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1 Study summary

International trade has become an important component of seafood production, with the growth in
seafood trade greatly outpacing both population growth and seafood production growth. The EU plays
a significant role in the international seafood market as the world’s largest seafood importer. The
growing import of seafood into the EU has brought a large volume and variety of seafood to store
shelves, fish counters and restaurant plates, but it may also be impacting EU production — the
businesses and lives of EU fishers and the value chains they supply.

The impact of seafood imports on domestic production has received much less research and policy
attention than the impact of (terrestrial) food imports on agricultural production. The theoretical
issues are the same, however. As with all imports, the potential impact on domestic production is a
combination of two necessary conditions: first, that imported products and domestic production
function as substitutes (i.e. their markets are integrated), and second, that the producer is a ‘price
taker’ in the market (i.e. they lack market power to influence prices). Previous studies have found
several examples of integrated markets for seafood products at a European (and sometimes global)
level, so there is ample scope for the import of seafood to have an impact, although the results vary
on a case-by-case basis.

This study explores the impact of seafood imports on the EU small-scale coastal fleet (SSCF) — vessels
under 12 metres that use passive gear (i.e. non-towed). The full scope of the EU SSCF and the fisheries
it targets are extremely diverse. In Spain alone, the SSCF lands over a thousand identified species. Still,
despite this diversity, SSCF production value is still concentrated on a limited number of key species.
In terms of the economic importance of the SSCF, France, Italy, United Kingdom, Spain, Greece, and
Portugal are the most important Member States, comprising the vast majority of SSCF vessels and
landed value. Descriptive statistics for SSCF and seafood imports were provided for each EU Member
State with a SSCF in Annex 1. The extended version of the report is available upon request: compared
to this public version, it contains a chapter analysing the impact of imports on a domestic fishing
industry, a section regarding the statistical analysis carried out to determine market integration, an
appendix with the semi-structured interview questions for the three case studies and a technical
appendix describing the statistical methodology applied within the study.

To test for market integration, statistical analyses were conducted on SSCF landing prices and imports
of substitute products using monthly data. Based on the statical analyses, we classified market
integration into four categories along a spectrum from complete substitutability (e.g. homogenous
products) to complete independence (e.g. product differentiation): non-existent, loose, moderate,
and tight. Where no market power for the SSCF was found, it was concluded that that seafood imports
were likely having an impact on SSCF businesses.

Data challenges limited the number of cases that could be statistically analysed. The main challenges
concerned the collection of SSCF-specific prices as well as the collection of trade data at the right level
of species aggregation. In addition, datasets on imports and SSCF production needed to be long
enough and complete enough (i.e. no or few missing values) to allow for a robust statistical analysis.
In total, thirteen cases were analysed: cod in southern Sweden, lobster in northern France, octopus in
northern Spain, cuttlefish in eastern Italy, seabass in north-western France, gilthead seabream in
western France, sole in western France, lobster in the UK, lobster in south-eastern Ireland, octopus in
central Portugal, cuttlefish in central Portugal, blackspot seabream in central Portugal, and seabass in
central Portugal.

In three of the thirteen cases analysed (cod in southern Sweden, lobster in northern France, and
lobster in the UK), SSCF production was found to be moderately integrated with extra-EU imports. In
the other ten cases, market integration was found to be loose or non-existent. There were no cases
of tight or perfectly integrated markets. In two of the three moderately integrated cases (cod in
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southern Sweden and lobster in the UK), the SSCF was a price taker in the market, meaning that extra-
EU imports may be having an impact on the EU SSCF through market prices.

At the intra-EU level, in two of the thirteen cases analysed (lobster in northern France, octopus in
northern Spain), SSCF production was found to be tightly integrated with intra-EU imports, with a third
case of moderate integration (gilthead seabream in western France). However, in all three cases, the
SSCF was identified as the price maker, so there is little anticipated impact for the MS analysed.

