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summary

Background

The CFP aims to reverse a historic trend of overﬁshing, create sustainable fish stocks
and a viable fisheries sector'. European waters have been heavily depleted for dec-

ades?, leading to financial problems for many fishers.

In the run-up to the 2013 reform of the CFP, a 2009 European Commission Green
Paper summed up the problem for European Union (EU) fisheries as being that “too
many vessels chase too few fish.™ Overcapacity in the EU ﬁshing fleet drives overfish-
ing and increases pressure on marine resources. According to the Green Paper it was

the fundamental problem to be solved by the CFP reform.*

The reformed CFP according]y has a number of provisions that seck to address over-
capacity. Article 22 of the CFP’s Basic Regulation establishes mechanisms by which
Member States are to seck to identify overcapacity and Continually to adjust the size
and nature of their fishing fleets to their fishing opportunities’ The Member States
are to submit annual reports to the Commission on the balance between the capacity
of their fleets and their fishing opportunities (capacity balance reports). These na-
tional reports are to be based on guidelines developed by the Commission, and the
guidelines are to indicate relevant parameters. If an overcapacity is identified by a
Member State in its Teport, the Member State is to prepare and submit an action
plan to the Commission to achieve balance. Each year, the Commission is in turn to
inform the European Parliament and Council about the balance between Member
States’ fleets and fishing opportunities.

Article 17 of the Basic Regulation implies that in the event of a need to reduce overall
capacity, the most sustainable fisheries are to be prioritised for retention.

EU financial assistance to Member States and fisheries under Articles 40—42 of the
CFP can be used to support the adjustment process, and submission of the annual

capacity balance report is a precondition for obtaining certain funding.

Regionalisation (decentralisation of some decision-making to the Member States
fishing in a particular marine area) under Article 18 is an important part of the
reformed CFP. It has the potential to improve the sustainability of fisheries and
the efficiency of their administration. In this context, politicians and civil servants
managing fisheries, as well as fishers and potential investors, will need balance assess-
ments conducted at the regional level. These do not at present exist.

' See for example The Common Fisheries Policy (CFP), https://ec.europa.eu/fisheries/cfp_en

2 European Commission: GREEN PAPER Reform of the Common Fisheries Policy, COM(2009)163 final, Brussels, 22.4.2009
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2009:0163:FIN:EN:PDF (henceforth referred to as the Green Paper).
Note that in the present study, “fishers” refers to individuals and companies that fish commercially.

S>>
3 Green Paper, p.5 S

4 Green Paper, p. 8 w
5 Official Journal of the European Union, REGULATION (EU) No 1380/2013 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

of 11 December 2013 on the Common Fisheries Policy. http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32013R1380

(henceforth referred to as the Basic Regulation). “Fishing opportunities” refers to permitted levels of catches or of effort spent trying to

catch fish.

6 https://ec.europa.eu/fisheries/cfp/fishing rules/regionalisation_en
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In this scudy, we take a closer look at Article 22 and the reporting guidelines de-
veloped by the European Commission in accordance with it. We also take a look at
some of the capacity balance reports submitted by Member States in the Baltic Sea
region and at the way the European Commission has been dealing with these reports.
Besides this, we look at capacity balance reports prepared by the European Commis-
sion’s Scientific, Technical and Economic Committee for Fisheries (STECF)?

The capacity balance reporting relating to the western Baltic cod fishery, a fishery
showing clear symptoms of overcapacity and overﬁshing, is used as a running case

study.
The goals of the study are:

« to review Member States’ compliance with the provisions on submission of
capacity balance reports and action plans to the European Commission, and
the Commission’s compliance with the requirements on reporting to the

European Parliament and Council, as set out in Article 22; and

« to identify whether the capacity balance reporting regime and the Commis-
sion’s guidelines provides decision-makers and stakeholders at the national,
regional, and EU levels with the information about overcapacity that they
need in order to help them achieve the objectives of the CFP.

Findings

On the basis of our analysis of capacity balance reports by the EU Member States
in the Baltic Sea region, STECF and the European Commission, as well as the Com-
mission’s Guidelines® for national reporting under Article 22, we conclude that
decision-makers and stakeholders do not currently receive adequate information
from Member States and the Commission about overcapacity. As a consequence, the
CFP’s system designed to reduce overcapacity is in all probability not delivering the

intended reductions.

One of the primary reasons appears to be that the Commission itself fails to comply
with key provisions of Article 22 in a number of ways. For example, its Guidelines do
not indicate relevant enough parameters and indicators for national capacity balance
reporting. Moreover, there is overall poor compliance with the Basic Regulation and
the Commission’s Guidelines among EU Member States in the Baltic Sea region.

STECF has repeatedly criticised the Commission’s Guidelines and proposed im-
provements. However, STECF’s criticisms and recommendations have not been re-
flected in the Commission’s reports to the European Parliament and Council, and
the Commission appears to have taken no follow-up actions in response to STECF’s
findings. Furthermore, there is a serious weakness in the CFP’s indicators for

measuring fishing capacity. They do not take account of "technological creep), as a

7 STECF is an expert advisory body set up by the European Commission and connected to the Commission'’s scientific service, the
Joint Research Centre (JRC) https://ec.europa.eu/jrc/en/about/jrc-in-brief . See also COMMISSION DECISION of 25 February 2016
setting up a Scientific, Technical and Economic Committee for Fisheries (2016/C 74/05) https://stecf.jrc.ec.europa.eu/c/document
library/get_file?uuid=679f11ad-af3a-4ea0-9c65-b64f9711e122&groupld=43805

8 COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT AND THE COUNCIL Guidelines for the analysis of
the balance between fishing capacity and fishing opportunities according to Art 22 of Regulation (EU) No 1380/2013 of the European
Parliament and the Council on the Common Fisheries Policy, COM(2014) 545 final, Brussels, 2.9.2014 https://eur-lex.europa.eu/Lex-
UriServ/LexUriServ.do?uri=COM:2014:0545:FIN:EN:PDF (referred to henceforth as the Guidelines or the Commission’s Guidelines).
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result of which a Member State’s ability to catch fish may increase despite indicators

showing a decrease?

