuing a variety
of objectives. For example, the Rock Lobster council has funded
research aimed at stock sustainability, and inshore fisheries
guota owners have funded multiple other projects. See, for
example, the New Zealand Rock Lobster Industry Council budget
and business plans 2013 to 2016 and the Fisheries Inshore New
Zealand business plan 2015/16 (www.inshore.co.nz). Industry
has also funded research in support of new commercial fisheries
such as seaweed.

Combined $/mt

$NZD and

as a cost per
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SECTION 3

The Central Role of the

Quota Management System
in the Settlement of Maori

Treaty Rights

Currently, the indigenous people of New Zealand, the Maori,
represent about 15% of the country’s population of 723,400
people (MacPherson, 2017). The Maori are organized around
three main social groups: the whanau, which is a grouping of
related iwi families; the hapd, a collection of whanau; and iwi
made up of sub-tribal hap. There are 58 recognised iwi in the
Maori Fisheries Act 2004 (see Schedule 3). Individual Maori
are often affiliated with multiple tribal groups, or iwi. lwi are
distributed across New Zealand and are bounded by distinct
geographies, with most iwi and Maori located in the North
Island by number and population. Only nine iwi are located in
the South Island (including Stewart Island), which encompass-
es over 50% of New Zealand's land area and coastline.

Before European settlement began in New Zealand, the Maori
were the only inhabitants of the country and exercised exclusive
guardianship, ownership, and use of its vast fisheries resources.

Seafood, known as kaimoana (or food “kai” of the sea “moana”),
was an integral component of the Maori diet. It was also traded
freely between tribes. Most fishing was carried out at the whanau
or hapu level, although some large expeditions were also under-
taken by iwi. The Maori fished individually using small canoes,
while using larger canoes when fishing at the hapti level. HapQ
controlled access to main fishing grounds, although rights to local
fisheries were also held by whanau. Customary Maori use of

sea fisheries was a core aspect of Maori life and livelihoods and
included recreational, ceremonial, and commercial use.

Between Captain Cook's first exploratory journey to New
Zealand in 1769 and the signing of the Treaty of Waitangi in
1840, there was a growing influx of European whalers, traders,
missionaries, and settlers arriving in New Zealand. This growing
population threatened Maori authority and sovereignty, driv-
ing the Maori to negotiate with the British Empire to establish
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a framework for the future governance of New Zealand. The
resulting Treaty of Waitangi would become the fundamental
basis for the reassertion of Maori ownership rights and their use
of New Zealand's rich natural resources, including fisheries.

In 1840, over 500 Maori representatives signed 9 different
versions of the Treaty of Waitangi alongside representatives of
the British Crown. The Treaty detailed a partnership between
the Maori and the Crown, granting the Crown governance

rights in New Zealand while also guaranteeing “... to the Chiefs
and Tribes of New Zealand and the respective families and
individuals thereof the full exclusive and undisturbed pos-
session of their lands and estates Forests Fisheries and other
properties which they may collectively or individually possess

so long as it is their wish and desire to retain
the same in their possession” (Treaty of
Waitangi, 1840a).

The involvement of the Maori in fisheries after
the signing of the Treaty of Waitangi is a story
about the struggle to have indigenous rights
over fisheries recognized and secured by the
government of New Zealand, known in con-
stitutional terms as the Crown. This chapter
briefly chronicles the progress the Maori have
made in reasserting these rights and interests
in fisheries and how this was facilitated through
the introduction of the Quota Management
System.