This statistical analysis was complemented by in-depth studies for three of the test cases. These case
studies included interviews with key participants in the value chain for seafood imports and SSCF
production for the selected species and area. Each case study revealed an important market dynamic
to caveat the statistical analysis. For cod in southern Sweden, interviewees indicated that issues
outside of trade, specifically the poor ecological state of the Baltic cod stock and widespread seal
predation, were much more significant business concerns for cod fishers, despite Swedish cod being
one of the test cases with moderate market integration and little market power for the SSCF. For
lobster in northern France, where it appears that markets are moderately integrated, interviewees
indicated that there may be more integration between imports and SSCF production when SSCF
landings are lower grade, cheaper products. For octopus in Spain, there was a similar emphasis on
product specification — in this case between fresh and frozen products.

It is not advisable to extrapolate from these findings to broader conclusions at the EU level. The
findings of this study, which echo previous studies on seafood market integration, indicate that
markets are case-specific and conclusions from one fishery may not even hold across an EU Member
State, and even less so for the whole EU. The many cases that were not covered, for example due to
a lack of data, were generally less prominent markets. This may make them more likely to differentiate
in a niche market and therefore insulated from seafood imports, or equally it may make them more
likely to function in the seafood market as a substitutable with seafood imports due to a lack of
familiarity. The impact of seafood imports on these EU fisheries is therefore ambiguous and the total
impact of imports on EU fisheries is highly uncertain.

The study findings do indicate, however, that several key seafood markets in the EU, at least those of
significant importance for the SSCF, are not significantly integrated with imports. In cases of loose or
no market integration, any impact on the SSCF from seafood imports is expected to be minimal. The
possible reasons for this finding are not analysed in this study, but may include differentiation by
product type (e.g. fresh), geographic differentiation (e.g. local labels), small and informal supply chains
that are difficult to enter with small returns, or a lack of close substitutes. Additionally, market
integration for the EU industrial fleets is not analysed in this study but many of the same explanations
could apply — although to a lesser degree given the differing characteristics of their production (e.g.
more processed seafood, larger supply chains that are easier to enter).

A lack of market integration highlights the importance of other factors in price determination for the
EU SSCF. Other influences, such as policies and institutions, may have a significant role to play in EU
seafood markets, and, importantly, there is still scope for impactful SSCF market strategies despite the
increase in seafood imports.

The EUMOFA team acknowledges with grateful thanks the input, feedback and expertise provided by
Johan Blomquist and Staffan Waldo, who authored the Swedish case study; Sebastian Metz, who was
responsible for the French and Spanish case studies and also conducted the econometric analysis on
the other ten cases; Griffin Carpenter, who was responsible for the background, literature review and
country fiches. In addition, all of them contributed to the study discussion and conclusions.
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2 Study objectives and definitions

2.1 Study objectives

An ad hoc study was requested by DG MARE to better understand the functioning of supply chains
and markets for the EU small-scale coastal fleet (SSCF) and to analyse potential market interaction
with seafood imports. The objectives of this study are fivefold:

1. For the EU and each EU Member State with a marine fishing fleet, identify and describe the
SSCF and the markets it supplies.

2. For the EU and each EU Member State with a marine fishing fleet, identify and describe the
import of seafood and the markets these products supplies.

3. Identify and analyse the sourcing strategies used by actors in fishery supply chains (e.g.
retailers, fishmongers, wholesalers), particularly those sourcing products from the EU SSCF.

4. Based on this information, investigate the observed and potential impact of seafood imports
on the EU SSCF.

5. Identify communities or regions that are most impacted by imports due to a high dependency
or interaction with the local fishing fleet.

This study delivers these objectives through multiple integrated methodologies. First, existing
information on seafood trade and local competition with imports is provided through a literature
review of secondary sources. Second, statistical analysis was used to test for market interactions
between seafood imports and the EU SSCF. Third, case studies are explored for Baltic Sea cod in
southern Sweden, lobster in northern France, and octopus in northern Spain. These three case studies
use local, specified data and interviews with key stakeholders along the supply chain. Fourth, the SSCF
and seafood imports are analysed using descriptive statistics for the EU and each Member State with
a marine fishing fleet.

2.2 Definitions

Throughout this study, a consistent set of definitions was applied for the EU SSCF and seafood imports.