10

From a regional perspective, neither of the two national rcports analysed most
closely in this study reflect the actual extent of overcapacity in the western Baltic
cod fishery. Fleet segments" are identified and grouped together in such a way that
an overcapacity is identified for small vessels, but not for larger vessels (even if the
lateer fish more from the same depleted stock™). It is not possible to obtain a good
regional overview either from the national reports of the Member States in the Baltic
Sea region or from the reviewed capacity reports produced by STECF. Thus, report-
ing does not currently provide fisheries managers and stakeholders at the regional
level with the information needed to reduce overcapacity and to pressure decision-

makers to prevent overfishing,

It is still common for Member States and some stakeholders to argue for the right to
catch more fish for so-called socio-economic reasons.”” However, for a Member State
to plead socio-economic reasons for higher shing quotas may simply indicates that
it has an overcapacity in its flect. Claims regarding socio-economic impacts should
trigger the Commission (and where relevant, the Member State) to take a closer
look at the capacity balance of fleet segments potentially fishing the relevant stock.

The potential effects of Brexit are difficult to assess fully, but some scenarios may
result in an overcapacity in remaining EU Member States that in turn risks spilling
over into other EU fishing waters. Therefore, it is a matter of urgency that a robust
EU-wide system to identify and address overcapacity be in place by the time Brexit

enters fully into fOI‘CC.

Recommendations

We recommend that EU Member States:

- give closer consideration to the intentions behind the CFP and follow the
European Commission’s Guidelines more closely when reporting on capacity

balance;

9 Technological creep’ refers to technological advances that increase the ability to catch fish but are not captured by the convention-
al method of measuring fishing capacity. See for example Marchal, Paul & Bo, Andersen & B, Caillart & Eigaard, Ole & Guyader, Olivier
& Holger, Hovgaard & Iriondo, Ane & Fur Fanny, Le & Sacchi, Jacques & Santurtdn, Marina. (2007). Impact of technological creep on
fishing effort and fishing mortality, for a selection of European fleets. ICES Journal of Marine Science (1054-3139) (Oxford university
press), 2007, Vol. 64, N. 1, P. 192-209. 64. https://www.researchgate.net/publication/29491769_Impact_of technological _creep
on fishing effort and fishing mortality for a selection of European fleets

' Those produced in 2016 and 2015 respectively by Denmark and Germany, who together dominate the western Baltic cod fishery.
Links to these and the other national reports reviewed may be found in the References section at the end of this study.

" Afleet segment is a subdivision of a country's overall fishing fleet. A segment is normally defined as a combination of a particular
fishing technique category and a vessel length category. See for example https://datacollection.jrc.ec.europa.eu/wordef/fleet-
segment-dcf

2. Astock is defined in the Basic Regulation as "a marine biological resource that occurs in a given management area” (Art. 4(14)), that
is, the population of a particular species of fish in a particular area. ICES defines a fish stock thus:

“A part of a fish population usually with a particular migration pattern, specific spawning grounds, and subject to a distinct fishery. In
theory, a Unit Stock comprises all the individuals of fish in an area, which are part of the same reproductive process. It is self-con-
tained, with no emigration or immigration of individuals from or to the stock. On practical grounds, a fraction of the unit stock is
considered a ‘stock’ for management purposes (or a management unit), as long as the results of the assessments and management
remain close enough to what they would be on the unit stock.”

ICES, Acronyms and terminology, http://www.ices.dk/community/Documents/Advice/Acronyms_and_terminology.pdf

3 See for example the ‘bible’ with comments from national delegations prepared by the General Secretariat of the Council in advance
of the Agriculture and Fisheries Council meeting in October 2016 to determine fishing quotas for the Baltic Sea for 2017: Note from
the General Secretariat of the Council to Delegations, 11813/16 PECHE 296 + ADD 1 - COM(2016) 545 final + Annex, 22 September
2016 http://data.consilium.europa.eu/doc/document/ST-12395-2016-REV-1/en/pdf
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be more active in secking to identify and address imbalances, for example by

providing supplementary information needed for more accurate assessments;
present capacity balance conclusions in a clear and transparent manner;

submit robust action plans that are in compliance with European Commis-

sion’s Guidelines when they identify an overcapacity;

follow up on action plans and include updates on progress on capacity reduc-
tion in their annual capacity balance reports;

request the European Commission to improve its Guidelines by including
parameters and indicators for capacity balance reporting that are more rele-

vant, as well as clearer directions for fleet segmentation, in order to remedy

the deficiencies identified by STECF; and

encourage the European Commission to request STECF or another inde-
pendent body to prepare a regional capacity balance report for the Baltic Sea

region as a pilot area.

We recommend that the European Commission:

revise its Guidelines, by:
— altering their approach to fleet segmentation to ensure thac it reflects che

total pressure on a fish stock;

— revising the parameters and indicators for capacity balance reporting as

recommended by STECF; and

— including templates for the annual national capacity balance report and

action plan;

include reference to Member States’ action plans in its annual capacity
balance reports to the European Parliament and Council, as stipulated by the CFP;

include a summary of the opinions of STECEF in its annual capacity balance
reports to the European Parliament and Council, as was formerly stipulated

by the Basic chulation prior to its 2013 revision;

take action when Member States do not comply with its Guidelines, for
example by:
— asking follow-up questions of, and providing feedback to, Member States;

;md

— using the financial penalties available under Article 22(4) of the Basic
Regulation when Member States continually fail to comply with the
Guidelines;

request that STECF develop and apply a methodology for taking into

account ‘technological creep’ when assessing trends in fishing fleet capacity;

request that STECF or another independent body take a closer look at the
czlpacity balance of fleet segments ﬁshing a particular stock in cases where
Member States or fishers’ representatives argue that scientific advice should

not be followed because of socio-economic impacts; and

request that STECF or another independent body conduct a pilot regional

assessment of capacity balance covering the Baltic Sea region.

