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The Initial Impact Assessment of the Policy on the Allocation and Management of Commercial Fishing Rights in the Hake Longline Fishery: 2021

The Department of Environment, Forestry and Fisheries (DEFF) is required to allocate fishing Rights in 12 sectors during 2021. This reallocation must take place in circumstances of increasing population size, leading to increasing demand for sustainable food supplies, with associated demand for broader access to SA marine living resources. These demands have to be considered within the context of environmental sustainability, and particularly avoiding over-exploitation of marine living resources.
Fishery Rights in the hake longline like sector were allocated during the Long-Term Rights Allocation Management Process (LTRAMP) in 2005 and these rights have expired at the end of 2020, requiring a process of reallocation. The sector of hake longline is entirely a commercial sector that forms part of the larger hake fishery in South Africa which catches up to 10% of Total Allowable Catch (TAC) of the hake fishery. 
The Initial Impact Assessment aims to ensure that the policy is on the right track by requiring evaluation of alternative approaches. It should help drafters avoid finalising an inappropriate solution because they moved too quickly to select a strategy without adequately analysing the roots of the problem and considering alternative measures. It should facilitate brainstorming about issues involved in the problem and full range of alternatives to deal with them.

	1. The problem/ Theory of Change


1.1. What is the social or economic problem that you are trying to solve?
Rights in the Hake Longline commercial fishing sector expired in 2020 and reverted back to the State for re-allocation. Once the rights have expired it creates uncertainty for long-term employment and investment in the sector i.e., currently companies are operating on exemptions which will expire on 31 December 2021 and it is uncertain to them if rights will be re-allocated and if they are allocated how the quantum allocation will impact their operations.  The viewpoint from the government side is to ensure that both the negative economic impact on the industry is minimized and to assess an impact of the fisheries right allocations policies that were implemented since 2005 and then were updated during the 2013 Fishing Rights Allocation Process (FRAP2013). The social aspects of these policies implicitly encourage the creation of jobs, full participation of right holders in the value chain of the fishery with discouragement of the paper quotas, transformation of the industry with allocation of rights to black groups or sale of shares from existing companies to black companies or individuals.
The following points at least necessitate a relook at the allocations policies or review of aspect of the policies before fishing rights are re-allocated.
a) An expectation that an allocated right must not be more that fifteen years in this sector requires the policies to be reviewed for any amendments or deletions that might be needed when the period for the Right comes into an end. Long term rights allocations are desired in order to maintain the stability of the commercial fishing enterprises, which then allows the industrial investments and sustainability of jobs. 
b) Evaluate optimal use of the allocated Right in the past 15 years through the utilization of the right, work opportunities created for South Africans, taxes collected for government revenue, growth of fishing enterprises or new investments made. The policy needs to be reviewed to establish how well Right Holders have performed under the above measures. A further review of the policy as it was done for FRAP2013 to curtail monopolistic behaviour within South African Economic Exclusive Zone, would be conducted.
c) Evaluate the progress made on empowering different black groups in the fishery. Policy will be reviewed to measure the genuine progress made by various black groups in the fishery industry such as vessel ownership, processing facilities, new markets that have been established, employment created, dividends paid to black shareholders for those holding shareholding to established companies. It has been 27 years since the dawn of Democracy in South Africa and almost 25 years since the promulgation of the Constitution of the country in 1996. The issue of participation of black groups in the fishing industry has to be reviewed and taken serious during the review of the policy. Allocating fishing rights for the next 15 years from 2022 means the next round of allocations would be around 2036 which is 42 years since 1994. Pertinent issues about empowerment need to be reflected in the general allocation policies how these are going to be addressed. [Viking court case]
d) Review FRAP2013 policy with regard to compliance issues as it was apparent that over the duration of the Right there are usually many transgressions committed by either the Right Holders or personnel associated with the Right Holder such as vessel skippers. The allocation policy needs to be further strengthened on various compliance requirements emanating from non-adherence to permit conditions and other regulations and closing of policy gaps with regard to monitoring of landings at various ports.
1.2. What are the main causes of the problem? That is why the problem arise and why does it persist?

a) Capital intensive nature of fishery operation coupled with changes in biological and economic conditions and how the fleet has responded to regulations such as changes in TACs, necessitate the review of 1.1. (a)-and (b) Empowerment is the legislative imperative that arises because of the historical legacies of exclusion emanating from apartheid laws which resulted in different black groups being excluded in some sectors of the economy including the fishery. 
	Identified Problem
	Main Causes of the Problem
	Why does it persist as a problem? 