2.2.1 The EU small-scale coastal fleet

Different MS apply different definitions for their ‘small-scale’ fishing fleet. Frequently this distinction
is made based on the length of the vessel, although some Member States use multiple criteria and
others make no distinction at all (Davies et al., 2018). At the EU level, EU Regulation 508/2014 of the
EMFF defines the small-scale coastal fishery as “fishing carried out by fishing vessels of an overall
length of less than 12 metres and not using towed fishing gear, as listed in Table 3 of Annex | to
Commission Regulation (EC) No 26/2004”.

The Scientific, Technical and Economic Committee for Fisheries (STECF), which provides scientific
advice for use in EU fisheries management, applies the EMFF definition of the SSCF in its provision of
economic data:

Small-scale coastal fleet (SSCF) - includes all vessels under 12 meters using passive gears.
According to the DCF gear definitions these include: ‘drift and/or fixed netters’, ‘pots and/or
traps’, ‘hooks’, ‘passive gears only’, ‘other passive gears’, ‘polyvalent passive gears only’,
‘active and passive gears’.

As STECF data forms of the basis of fleet economic analysis in EU fisheries, SSCF is defined in this study
as “fishing carried out by fishing vessels of an overall length of less than 12 metres and not using towed
fishing gear”. A careful analysis of the STECF database of fleet economic performance shows that for
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several Member States (e.g. France, Denmark), the fleet segmentation does not follow the strict
definition of SSCF, as passive gear segments (notably HOK, FPO, DFN and PGP segments) are
associated with the marginal use of towed gears (notably dredge DRB and sometimes trawl OTB and
OTM) when the information is available. For some Member States, the precise combination gear and
species caught is not available in the dataset prior to 2015 (only the main gear was reported), which
may also lead to the inclusion of vessels using towed gears in passive gear segments. This data issue
is a caveat to the study results that follow.

2.2.2 Extra-EU and intra-EU imports

This study focuses on the effect of imports on the activity of SSCF vessels. Imports could be defined
from two separate channels:

e Extra-EU imports: products originating from third countries that are sold in the EU, including
those landed in the EU from vessels flagged by non-EU countries.

e Intra-EU imports: products originating from one Member State and sold in a second Member
State, including those products landed in a Member State other than the flag of the vessel.

The policy relevance of the two channels differs significantly, with the latter determined by the EU’s
internal market. The focus of this study is on extra-EU imports, although intra-EU imports sometimes
included in the subsequent analysis (specified in the text).

There is, however, a delineation issue between the two channels due to the ‘Rotterdam effect’, where
trade is recorded to one country due to the inclusion of quasi-transit goods. Where possible, this issue
was addressed in the study methodology by excluding intra-EU trade flows that likely originate from
extra-EU countries, but the potential issue cannot be fully accounted for. The consequence is that
some products may appear to be intra-EU imports but were originally extra-EU imports further back
in the supply chain. A smaller issue is extra-EU imports that were first exports EU exports and then re-
entered the EU market (e.g. EU-caught seafood that is exported for processing outside the EU and
then exported back to the EU market for final consumption).

There is also a delineation issue when considering intra-EU imports. Potential effects of intra-EU
imports on the SSCF could be understood as a broader question concerning competition between
regional fishing fleets inside the single market either at Member State level (e.g. octopus in Galicia
versus octopus in Asturias) or at the EU level (e.g. octopus in Galicia versus octopus in Northern
Portugal, lobster in Bretagne versus lobster in Scotland). In some cases, regional competition could
illustrate the impact of production from EU offshore and distant water fleets on the SSCF, but they
could also show how several SSCF segments may compete (see for example the octopus case study
and the lobster case study).