A



We recommend that the European Parliament and national parliaments:

« act to ensure that the rules and intentions of the CFP are followed, and that

capacity balance reporting does in fact contribute to achieving the goals of
the CFP, by:

monitoring developments in capacity balance reporting more closely;

ensuring that the European Commission includes reference to national
action plans in its annual capacity balance reports to the European Parlia-
ment and Council;

requesting the European Commission to include the opinions of STECF
in its annual capacity balance report; and

requesting the European Commission to revise its Guidelines in order to
remedy the deficiencies identified by STECF, with particular actention to
the relevance of fleet segmentation, parameters and indicators; and

+ encourage the European Commission to request STECF or another inde-

pendent body to prepare a regional capacity balance report for the Baltic Sea

region.
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1. Fishing fleet overcapacity
in the Common Fisheries
Policy

1.1 Fishing fleet overcapacity
- the fundamental problem

1.1.1. A global problem

Overfishing and the consequent depletion of our common resources in the oceans
threaten the wider marine environment as well as the commercial fisheries sector
and those working in it, the welfare of communities dependent on fishing, and ulti-
mately global food security. At the World Summit on Sustainable Development in
Johannesburg in 2002, governments from all around the world agreed urgently to
address the issue of managing fleet capacicy.™

Excessive fishing capacity has long been recognised by the UN Food and Agriculture
Organization (FAO) as the primary cause of overfishing and the resultant declines of
fish stocks.> Overcapacity in fishing fleets can lead tor

« political pressure from fishers’ organisations, local politicians and others to

set quotas above scientifically recommended levels;
+ consequent overexploitation and depletion of stocks;
« poor profitability in the sector;
« conflicts between different fleet segments competing for the same fish stock;

+ increasing incentives to engage in illegal practices such as fishing above set

quotas or high-grading;** and

+ problems with monitoring and enforcement, as authorities’ efforts may not

keep pace with increased incentives to engage in illegal practices.

1.1.2 A European problem

The marine ecosystems in the EU’s waters have the potential to ensure highly pro-
ductive fish stocks and a thriving fisheries sector.” Unfortunately, these waters have
been overfished for decades, leading to depleted stocks and economic problems for
the fisheries sector. The CFP aims to reverse this downward trend, creating healthy
fish stocks, sustainable fisheries and a viable ﬁshing industry.

Overcapacity has long been recognised as a problem in the EU. The CFP, originally

™ Plan of Implementation of the World Summit on Sustainable Development, Article 31(d), http://www.un.org/esa/sustdev/docu-
ments/WSSD_POI_PD/English/WSSD_Planimpl.pdf

5 FAO Fisheries technical paper 445, 2003, Measuring capacity in fisheries, http://www.fao.org/tempref/docrep/faoc/006/y4849e/
y4849e00.pdf

6 'High-grading' refers to the discarding of a portion of a vessel's legal catch that could have been sold in order to retain a higher or
larger grade of fish that will bring higher prices. (ICES, Acronyms and terminology, www.ices.dk/community/Documents/Advice/Acro-
nyms_and_terminology.pdf)

7 See for example Green Paper, p. 7.

o
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adopted in 1983, was reformed in 1992 with the intention (among others) to “remedy
the serious imbalance between fleet capacity and catch potential”® The reform
resulted in compulsory targets for capacity reduction; however, the results were in-

sufficient to remedy the problem.”

Another revision of the CFP took place in 2002, with new measures being intro-
duced to address the problem of overcapacity.*® However, these measures also proved
inadequate: the Green Paper prepared by the Commission in 2009, in advance of the

2013 reform, concluded that

[d]espite continued efforts, fleet overcapacity remains the fundamental
problem of the CFP. Overall, the European fleets remain far too large for the
resources available and this imbalance is at the root of all problems related to
low economic performance, weak enforcement and overexploited resources.
The future CFP must have in-built mechanisms to ensure that the size of
European fishing fleets is adapted and remains proportionate to available fish
stocks. This is a pre-requisite for all other pillars of the policy to work.”

Or put more simply

the fishing fleets remain too large for the available resources ... too many vessels
chase too few fish.>

The Green Paper further found that

[alnother important consequence of the vicious circle of overfishing, over-
capacity and low economic resilience is high political pressure to increase
short-term fishing opportunities at the expense of the future sustainabilicy
of the industry. Sustained political and economic pressure has led industry
and Member States to request countless derogations, exceptions and specific
measures. In many cases, the industry has found ways to counteract the shore-
term negative economic effects of these measures, leading to the need for even
more detailed measures. Documenting, deciding, implementing and controlling
the vast and diverse European fisheries through such micromanagement is in-
creasingly complex, difficult to understand and very costly to manage and con-
trol.»