	The rights allocation policy tries to unsure that economic stability of the commercial fishing enterprises is maintained while ensuring the meaningful participation of black groups within the fishery industry by allocating long term rights. The Government further ensuring that regulations are followed by all involved in the operations.
	Capital intensive nature of fishery operations coupled with fluctuating fish stocks due to ecosystem effects or other causes; unpredictable economic conditions; and how the fleet has responded to regulations such a declining TACs has a potential of introducing instability which might cause people with lower quantum allocation to go bankrupt so allocation policy should look retrospectively to how these problems could be rectified.
	Operations of the fishery over 15 years do introduce areas that require improvements in the policy that is used to manage the operations, hence when the duration of the right expires then the policy review is warranted to evaluate the effectiveness of the previous policy such as LTRAMP2005.

	Evaluation of black groups participants in the value chain.
	Sub-optimal utilization of the fishing Right due to various reasons, such as lack of interest in harvesting or paper quotas.
Lack of BBBEE Charter and BBBEE Score card in the Fisheries sector leads to poor understanding by regulators of the status of black economic empowerment within the fishing industry.

Difficulties in properly measuring and monitoring transformation of applicants due to fronting and the “corporate veil”
	There are various reasons why Fishing Rights might be utilized sub optimally which might include:
a) Right holders being paper quotas.
b) Unsustainable allocations

c) Right holders losing interest on fishing or lacking access to vessels due to the fall out with vessel owners if the Right holders do not have vessels.
d) Lack of studies sanctioned by Government or conducted by independent organisation that measures empowerment status of the fish industry relative to the current empowerment BBBE ACT for each year of the Right over the period of 15 years, which could readily be used by regulators to help regulator to monitor the progress.

e) Lack of resources to properly monitor

	The reliance of Right Holders for Catching, Processing, and marketing on third parties (non-Right Holders/ established Rights Holders). 
	Most Right Holders relied on third parties for catching, processing, and marketing of their quotas without any involvement in the value chain and thus became paper quotas.
Small fishing quotas which were allocated to Right Holders indirectly caused companies to form Economic units with an intention to create economies of scale. 
	The problem persists because paper quotas Right Holders might want quick money without incurring the risks of being in business. By doing so they receive less profits of the quota allocated by Government and the money which should flow to boost bona fide South Africans social and economic wellbeing is taken by non-South Africans with registered South African companies who lure the Right Holders to sign long-term catching, processing and marketing agreements.


1.3. Whose behaviours give rise to the problem, and why does that behaviour arise? Remember that several groups including some in government may contribute to the identified problem. Their behaviour may arise amongst others because the current rules are inappropriate; because they gain economically from the behaviour; or because they are convinced that they are doing the right thing. Identifying behaviours that cause the problem should point to the behaviours that must be changed in order to achieve the desired solution.

	Identified Problem
	Behaviour giving rise to the identified problem
	Groups whose behaviour give rise to the identified problem?
	Why does the behaviour arise?

	Economic stability of the commercial fishing enterprises over the long-term fishing rights duration of 15 years.


	Natural phenomenon that causes variability on the underlying Natural resources.

Input costs such as fuel that tend to go up while the quota might be fixed per year.
	The problem is not anthropogenic, it is a natural phenomenon.
Department of Mineral Resources and Energy (DMR&E)
National Energy Regulator of South Africa (NERSA)
	The mass or number of harvested fish varies from year to year and a great effort is expended in managing this phenomenon.
Operational costs fluctuate a lot and thus hard to predict and manage.

	Ineffective performance assessment of rights holders granted the long term (e.g., 15 years) Fishing Rights, against set objectives and targets (e.g., Transformation, Shareholding, Skills development, etc


	Suboptimal utilization of Right 
The lack of fishery specific BEE code of conduct, lack of independent studies measuring status of BEE in the sector might be a problem.


	Dishonest and opportunistic people known as Paper Quota holders. 
Fisheries branch of DEFF need to initiate these studies.
	Lack of due diligence during the rights application process (Forensic audit only done after the fishing rights are allocated).

It is easier to collect monies while one is not involved in the operations that lead to job and wealth creation. 
Studies need to be prioritized by the Fisheries branch and they are currently not done.

	Primary Reliance of most previous Right Holders for Catching, Processing, and marketing on third parties (non-Right Holders/ established Rights Holders).