2.2.3 Market integration

Tests for market integration measure the extent to which prices in different markets are interrelated.
These tests can focus on prices of a homogeneous commodity in two different locations or two
potentially substitutable commaodities in close locations. Some methods rely on a model specification
based only on prices, without including any information on quantities traded (notably the times series
analyses based on vector autoregression models). Other methods are based on models integrating
both prices and quantities, notably the evaluation of cross-price elasticities (not developed in this
study). The method developed for this study relies only on price information. To test for market
integration, statistical analyses were conducted on SSCF landing prices and imports of substitute
products using monthly data. Based on the statical analyses (notably the variance decomposition), we
classified market integration into four categories (non-existent, loose, moderate, and tight) along a
spectrum from complete substitutability (e.g. homogenous products) to complete independence (e.g.
product differentiation).
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3 Background

3.1 Patterns in seafood trade

By value, seafood is the most traded food commodity in the world (Terazono, 2016). This position at
the top is partly explained by large quantities of production — over 171 million tonnes in 2016 (FAO,
2018) — but also by the trade-oriented nature of fisheries production — perhaps explained by the
coastal setting in which marine fisheries are situated. At a global level, 40% of all seafood production
is exported. Seafood trade is also spurred by comparatively low tariffs, especially compared to other
food products (OECD, 2003; Melchior, 2006).

Despite the long history of seafood trade, the level of trade continues to grow dramatically at 9.1%
per year (FAO, 2020b). This growth rate in seafood trade greatly outpaces both world population
growth (2.0%) and the production of seafood itself (3.7% with most growth coming from aquaculture)
(Figure 3-1). With seafood trade outpacing seafood production, the share of global fish consumption
supplied by imports, which currently stands at 22% (39 million tonnes), is also increasing.

Figure 3-1: Trends in global population, seafood production, and seafood trade

400%
350%
2 300%
(4]
= 250%
@
3
< 200% «= Seafood trade growth
&
S 150% s Seafood production growth
=
§n 100% s POpulation growth
bl
< 50%
(=
2 0%
-50%
W o0 O N T WY 0O o T W 0O o T WO NS W
~ I~ 0 0 @ 0 © ¢ @ ) @ Q@ 9 @ @ @ o o o oA
o O g O O O O O O 0 O 0 0 O 0O C O O O O O
- L T R R I I I - - N~ o~ [a I o'} [t I o' N~

Source: Authors’ calculations based on World Bank, 2020; FAO, 2020a; FAO, 2020b.

The EU holds a key position in seafood trade as the single largest seafood destination market. In 2017,
31% of all seafood imported was to an EU Member State including 38% by value (including intra-EU
trade) (Figure 3-2).

Figure 3-2: Seafood imports by country
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This importance of seafood trade to the EU market is also a vulnerability, however, as the EU relies on
imports to maintain a high level of fish consumption (Figure 3-3). Imported seafood now represents
more than 60% of all seafood consumed in the EU (Josupeit, 2016) — a share that continues to grow.

Figure 3-3: Intra and Extra EU seafood trade flows
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Source: Authors’ calculations based on EUMOFA, 2020a. Monetary values have been adjusted for inflation (2015 constant
prices using Eurostat GDP deflator).

International trade has become an important part of consumption in the EU, bringing a large volume
and wide variety of seafood to store shelves, fish counters and restaurant plates. But trade can also
have an impact on the production side. There are of course direct impacts on seafood producer
outside of the EU, but also impacts on local producers — the businesses and lives of EU fishers and the
value chains they supply.

3.2 Policy context

Concerns regarding the impact of imports on EU producers have been raised at a high political level.
One recent example is the fall in prices of citrus fruits in the EU and questions in the European
Parliament (Tremosa | Balcells, 2019) and a February 2019 hearing (Fresh Plaza, 2019) on the potential
connection to an increase in imports of citrus fruits from South Africa, Egypt, Morocco, and Turkey.

Compared to agriculture, the impact of imports on domestic production has received far less
attention, but there have been occasions. In 2018, the European Parliament adopted Report on the
optimisation of the value chain in the EU fishing sector (2017/2119(INI)) which notes that “the EU
fishing sector is facing ever-more difficult and complex challenges” and lists “competition from
imports of products from third countries” among other challenges. Among its recommendations, the
Parliament “encourages the Commission to conduct a study on the impact of imports on local
fisheries”. Similar observations and recommendations were also made in a 2010 European Parliament
Report that were made in the context of reforming the Common Fisheries Policy (2009/2238(IN1)).