In other words, resistance by fishers to short-term measures to increase the long-term
sustainability of the fisheries sector had resulted in an increase in regulation and
management effort which is burdensome both to authorities and to the industry.
Resistance can take the form of demands for exemptions, and the more exemptions,
the more administration. Resistance can also take the form of cheating, and the more
cheating, the more control. The Green Paper went on to note that the problems asso-

ciated wich overcapacity were Compounded by

heavy public financial support given to the fishing industry, one of the results

being to artificially maintain excess fishing capacity. On top of direct aid from

'8 European Parliament. Fact Sheets on the European Union. The Common Fisheries Policy: origins and development http://www.
europarl.europa.eu/atyourservice/en/displayFtu.html?ftuld=FTU_5.3.1.html

9 See for example European Court of Auditors, Special Report No 12/20711: Have EU Measures Contributed to Adapting the Capacity
of the Fishing Fleets to Available Fishing Opportunities? https://www.eca.europa.eu/Lists/ECADocuments/SR11_12/SR11 12 EN.PDF,
henceforth referred to as the Auditors' report.

20 Green Paper, p. 6. See Annex | in this study for relevant excerpts from the 2002 Basic Regulation.
2 Green Paper, p. 8
2 Green Paper, p. 5
2 Green Paper, p. 7
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the European Fisheries Fund and similar national aid schemes, the industry
benefits from a number of indirect subsidies ...>*

and that this financial support,

including tax exemptions ... also often contradicts with CFP objectives, in par-
ticular the need to reduce overcapacity, and has sometimes appeared as com-
pounding structural problems rather than helping to solve them.”

It also noted that previous efforts to reduce capacity had been

broadly offset by technological progress in fishing efficiency (estimated at 2 to

26

3% a year).

This progress can result from improvements in areas such as electronic equipment,
gear design, engines and deck equipment, and changes in fishing methods such as
new catch-handling procedures.” Any policy to reduce capacity must therefore re-
duce the ability to catch fish by more than it is increased by so-called ‘technological
creep. However, it has been repeatedly pointed out (for example in a 2011 report
from the European Court of Auditors) that the capacity increase due to techno-
logical creep is not captured by the CFP measures of fishing capacity, which are based
on a vessel’s gross tonnage (GT) and engine power in kilowatts (kW), ** following a
regulation dating from 1986.»

STECF prepares an annual review of national reports on Member States efforts to
achieve a balance between fleet capacity and fishing opportunities. In these reviews
STECF also reviews the action plans and computes values for the Guidelines indica-
tors, based on information from national reports.* STECF has also produced reviews
of the Commission’s TEPOrt to the Council and the European pnrliament on Member
States’ efforts to achieve a balance between fleet capacity and fishing opportunities.®

1.1.3 Questions asked by this study

Reporting under Article 22 of the CFP’s Basic Regulation should provide the na-
tional authorities of Member States, and indirectly the European Commission and
Parliament, as well as other interested stakeholders, with the information they
need to identify and act on fleet overcapacity in order to help realise the goals of
the reformed CFP. The present study assesses whether this is currently the case by

2 Green Paper, p. 8. The European Fisheries Fund was replaced in the 2013 reform by the European Maritime and Fisheries Fund
(EMFF). The EMFF is discussed further in sections 1.4 and 3.5.

2 Green Paper, p. 22

% Green Paper, p. 8

27 See for example Marchal, Paul & Bo, Andersen & B, Caillart & Eigaard, Ole & Guyader, Olivier & Holger, Hovgaard & Iriondo, Ane &
Fur Fanny, Le & Sacchi, Jacques & Santurtdn, Marina. (2007). Impact of technological creep on fishing effort and fishing mortality, for a
selection of European fleets. ICES Journal of Marine Science (1054-3139) (Oxford university press), 2007, Vol. 64, N. 1, P. 192-209. 64.
https://www.researchgate.net/publication/29491769 Impact of technological creep on fishing effort and

fishing_mortality for a_selection_of European fleets or Ole Ritzau Eigaard, Paul Marchal, Henrik Gislason & Adriaan D. Rijnsdorp
(2014) Technological Development and Fisheries Management, Reviews in Fisheries Science & Aquaculture, 22:2, 156-174, DOI:
10.1080/23308249.2014.899557 http://www.tandfonline.com/doi/full/10.1080/23308249.2014.899557?scroll=top&need
Access=true

2 Auditors' report, p. 17

29 Basic Regulation, Article 4 (24).

0 See, for example, Scientific, Technical and Economic Committee for Fisheries (STECF) Assessment of balance indicators for key fleet w
segments and review of national reports on Member States efforts to achieve balance between fleet capacity and fishing opportunities 0
(STECF-16-18).); Publications Office of the European Union, Luxembourg, EUR 27134 EN, JRC 94933 https://stecf.jrc.ec.europa.eu/ w
documents/43805/1453963/STECF+16-18+-+Balance+capacity.pdf

31 See for example COMMISSION STAFF WORKING PAPER REPORT OF THE SCIENTIFIC, TECHNICAL AND ECONOMIC COMMITTEE
FOR FISHERIES REVIEW OF THE ANNUAL REPORT FROM THE COMMISSION TO THE COUNCIL AND THE EUROPEAN PARLIAMENT ON
MEMBER STATES ' EFFORT DURING 2005 TO ACHIEVE A SUSTAINABLE BALANCE BETWEEN FISHING CAPACITY AND FISHING OPPOR-
TUNITIES. https://stecf.jrc.ec.europa.eu/documents/43805/122924/06-11_ADHOC+06-03+-+Balance+capacity+fishing+
opportunities SECxxx.pdf
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https://www.researchgate.net/publication/29491769_Impact_of_technological_creep_on_fishing_effort_and_fishing_mortality_for_a_selection_of_European_fleets
https://doi.org/10.1080/23308249.2014.899557
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reviewing the European Commission’s Guidelines on national reporting, recent an-
nual capacity balance reports from Member States with Baltic Sea coasts, STECF’s
recent annual reports on capacity balance and the annual reports from the European
Commission to the European Parliament and the European Council.