	Input costs such as buying a vessel, fuel that tend to go up while the quota might be fixed per year.
Paper quotas Right Holders want quick money without incurring the risks of being involved in the fishing business. Non-South Africans/Non-Right Holders with registered South African companies entice Right Holders to sign long term catching, processing and marketing agreements as they have access to lucrative international and national markets.
	Paper Quota holders who do not participate in the running of the business but want to collect the income from the work of other people.
	Paper Quota holders who do not participate in the running of the business but want to collect the income from the work of other people.


1.4. Please explain why implementation of the existing policies/ laws/regulations or any proposals are not effective in addressing identified problems.
The existing laws are working as they stand but they need to be evaluated every 15 years when the Right expires.
1.5. Identify the major social and economic groups affected by the problem, and how are they affected. Who benefits and who loses from the current situation? Be mindful of the vulnerable groups (Women, Youth, Children, People with Disabilities), Low-income groups, Rural Households and Small Enterprises.
	Identified Problem
	Groups (Social/ Economic)
	How are they affected by the identified problem?
	Are they benefitting or losing from the current situation?

	Sustainability of economic stability of the commercial fishing enterprises over the long-term fishing rights duration of 15 years.
	Right Holders, Fish Processors, Marketers, and various employees in the entire value chain of the fishery sector.
	Job insecurity (e.g., Seasonal jobs, part time and or contract jobs)

Economic instability might lead to job losses, over capacitation of the sector and decrease in revenue.
	Right holders, Fish Processors, Marketers, and those employed in the fishing sector are losing when the TAC (due to declining standing stock) is on a downward spiral and benefit when the wild stock is in a healthy condition and stable.

	Ineffective performance assessment of rights holders granted the long term (e.g., 15 years) Fishing Rights, against set objectives and targets (e.g., Transformation, Shareholding, Skills development, etc.
	The Right that is not optimally utilized might lead to the lost opportunity which could have led to job creation for the youth.
If BEE is completely ignored, Black groups (African, Coloured, Indians and others might be affected) who want to participate might miss opportunities.
	Missed economic opportunity could have provided extra jobs for the unemployed. 
Government loses tax revenue from fish that is not caught. 
Fisheries Branch loses revenue from uncollected levies from fish not caught.
Being excluded from participating.
	Government is losing revenue, unemployed people loose opportunities for employment.
Right Holders, if untransformed, could benefit. 

	Primary Reliance of most previous Right Holders for Catching, Processing, and marketing on third parties (non-Right Holders/ established Rights Holders).


	Right Holders and various bona fide South African employees in the entire value chain of the fishery sector
	Hake is always caught with associated by catch e.g.  Kingklip, Snoek etc, some by catch species like Kingklip are very expensive and are in high demand. 
Right Holders when they sign catching agreements usually do not negotiate fees for bycatch, which in turn end up being owned by the vessel owner, while it was declared under the Right Holder. Bycatch species can substantially increase the profit margins for the vessel owner and hence bycatch benefits the vessel owner not the Right Holder.

This behaviour can lead to financial flow outside the country, contributes to the slow contribution by the sector in decreasing or alleviating poverty, and boost the socio-economic wellbeing of Bona fide South Africans.

Established big companies have access to lucrative international markets and local markets which may lead to monopoly as they have bigger share of the quota, hence, they may control the local market price of fish which may have an impact to the local consumers of fish.
	Right Holders and Bona fide South Africans are losing in the current situation. 

Paper quota Right Holders receive less profits of the quota allocated by Government and the money which should flow to boost bona fide South Africans social and economic wellbeing is taken by non-South Africans with registered South African companies who lure the Right Holders to sign long-term catching, processing and marketing agreements


1.6. Which of below Seven (7) national priorities are negatively affected by the identified problem? 

	National Priority
	How is the priority negatively affected by the identified problem?

	1. Economic Transformation and Job Creation
	Inability to measure the true empowerment status of the fishery sector that is fully understood by regulators could lead to uncertainty in the industry when new rights are being issued.

	2. Education, Skills and Health
	Paper quotas miss the opportunities to learn business skills and employ new people that could develop skills and learn; hence allocation policies need to be reviewed in order to remove paper quotas. They also deprive people who could have used the allocation more productively.

	3. Consolidating the Social Wage through reliable and quality Basic Services
	Paper quotas and Right holders that do not land fully their quotas miss the opportunity of creating jobs and provide services to the greater community.