The Maori struggle to gain recognition of their
fisheries rights in New Zealand before and
after the establishment of the QMS in 1986
unfolds over five key historical periods follow-
ing European settlement. Each of these periods
signal important lessons for the development
of rights-based systems for fisheries else-
where. The first period lasted over 140 years,

The involvement of
the Maori in fisheries
after the signing

of the Treaty of
Waitangi is a story
about the struggle

to have indigenous
rights over fisheries
recognized and
secured by the
government of New
Zealand, known in
constitutional terms
as the Crown.
|

from the signing of the Treaty of Waitangi in 1840 through to
the introduction of the QMS in 1986. During this period, Maori
rights in fisheries languished because they were not accorded
meaningful legal recognition even though they were guaranteed
under the Treaty. They were not, however, explicitly extinguished
by legislation, either; they continued to be referred to in statuto-
ry provisions. What followed from 1986 until the present day is
a 30-year transition period. Pivotal events in the history of Maori

fisheries are described in the timeline in Table 3.
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Dispossession of Indigenous
Fisheries rights

The Treaty of Waitangi established a partnership between the
British people, represented by the British “Crown,” and the Maori
people. British governance was offered in exchange for the
continued recognition of Maori sovereignty, use, and undisputed
possession of lands, estates, forests, and fisheries owned col-
lectively or individually. Some 544 Maori signed the treaty on
behalf of various tribal and family groups, establishing a wide,
although not necessarily comprehensive, accord.

The Crown first legislated on fisheries resources with the
Oyster Fisheries Act 1866, seizing control
of traditional Maori oyster beds in response
to apparent overfishing. Further scarci-

ties in fisheries resources led the Crown to
vest in itself New Zealand's fisheries under
the Fish Protection Act 1877. While Maori
interests were acknowledged under this law,
Maori rights guaranteed under the Treaty of
Waitangi had no practical expression. This
was the first instance in an ongoing pattern
of empty statutory provisions, and the New
Zealand courts went so far as to pronounce
the treaty a “simple nullity” in law (Wi
Parata v. Bishop of Wellington, 1877).

The Crown failed to honour its responsibility to recognize the
Maori in fisheries ownership for over 140 years. In practice, the
government continued to assert a “right of the commons” to
fish below the high-water mark. The principle of perpetual, free
access to fisheries resources was founded in the British common
law system. The British Government failed to recognize or ac-
knowledge that the Maori had a different conception of proper-
ty-in-the-sea. The systematic and significant loss of Maori land
adjacent to coastal areas also effectively undermined Maori
opportunities to utilize their sovereign rights to access fisheries
resources and to exercise their harvesting capabilities. Where
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TABLE 3. Important Historical Periods in the History of

Maori Fisheries

Key events explanation

Captain Cook first landed in New Zealand.

Historical period Period / Date
1769

European

Settlement 1769 - 1840

Period of increasing European settlement and
conflict with the Maori.

1840

Signing of the Treaty of Waitangi ceding
sovereignty to the British Crown but guaranteeing
Maori rights in Fisheries.

Dispossession
of Maori rights

1840 - 1982

Access to fisheries was largely unconstrained under
the British legal tradition of common ownership.

Part-time fishers were removed from fishing,
including many Maori involved in customary fishing
(which included trade and sale of fish).

in fisheries 1982
(Maori excluded
from fishing)

1986

The QMS was introduced, allocating harvest rights
based on recent catch history but not part-time
fisher catch history.

Maori succeed in gaining a Court injunction against
further allocation of ITQ rights.

Negotiations between the Crown and Maori are
carried out to settle indigenous claims to fisheries,
including an interim settlement established in 1989.

1987
1987 - 92
Recognition
of Treaty rights 1992
in fisheries

A Deed of Settlement is finally agreed, providing full
and final settlement of all Maori claims to fisheries
encompassing a 50% share of New Zealand's
largest seafood company, Sealord Products Ltd.
Separate provision was made for commercial and
customary fishing rights.

1992 - 2004
Development

The Maori develop a formula for the distribution of
Settlement Assets.

of formula for
distribution of
Settlement Assets

2004

An allocation formula was agreed, involving
allocation of quota and shares to Mandated Iwi
Organisations (MIOs) based partly on coastline
length and partly on population.