In order to assess the effectiveness of the reporting regime in ensuring identification

of and action on overcapacity, we try to answer the following questions:

« Do the institutions responsible for fisheries policy, stakeholders and the
public get the information they need in order to assess whether there is an
imbalance between fleet capacity and the fishing opportunities?

« Do Member States Comply with Article 22 of the Basic Regulation and che
intentions behind it by:
— reporting according to the Commission’s Guidelines; and

— taking actions to correct imbalance in their fishing fleets?

« Does the Commission comply with Article 22 and the intentions behind it by:

— providing Guidelines with relevant parameters and indicators, and
creating appropriate reporting formats that are easy to understand and
contribute to an EU-level overview;

— reporting to the European Parliament and Council in a transparent man-

ner; and
— taking action if Member States:

« do not follow its Guidelines; or
« fail to implement action plans?

As a running case study, we consider the western Baltic cod fishery. Given that this
fishery appears to be a clear case of overcapacity and overfishing (see section 2.1.2)
then if this overcapacity is not identified and addressed in the various capacity
balance reports reviewed, we can conclude that the intentions of the CFP are not
currently being met.

1.2 The CFP’s requirements for reporting
and action on capacity balance

1.2.1 Fishing opportunities

Capacity balance is about fishing capacity in relation to fishing opportunities. In
the CFP, fishing opportunities are based on a target related to maximum sustainable

yield (MSY)»

At the beforementioned World Summit on Sustainable Development in Johannes-
burg in 2002, governments from all around the world, including the EU Member

States, made a commitment to;

32 The CFP defines maximum sustainable yield as "the highest theoretical equilibrium yield that can be continuously taken on average
from a stock under existing average environmental conditions without significantly affecting the reproduction process” (Basic Regula-
tion, Article 4(7).
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maintain or restore stocks to levels that can produce the maximum sustainable
yield with the aim of achieving these goals for depleted stocks on an urgent
basis and where possible not later than 201533 3

However, up until the time of the 2013 reform of the CFP, the EU Member States’
progress towards the goal of maintaining or restoring stocks to MSY levels was insuf-
ficient. Accordingly, the reform established reaching MSY levels as the main target
for all fisheries, stipulating that by 2020 at the latest (and where possible by 2015)
fishing pressure is to be set at F
the MSY)3¢

sy (the level of catches of a given stock that produces

Outside the Mediterranean and Black Seas, EU-wide fishing opportunities for indi-
vidual fisheries, expressed as total allowable catches (TACs), are normally determined
by Member States’ fisheries ministers in the forum of the Agriculture and Fisheries
Council (AGRIFISH). Ministers negotiate the TACs on the basis of proposals made
by the European Commission.” The Commission proposals in turn refer to scientific
assessments of the state of the fish stocks, of MSY and of F, . TACs proposed by the
Commission are often higher than the scientific recommendations, and the TACs
agreed by ministers can in turn be higher than the Commission proposzﬂs.

The TAC for each stock is divided among Member States according to a fixed pat-
tern, in the form of national quotas that define cach Member State’s fishing oppor-
tunities. The Member States in turn allocate fishing opportunities to specific vessels
in different ways. In the Mediterranean and Black Seas, TACs are not normally used

and management is more complex (and less successful).?®

The most important scientific assessments for various stocks in EU waters outside
the Mediterranean and Black Seas are carried out by the International Council
for Exploration of the Seas (ICES).» These assessments are conducted according to
maritime areas or subdivisions. For example, subdivisions 22-32 refer to the Baltic
Sea as a whole, while subdivisions 22—24 refer to the western Baltic. The Baltic cod

population is divided into two stocks, the eastern and the western.*

33 United Nations: Plan of Implementation of the World Summit on Sustainable Development http://www.un.org/esa/sustdev/
documents/WSSD_POI_PD/English/WSSD_Planimpl.pdf Article 31(a), and FAO, World Summit on Sustainable Development 2002 and
its implications for fisheries http://www.fao.org/docrep/meeting/005/y8294E.htm

34 EU Commission: Questions and Answers on Maximum Sustainable Yield (MSY) http://europa.eu/rapid/press-release_ MEMO-06-
268 _en.htm

35 See for example Ending overfishing: much to celebrate, much to do,
https://ec.europa.eu/dgs/maritimeaffairs_fisheries/magazine/en/policy/ending-overfishing-much-celebrate-much-do

36 European Parliament, Fact Sheets on the European Union, The Common Fisheries Policy: origins and development http://www.
europarl.europa.eu/atyourservice/en/displayFtu.html?ftuld=FTU_5.3.1.html “F" refers to fishing pressure. A more technical defini-
tion of F in this context is: “F, Fishing mortality: Instantaneous Rate of Fishing Mortality. When fishing and natural mortality act concur-
rently, F is equal to the instantaneous total mortality rate (Z), multiplied by the ratio of fishing deaths to all deaths.” ICES, Acronyms and
terminology, http://www.ices.dk/community/Documents/Advice/Acronyms_and_terminology.pdf

37 Total allowable catches (TACs) are catch limits, expressed in tonnes or numbers, set for most commercial fish stocks in EU waters
outside the Mediterranean and Black Seas. Where used, they are a key tool for regulating commercial fishing. They are also often
referred to as fishing opportunities. https://ec.europa.eu/fisheries/cfp/fishing rules/tacs en

38 For a description of management and its results in the Mediterranean Sea, see https://ec.europa.eu/fisheries/cfp/
mediterranean_en; for a comparison of the status of the stocks compared with other regions, see European Environmental Agency,
Status of marine fish and shellfish in European seas https://www.eea.europa.eu/data-and-maps/indicators/status-of-marine-fish-
stocks-3/assessment