While the 2017 ratification of Comprehensive Economic and Trade Agreement (CETA) between the EU
and Canada removed tariffs on Canadian lobster and could further increase these imports (see 4.2 for
a case study on French lobster), few concerns were raised at the time from the EU fishing sector. The
only reported concerns were from lobster exporters in the US who continued to face tariffs on their
exports to the EU market and were thus comparatively disadvantaged (White, 2017; FAO, 2018b).

The issue of seafood imports recently arose in response to the Covid-19 public health crisis as EU
Member States, like many nations globally, sought to promote sales from local producers during the
crisis. This resulted in accusations from Scottish seafood exporters that the French fishing industry
was engaging in anti-competitive practices in their efforts to promote local sales (Holmyard, 2020).
There were even demands to block the import of any French products coming into Scotland (Finlay,
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2020a), although the French government denied that any anti-competitive practice was taking place
(Finlay, 2020b).

4 Case studies

This section presents the findings of three case studies: Swedish cod, French lobster, and Spanish
octopus. They were selected based on the following attributes:

e For each case study, a species-export country combination with a large flow of value to an importing
EU Member State relative to other flows of species between those countries (e.g. species A from
country X, sold in EU country Y, which has a higher financial value than flows of other seafood
products between those two countries).

o Swedish imports of cod are dominated by Norway with 93% of the extra-EU imports and 85%
of total imports.

o Canada is responsible for 62% of the extra-EU imports, but indirect trade routes mean
further imports enter as intra-EU trade, for example imports from Canada first entering the
EU market through the Netherlands and then onto France.

o The majority (58%) of extra-EU imports of octopus to Spain come from Morocco. Spain is a
large exporter but a small importer of octopus through intra-EU trade.

e For each case study, a species that is a significant share of catch value for the SSCF in the importing
EU Member State and a large number of affected vessels (>100).

o Forthe two Swedish SSCF segments totalling 700 vessels (SWE NAO DFN0010 and SWE NAO
DFN1012), cod represents 8 and 18% of their landed value. Only some of these vessels fish
cod.

o Four French SSCF segments totalling 500 vessels (FRA NAO FPO0010, FRA NAO FPO1012, FRA
NAO PGP0010, FRA NAO PMPO0010) rely on lobster (Homarus gammarus) for between 10
and 20% of their landed value.

o Three Spanish SSCF segments totalling 1,100 vessels operating in the Mediterranean Sea
(ESP MBS DFN0612, ESP MBS PMP0006, ESP MBS PMP0612) rely on octopus for between 10
and 20% of their landed value, while in the Northeast Atlantic one Spanish SSCF segment
(ESP NAO FPO1012) relies on octopus for 70% of its landed value and two more (ESP NAO
PMP0010, ESP NAO PMP1012) rely on octopus for 20% of their landed value. These
Northeast Atlantic fleet segments total 2,100 vessels.

e Taken together, a geographic spread between the import Member State/region/fishery.

o The Baltic Sea (Swedish cod case study), English Channel (French lobster case study), and the
Bay of Biscay/Northeast Atlantic (Spanish octopus case study) represent three distinct areas
of EU waters.

e Taken together, geographic spread between the export countries and the EU’s trading relationship
with them.

o The main export countries of Norway (Swedish cod case study), Canada (French lobster case
study), and Morocco (Spanish octopus case study) cover three different continents. Norway
has access to the EU’s single market through the European Economic Area agreement, the
new Comprehensive Economic and Trade Agreement between Canada and the EU has
eliminated tariffs (8%) on lobster imports from Canada, while Morocco operates under an
“advance status” trade agreement and the EU and Morocco have been negotiating a Deep
and Comprehensive Free Trade Agreement for several years.

e Taken together, a focus on different processing stages and points in the seafood supply chain.
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o Imported cod to Sweden is mostly fresh, imported lobster to France is mostly live, and
imported octopus to Spain is mostly chilled or frozen.

The three case studies use quantitative analysis though local, specified data combined with a
qualitative approach that include a literature review and interviews with key stakeholders across the
supply chain. In all three case studies more detailed data is available than what is available at the EU
levelin the statistical analysis. The semi-structured interviews were conducted from April 2020 to June
2020.