	4. Spatial Integration, Human Settlements and Local Government
	This priority is not applicable in this sector.

	5. Social Cohesion and Safe Communities
	An unstable industry has the potential to shed jobs and add to the problem of unemployment and the missed income. 

	6. Building a Capable, Ethical and Developmental State
	This priority is not applicable in this sector.

	7. A better Africa and World
	A stable industry provides jobs and food to the market which contributes to better Africa and the World.


	2. Options


2.1. Describe least three options for addressing the identified problem, including (a) your preferred proposal, and (b) an option that does not involve new or changed regulation (baseline or existing option)

a) Review of the Rights that were active during LTRAMP and decide if there is a need to decrease the number to be equivalent to a number of those Rights that were optimally utilised, and this option might increase the quantum of the participants in the new allocations.
b) Review of the Rights that were active during LTRAMP and decide to maintain the same number of Right holders as during the LTRAMP.

c) No review of policies, allow Right Holders from LTRAMP to be new Right Holders in FRAB 2020.
2.2. Are the proposed options linked to other existing government laws or regulations and what are the gaps / limitations of those existing ones to address your identified problem?
	Government legislative prescripts
	Custodian department / units within your department
	Areas of Linkages
	What are the limitations of existing prescripts?

	MLRA, FRAP2013, LTRAMP2005
	DEFF, Fisheries Branch
	Sections of long time Rights allocation
	The limitation in the current legislation is evident due to various transgressions made by the Right Holders during LTRAMP which will need policies to be tightened. 
existence/compliance by the state to methods to conduct economic studies. 

	BBBE
	Trade and Economic development
	Different levels of Empowerments
	Nonexistence of BEE codes for Fisheries Sector and the easy with which the current empowerment methods are bypassed. 


2.3.  What social groups would gain and which would lose most from the each of the three or above options? Consider specifically the implications for the households earning less; micro and small business; black people, youth and women; and rural development.

	Option
	Main Beneficiaries
	Main Cost bearers

	a) Review of the Rights that were active during LTRAMP and decide if there is a need to decrease the number to be equivalent to a number of those Rights that were optimally utilised, and this option might increase the quantum of the participants in the new allocations.
	Rights holders who get reallocated fishing Rights
	DEFF will bear the costs of reviewing the legislation or policies and allocation of new fishing rights and the Right holders who might lose the fishing Rights and all unsuccessful applications. 

	(b) Review of the Rights that were active during LTRAMP and decide to maintain the same number of Right holders as during the LTRAMP.
	All the right holders who will ultimately receive Right for the next 15 years.
	DEFF will bear the costs of reviewing the relevant fisheries policies and the granting of new fishing rights and all unsuccessful applications.

	(c) No review of policies, allow Right Holders from LTRAMP to be new Right Holders in FRAP2020/2021

	Old Right Holders with benefit because to the it would mean an extension for another 30 years without their performance being reviewed in the past 15 years.
	DFFE will incur administrative costs of communicating the decision to the wider society.


2.4 For each option, describe the possible implementation costs, compliance costs and the desired outcomes, listing who would bear the costs or, in case of the outcomes, enjoy the benefits. 
	Option
	Implementation costs
	Compliance costs
	Desired Outcomes (Benefits)

	a)  Review of the Rights that were active during LTRAMP and decide if there is a need to decrease the number to be equivalent to a number of those Rights that were optimally utilised, and this option might increase the quantum of the participants in the new allocations.


	DEFF and applicants of the Rights to fish.
	DEFF will bear the cost associated with reallocation such as auditors to monitor allocations, website for whistle blowers and other compliance measures.
	Benefits could accrue to DEFF due to stable industry and the Right Holders which will have high quantum allocation that could cushion them during TAC decreases and increase in operating costs. 

	(b) Review of the Rights that were active during LTRAMP and decide to maintain the same number of Right holders as during the LTRAMP.


	DEFF and applicants of the Right
	DEFF will bear the cost associated with reallocation such as auditors to monitor allocations, website for whistle blowers and other compliance measures.
	Full participation of all Right holders in the fishery.

	(c) No review of policies, allow Right Holders from LTRAMP to be new Right Holders in FRAP2020/2021

	DFFE will incur costs of communicating the decision to society at large
	N/A
	No litigations from Right Holders from LTRAMP there might litigations from members of society who might feel opportunities are not made available for companies or individuals that are outside fishing.


2.5 Based on the above table on costs and benefits, describe how different options would contribute to or detract from the national priorities. Remember this is a think-tool, so explore the issues freely.