3% For more on ICES, see http://www.ices.dk/explore-us/who-we-are/Pages/Who-we-are.aspx

40 Both the eastern and western Baltic cod stocks may be found in subdivision 24 (roughly between Bornholm and Rostock).
ICES.2017. Cod (Gadus morhua) in subdivisions 22-24, western Baltic stock (western Baltic Sea)
http://ices.dk/sites/pub/Publication%20Reports/Advice/2017/2017/cod.27.22-24.pdf
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1.2.2 Article 22 capacity adjustment and reporting requirements

Article 22 in the Basic Regulation requires each Member State to continually adjust
the fishing capacity of its fleet to its fishing opportunities. It includes an obligation for
Member States to report annually to the European Commission on fleet capacity in
relation to fishing opportunities. These capacity balance reports must follow a set of
Guidelines adopted by the Commission (see section 1.2.3), which are to cover relevant
technical, social and economic parameters. Article 22 further stipulates that the reports
are to seck to identify structural overcapacity by fleet segment and to include an action
plan for segments with identified structural overcapacity.#* On the basis of these Mem-
ber State reports, Article 22 requires the European Commission to produce an annual
report to the European Parliament and European Council on the balance between the
EU’s fishing fleet capacity and fishing opportunities in EU waters (see section 1.3). Fail-
ure on the part of a Member State to comply with the reporting requirements or to
implement an action plan may result in a reduction of EU financial assistance.*

Article 22(7) requires Member States to ensure by 1 January 2014 that the capacity of
their fleets does not at any time exceed specified ceilings, expressed in gross tonnage
(GT) and kilowates (kW). Numerical values for both of these parameters for each
coastal Member State are specified in an annex.

1.2.3 The European Commission’s Guidelines

The Guidelines reaffirm the need to attain a balance between fishing opportunities
and fleet capacity:

The existence of fleets which are not in balance with the resource they exploit
has been an important driving force behind the historic overexploitation of
resources in European waters. The new Common Fisheries Policy confirms the
need for measures to manage fishing capacity: Member States are required to
put in place measures to adjust the fishing capacity of their fleets to their fish-
ing opportunities over time.*

1.2.3.1 A common approach

A range of challenges was identified in the run-up to the 2013 reform of the CFP.
One of the primary ones was identified in a report by environmental law organi-
sation ClientEarth as the impossibility of having “a clear overview at the EU level
of EU fishing capacity”* This was attributed to the lack of alignment between the
indicators and sets of information used by different Member States when drafting
the annual capacity balance TCports they were required to submit to the Commission
under the 2002 CFP reform.*

The issue was addressed in the 2013 reform, where Article 22(2) subparagraph 1 of the
Basic Regulation grants the European Commission authority to draft a set of Guide-

lines for Member States to follow in drafting their capacity balance reports:

4 It may be noted that the Basic Regulation does not define "structural overcapacity”, while the Guidelines do not use the term "struc-
tural”. This may of course cause some uncertainty or create useful room for interpretation.

42 The provisions of Article 22 are in reproduced in Annex Il and are discussed in more detail in this chapter.
4 Guidelines, p. 2

4 (ClientEarth. 2015. Reporting on fishing capacity under the CFP and EMFF https://www.documents.clientearth.org/wp-content/
uploads/library/2015-06-11-reporting-on-fishing-capacity-under-the-cfp-and-emff-ce-en.pdf, (henceforth referred to as
ClientEarth), p 5

4 The requirement for national reports to be submitted to the Commisson was set out in Article 14(1) of the Basic Regulation of 2002;
see Annex | in this study.
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to facilitate a common approach across the Union, that report shall be prepared
in accordance with common guidelines which may be developed by the Commis-

sion indicating the relevant technical, social and economic parameters.

Although one aim of the Guidelines is an alignment between the indicators used by
different Member States to assess capacity balance, in practise, the Guidelines leave
Member States substantial leeway to decide on the format and structure of cheir
reports. The capacity balance reports reviewed for this scudy (see Chapter 2) differ in
a number of ways, including the range of data they include, the presentation of the
capacity balance assessments and the level of detail provided about the relationship
between the fishing fleet and its target fisheries. These different report formats and
structures may increase the risk of important results being missed by the reader, even
if they are mentioned in the report. Such differences also make it more difficult to

read through, interpret and compare the results of various reports.

1.2.3.2 Indicators

The Guidelines speeify six basic indicators (presumably corresponding to the
parameters mentioned in Article 22): two biological indicators measuring potential im-
pact on overfished or depieted stocks, two economic indicators of fleet Viability and
two technical indicators measuring vessel use.* For each indicator, the Guidelines spec-
ify a threshold which, when crossed, could be an indication of capacity imbalance.”” The
indicators are presented in more detail, along with their threshold values, in Annex 111

The Guidelines refer to, but do not preseribe, the use of a “traffic light system” to
present values for indicators. Green signifies that the fleet segment’s capacity is as-
sessed as being in balance with its fishing opportunitics aecording to the indicator.
Yellow suggests that the segment is approximately in balance or only slightly out of
balance. Red may indicate an imbalance. For example, a segment with a vessel utilisa-
tion below 07 (that is, vessels are used only around 70% as much as they could feasibly

be used) would be assigned a red light.