4.1 Cod in southern Sweden

4.1.1 Background

Cod (Gadus morhua) is caught by the Swedish fishing fleet in three marine areas: the North Sea (ICES
areas 20-21; Kattegat and Skagerrak), the western Baltic Sea (ICES squares 22-24), and the eastern
Baltic Sea (ICES areas 25-29,32). Swedish quotas in the Kattegat and Skagerrak are small (below 1,000
tons in 2019) and are mainly used as bycatch in the valuable Nephrops fishery. The focus of this case
study is the Baltic Sea cod.

The Baltic Sea cod fishery has faced substantial changes in recent years. In the early 1980s, the cod
fishery was booming with around 350,000 tonnes of cod landed annually (ICES, 2019). This marks a
stark comparison to the current (2020) situation where cod fisheries in the eastern Baltic Sea is under
a moratorium (EU Council, 2019). Traditionally, the eastern Baltic cod stock has been larger than the
western; illustrated by the Swedish quotas in 2012 which were 3,312 tonnes for the western Baltic
cod stock and 15,791 tonnes for the eastern Baltic cod stock. In 2020, the quota is 592 tonnes of cod
to be caught in ICES areas 22 and 23 which is part of the area for the western Baltic cod stock.

Figure 4-1: Map of ICES subareas in the Baltic Sea and transition area
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The total allowable catches (TACs) for the Baltic cod stocks are set by the EU Council of Ministers each
year and Member States then allocate their national quotas amongst their vessels. In Sweden, the cod
quota is allocated to different fleet segments depending on gear types (active or passive gears).

Traditionally, around 75% of the Swedish quota has been allocated to vessels using active gears
(demersal trawls), and 25% to SSCF." The main gear types used by the SSCF are bottom set gillnet,
trammel net, and longline. Gillnet and trammel net are bottom anchored nets while longline is a baited
line left in the water for the cod to take the bait. Gillnet is the dominant gear making up around 75%
of total cod catches in the small-scale fishery, and longline is second with around 20%.>

The SSCF cod fishery along the Baltic Sea coastline has been declining for years and the total fleet
along the south coast decreased by over 30% from 2008 to 2017 (Waldo & Blomquist, 2020) to a
current total around 175 vessels. However, many of these are vessels less active and run by retired
fishers. A civil servant for fisheries in the region noted in an interview for this study that even before
the moratorium they only had a few vessels providing substantial landings of cod. The critical situation
for the Baltic cod stocks is reflected in the economic performance of the cod vessels which turned
from a positive profit in 2008/09 into major losses since about 2015 (Waldo and Blomquist, 2020).

A problem put forward by SSCF fishers on the eastern Baltic Sea stock is their dependency on cod
(Waldo et al., 2020b). The Baltic Sea contains few species and access to some of the major alternatives
to cod has been restricted by new regulations the past few years. The eel fishery is heavily restricted
and not possible to enter, and the salmon fishery was lost due to the ban on driftnets. Thus, the fishers
have few options and the fishery is described in the interviews as being instable based on the low
flexibility. However, one of fishers interviewed for this study has tried to broaden his business by
fishing for species like turbot, herring, and perch (Swedish fisher 1, personal communication, April
2020). Focus is on processed products (e.g. vacuum packaged fillets) for the local premium market.
The fisher pointed out that the major market issue is not demand for his products but his own supply
that is restricted by seals eating the fish from the nets and difficulties getting permits to adapt the
fishery to the new situation with cod.

A major issue put forward in both interviews and for the small-scale fishery in the Baltic Sea is the
development of the grey seal population. Seals compete for the resource by predation (although not
primarily cod), eating cod from the nets causing major economic damages, and infecting the cod with
parasites. This is shown to have major negative impacts on the economic performance of the small-
scale fishery (Waldo et al, 2020a) and fishers express that “They [authorities] must do something. If
we are to have any fisheries left” (citation from Waldo et al, 2020b).

4.1.2 Imports of cod to S