2004 - 2014
Distribution and

Transfer of assets to iwi, subject to meeting
mandate and governance thresholds.

management of

assets by MIOs 2014 - 2017

Restructuring of Maori peak bodies to represent
MIOs.
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customary fishing rights were incorporated into law, protection
was sporadic and covered private customary rights to harvest
rather than catch for commercial use.

Successive regulations restricting use and access to fisheries
were passed with no consultation with the Maori, who persis-
tently voiced protests against restrictive legislation. In 1914, the
Court of Appeal confirmed the earlier position that the Treaty
of Waitanga conferred no legal rights except by enactment in
statute (Waipapakura v. Hempton, 1914). Maori proprietary
rights in fisheries therefore had no meaningful formal recogni-
tion between 1840 and 1987, despite their purported protec-
tion under the treaty.

However, as Maori representatives became more integrated
into the government, continued protests against the expropria-
tion of Maori lands and resources eventually gained enough
political momentum that the Waitangi Tribunal was created

in 1975 as an advisory body to the Crown. According to the
Waitangi Act 1975, the Tribunal was empowered to investigate
current claims and breaches of the treaty. Though it had no
power to settle historical claims, it made headway in establish-
ing facts regarding the nature of historic Maori fisheries and
dispossession events (Bargh, 2016).

Yet the British legal concept of “right of the commons”
continued to result in overfishing, as commercial fishing ca-
pacity in inshore fisheries expanded rapidly in the 1970s. In
response, a new Fisheries Act was passed in 1983 to govern
and manage fisheries use. The Fisheries Act 1983 antici-
pated the establishment of government-developed fisheries
management plans, which were underpinned by regulations
to manage common access to fisheries.

Exclusion of the Maori from
Fishing

In 1983, many Maori were predominantly part-time fishers.
Although the new law continued to recognise Maori fishing
rights in principle (it explicitly stated that “nothing in this Act
shall affect any Maori fishing rights”), it lacked any practi-

cal substance (Fisheries Act 1983, s 88(2)). As described in
Section 2a, government moved to limit commercial fishing
pressure by introducing limited licensing in selected fisheries
and establishing a moratorium on the number of “commercial
fishermen” that were permitted to go fishing. This decision had
the consequence of locking many Maori out of fisheries because
the restrictive definition of “commercial fishermen” excluded
part-timers, many of whom were customary Maori fishers. This
heightened Maori tensions with the New Zealand Government.
Although Maori fishers at the time were not explicitly exercising
a traditional right, this decision had the consequence of locking
many Maori out of fisheries because the restrictive definition of



63

Learning from New Zealand's 30 Years of Experience
Managing Fisheries under a Quota Management System

Section 3:
The Central Role of the Quota Management System in the Settlement of Maori Treaty Rights

“commercial fishermen” excluded part-timers, many of whom
were customary Maori fishers. This heightened Maori tensions
with the New Zealand Government.

It is therefore possible to conclude that there was little to no
recognition of Maori ownership in fisheries from the sign-

ing of the Treaty of Waitangi through to the mid-1980s. The
introduction of the British legal system, with no incorporation
of Maori legal conceptions of property-in-the-sea, and the
continued government-centric management approach staged
under the new Fisheries Act 1983 both acted against the rec-
ognition of indigenous rights in fisheries.

Recognition of Indigenous
Rights Under the Quota
Management System

Politics in New Zealand changed dramatically in 1985 as the
Lange Labour government came into power in a landslide

snap election driven by a looming economic crisis. The Lange
government introduced radical economic reform, but also,

for the first time, created policy with the Treaty of Waitangi

in mind. The Treaty of Waitangi Act 1985 gave the Waitangi
Tribunal the power to hear historical claims. The Muriwhenua
people, comprised of five tribes historically located in Northland,
launched a claim over traditional fishing grounds in December,
1986 (Waitangi Tribunal, 1988). Enabled by a more receptive
governing party, the New Zealand High Court ruled for the first
time that Maori have a customary right to fish that must be
recognized in regulatory decision-making (Te Weehi v. Regional
Fisheries Officer, 1986). T