The Guidelines point to the technical (or vessel use) indicators as being of particular

VaiUC Wi’lCl’l Q,SSCSSil'lg a SCngHEVS capaeity:

These indicators shows [sic] by how much fleet capacity could be reduced with-
out reducing overall fleet output (Iandings). The technical indicator can there-
fore be considered the baseline indicator for each fleet segment.®

In some cases where 2 Member State’s positive assessment of fleet segment balance
contradicts the conclusion that would be drawn from an indicator value, the Mem-

ber State is required to justify its reasoning in detail:

Where the indicators suggest a situation of imbalance, but a Member State
considers that nevertheless che fleet segment in question is in balance with
resources (or vice versa), the Commission will expect a supporting analysis to

be providedﬁ"

4 The two biological indicators assess whether vessels are relying on overfished stocks, or involved in causing a high biological risk to ‘,
a depleted stock. The two economic indicators evaluate whether fleet segments are economically sustainable in the long term (allow- S

ing capital investments) and able to cover their costs in the short term. The technical or vessel use indicators measure how intensively w
the ships in a fleet segment are being utilised.

47 Guidelines, pp. 5-7
4 Guidelines p. 16

4 Guidelines, p. 15
%0 Guidelines, p. 4



However, the review of selected national reports in Chapter 2 shows that this is not

always done.

STECEF has repeatedly criticised some of the indicators defined in the Guidelines (see
section 1.2.3.7 below).

1.2.3.3 Fleets
Article 22(2) subparagraph 2 of the Basic Regulation requires Member State capacity

b:ﬂanee I'CpOftS to

contain the annual capacity assessment of the national fleet and of all fleet
segments of the Member State. The report shall seck to identify structural
overcapacity by segment and shall estimate the long-term profitability by seg-
ment.’ [Emphasis added]

Reporting and assessment at segment level is important. But if the total impact of
a Member State’s fleet on a stock is not assessed in cases where several segments
target the same stock, there is a risk of losing important information about the to-
tal pressure on that stock, and it becomes even more difficult to estimate what the
total potential pressure on that stock would be if there were to be maximum usage
of the existing capaeity. Article 22(2) subparagraph 2 of the Basic Regulation eleariy
requires reporting both on the national fleet and on all fleet segments. However, the

Guidelines fall short of this requirement, relating only to the segment level:

The purpose of these guidelines is to provide a common methodology for the
assessment of the balance over time between fleet capacity and fishing oppor-
tunities at fleet segment level5* [Emphasis added)]

Since the Guidelines do not require a Member State to report on its national fleet
as whole, such information is missing in several of the national reports reviewed in
this study. This is a clear sign of the inadequacy of the Guidelines. As is shown in the
review of national reports in Chapter 2, this can make it more difhicult to identify
and understand excess pressure on a stock fished by several segments from one coun-
try. And as fleets from several countries often target the same stock, it is important
to be able to assess capaeity at the region:ﬂ level (see section 2.6). Further, this lack
of fleet-level information poses a serious obstacle to obtaining the sort of EU-level
overview of capacity that was identified in advance of the 2013 reform as desirable
but currently unobtainable.

1.2.3.4 Segments

Akey issue for the usefulness of national capacity balance reports is the definition of
the fleet segments according to which reporting is to be carried out.

The Guidelines require that

the annual national fishing fleet reports contain the following additional in-

formation:
(a) a description of the fishing fleet segments in relation to fisheries.”

However, in contrast with their detailed instructions for calculating certain indica-

51 CFP Basic Regulation
%2 Guidelines, p. 3
53 Guidelines, p. 7
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tors, the Guidelines give only a vague description of how fleet segments should be

defined. The Guidelines do state that

in order to keep the workload manageable and to have standardised analyses,
these parameters should be calculated using data collected under the Data Col-

lection Framework [9].

[9] See Council Regulation (EC) No 199/2008 of 25 February 2008,
concerning the establishment of a Community framework for the
collection, management and use of data in the fisheries sector and
support for scientific advice regarding the Common Fisheries Policy,

OJ L 60, 5.3.2008.*

A “flect segment” is defined in the implementing decisions to the regulation as “a
group of vessels with the same length class (LOA, length overall) and predominant
fishing gear during the year”. There are eight length classes, along with three general
categories of gear (“active”, “passive”, and “polyvalent” (active and passive)) which are
in turn divided into a total of 13 groups. Data is to be collected and presented on
the basis of the fleet segments defined by these parameters’ The Guidelines simply
accept these pre-existing definitions and do not require segments to be defined in a
way that would facilitate the identification of potential overcapacity with regard to

all vessels engaged in a particular fishery.

When Member States look at the regulations and implementing decisions for guid-
ance, it may not be clear to them whether or not it is compulsory for capacity assess-
ments to be based on fleet segment definitions involving vessel length and gear type,
and nothing more. Our review of Member States’ capacity balance reports shows
that in some cases, Member States have made more detailed distinctions, revealing
signiﬁcant information. The Commission’s Guidelines emphasise the importance of
balancing each fleet segment to the stocks it fishes on:

To this end, it is recommended to assess, for each fleet segment, the extent
to which each fleet relies on stocks that are fished above the target rates, and
to assess how many stocks that make up a significant part of their catches
are at biological risk due to low abundance and are significantly affected by
the fleet. This will allow an assessment of the imbalance between each fleet
segment and the stocks they rely on.»