	Priority
	Option 1
	Option 2
	Option 3

	1. Economic Transformation and Job Creation
	It will be good for both transformation and job creation because the quantum will be much higher if Right Holders are fewer.
	Might be beneficial to transformation because additional Right allocation could only be given to enterprises that enhances transformation. 
	The status core might be good if the fishery is sufficiently transformed.

	2. Education, Skills and Health
	It will be good for skills and education on running the business
	It will be good for skills and education on running the business
	It might not be good to keep suboptimal use of the Right

	3. Consolidating the Social Wage through reliable and quality Basic Services
	It might be good Social wage as it could keep the markets of fish supplied.
	It might be good Social wage as it could keep the fish markets supplied.
	It might not be good if suboptimal use of the Right is not addressed.

	4. Spatial Integration, Human Settlements and Local Government
	N/A
	N/A
	N/A

	5. Social Cohesion and Safe Communities
	It is good because it might maintain and increase the level of jobs to South Africans
	It is good because it might maintain and increase the level of jobs to South Africans
	It might not increase the level of jobs to South Africans

	6. Building a Capable, Ethical and Developmental State
	N/A
	N/A
	N/A

	7. A better Africa and World
	Stable and growing industry provides better Africa
	Stable and growing industry provides better Africa
	If there are not enough jobs the stability of Africa might not be guaranteed


2.6 Describe the potential risks that could threaten implementation of each option and indicate what can be done to mitigate the identified risks.

	Option
	Potential Risks
	Mitigation Measures
	Comments

	(a)  Review of the Rights that were active during LTRAMP and decide if there is a need to decrease the number to be equivalent to a number of those Rights that were optimally utilised, and this option might increase the quantum of the participants in the new allocations.
	Right holders who might lose the rights will not be happy and their might litigate
	The process should be transparent and well communicated to all applicants.
	The resources are limited and not all applicants who apply will be allocated a Right. It is important that the process of Rights allocation is made transparent.

	(b) Review of the Rights that were active during LTRAMP and decide to maintain the same number of Right holders as during the LTRAMP.
	Right holders who might lose the rights will not be happy and their might litigate
	The process should be transparent and well communicated to all applicants.
	The resources are limited and not all applicants who apply will be allocated a Right. It is important that the process of Rights allocation is made transparent.

	(c) No review of policies, allow Right Holders from LTRAMP to be new Right Holders in FRAP2020


	Enterprises who might want to diversify to fishery might not be happy and might litigate
	The process should be transparent and well communicated to the public at large.
	The resources are limited and not all applicants who apply will be allocated a Right. It is important that the process of Rights allocation is made transparent.


At this point, if you think the analysis points to a more useful or stimulating set of options, revise the SEIAS. You may find that you would like to combine some of the options, or that the process of discussion around the options has generated ideas that are better than your original ideas. Ideally, the three options considered should all be good ideas-that provides the best test for the final strategy adopted.
	3 Summary


3.1 Based on your analysis, as reflected in the discussion of the three options above, summarise which option seems more desirable and explain? 

Option 1 is more desirable for stable industry because it provide more quantum for the participating Right Holders, but it is difficult to achieve as it is not easy to convince enterprise to seek alternate business rather than fishing, so the policy show strive a balance between number of participants and the quantum that they will ultimately get if the fishing Right is granted.
3.2 What specific measures can you propose to minimise the implementation and the compliance costs of your preferred option, to maximise the benefits?

The administrative costs could be contained if the process is limited to a shortest possible time, the whole process should not be more than 12 months and minimize the possibility of litigations.
3.3 What are the main risks associated with your preferred option, and how can they best be managed?

A decreasing in the number of participants in the fishery is associated with litigations and to mitigate it, actions that are taken must absolutely be justifiable in law and must be supported by policy.
3.4 What additional research should you do to improve your understanding of the costs and benefits of the option adopted?

The total budget for the entire FRAP2020/2021 could be useful to understand what cost items could be spread within the department staff and which should be done by outside experts. 
For the purpose of building SEIAS body of knowledge please complete the following: 

	Name of Official/s 
	Mr Sobahle Somhlaba / Mr Mandisile Mqoqi

	Designation
	Production Scientist Grade C / Acting Director: OHSFM

	Unit
	Marine Resources Research / Marine Resources Management

	Contact Details
	021 402 3163 / 021 4023342

	Email address
	ssomhlaba@environment.gov.za / MMqoqi@environment.gov.za
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