However, what really needs to be identified is the total pressure on a particular fish
stock as implied by the Guidelines” recommendation to consider which stocks “are
significantly affected by the fleet” rather than by the individual segment. Accord-
ingly, if the segment definitions are too broad (defining segments engaged in several
fisheries), fisheries managers in the Member States concerned will not have access to
the information they need in order to identify and reduce overcapacity; and STECF,

54 Guidelines, p. 3. This regulation has since been replaced by Council Regulation 2017/1004. Regulation (EU) 2017/1004 of the

European Parliament and of the Council of 17 May 2017 on the establishment of a Union framework for the collection, management

and use of data in the fisheries sector and support for scientific advice regarding the common fisheries policy and repealing Council

Regulation (EC) No 199/2008, https://eur-lex.europa.eu/legal-content/en/TXT/?uri=CELEX:32017R1004 These regulations were

followed up by implementing decisions in 2009 and 2016 (the latter of which came into force in 2017), respectively. Official Journal, w
COMMISSION DECISION of 18 December 2009 adopting a multiannual Community programme for the collection, management and q

use of data in the fisheries sector for the period 2011-2013 (notified under document C(2009) 10121) (2010/93/EU) http://eur-lex.
europa.eu/LexUriServ/LexUriServ.do?uri=0):L:2010:041:0008:0071:EN:PDF (henceforth referred to as “Implementing decision”), and "
Official Journal, COMMISSION IMPLEMENTING DECISION (EU) 2016/1251 of 12 July 2016 adopting a multiannual Union programme for

the collection, management and use of data in the fisheries and aquaculture sectors for the period 2017-2019 http://eur-lex.europa.
eu/legal-content/EN/TXT/?uri=CELEX%3A32016D1251

% See for example Implementing decision, Chapter IIl.A.2.1. and Appendix IIl.
% Guidelines, pp 2-3
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the Commission and others will not be able to get a satisfactory overview of the
situation. This can, however, be rectified if adequate supplementary information is

provided. But this is not required under the current Guidelines.

The Commission’s Guidelines do go part of the way towards acknowledging this

problem, in the following terms:

The indicators are intended to be used in combination to draw conclusions on
imbalance for each fleet segment separately. Aggregated analyses across many
different fisheries in one Member State are not useful 57

While this advice identifies the aggregation of different fisheries (i.c. different stocks
targeted) as unhelpful, it implies that ensuring separate treatment of each segment
(as defined by vessel length and main gear type) is sufficient to avoid such aggrega-
tion. Unfortunately, this is misleading, inasmuch as many of the fleet segments as
currently defined target more than one fish stock. Thus, while aggregated analyses
across many different fisheries in one Member State may not be useful (although
required under Article 22(2) subparagraph 2), aggregated analyses of individual
fisheries across different segments and Member States may be crucial to get an
accurate picture of the capacity balance. This issue is discussed in more detail in
section 2.6 below.

1.2.3.5 Geographical basis used for stock and capacity balance assessment,

and for determining of fishing opportunity

Ideally, the management areas for which fishing opportunities are determined should
match the areas covered by stock assessments. When the geographical areas for which
stocks are assessed differ from the areas for which fishing opportunities are deter-
mined, fisheries management becomes much more challenging, leading to a greater
risk of overfishing. Similarly, when the geographical areas for which fishing oppor-
tunities are determined differ from the areas for which capacity balance is assessed,
it becomes nearly impossible to assess the actual balance between fleet capacity and
fishing opportunities.

In the worst case, the capacity balance assessment becomes meaningless or even mis-
leading, increasing the risk that overcapacity will not be identified or reduced. As
a result, it becomes more difficult for fisheries managers to take decisions that will
allow depleted stocks to recover.

Our review of national capacity balance reports in the Baltic Sea region in Chapter
2 shows that there are serious geographical discrepancies between on the one hand
arcas for which stocks are assessed and areas for which fishing opportunities are de-
termined, and on the other hand areas for which capacity is assessed. For example,
there is often no distinction made between vessels fishing in the castern Baltic and
those fishing in the western Baltic. Worse, there is sometimes no distinction made
between vessels fishing in the Baltic, those fishing in the North Sea and those fishing
in both seas.

After the 2013 reform, some participants in the reform process believed that an ob-
ligation to present capacity by fleet segment would result in “a more precise and
detailed picture of the fishing capacity situation affecting a given fish stock”* How-

ever, as noted above, the European Commission’s Guidelines do not require Member

57 Guidelines, p. 4
%8 ClientEarth p. 6
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States to relate fleet segments to stock(s) fished or to the management area where
fishing is taking place. In the course of our review of national reports, we often found
it impossible to relate the capacity of fleet segments given in the national TCports to
assessments of the state of stocks in ICES advice or to the fishing opportunities re-
sulting from TAC and quota negotiations. In such cases, the reports simply did not
give the necessary information to enable an assessment of whether there was balance
or overcapacity. In other words, the fleet segmentation parameters used are irrele-
vant to the assessment of capacity balance as it relates to individual scocks.

As a result, on the basis of the information presented in the recports it is impossibie
to obtain a clear overview of fishing capacity targeting depleted fish stocks in the

Baltic Sea region.

The 2016 annual report from the European Commission to the European Parliament
and Council addressed the question of adopting an appropriate geographic:ii level
for reporting. However, this referred only to the Mediterranean:

Another issue is catch and efforc daca ac che appropriate geographicai strati-
fication in the Mediterranean, making it impossible to link capacity to effort

and uitirnateiy to ﬁshing opportunities.”

1.2.3.6 Action plans

Foi]owing Article 22(4) subparagraph 1 in the Basic Regulation, the Guidelines pre-
scribe that

for the fleet segments with clearly demonstrated imbalance, the Member State
concerned shall prepare and include in the report on the balance between
fishing capacity and ﬁshing opportunitics an action pian that sets out the ad-
justment targets and tools to achieve a balance and a clear time frame for its
implementation. The pl:in should specify the causes of the imbalance and in
particular if it has a biological, economic or technical background as calculac-

[

ed aceording to section 7.

According to an analysis by ClientEarth, “adjustment targets” means concrete objec

tives for the reduction of overcapacity, “tools” means a set of specific tools developed

for this purpose, and “time frame” indicates that the action plan must explain how a
purpose, p p

balance between capacity and fishing opportunitics is expeeted to be re-established

over time.”

However, the Guidelines do not specify what time frame would be considered appro-
priate for such an action plan.

The action pl:ins reviewed for this study vary Widely in terms of the level of infor-
mation they provide. This suggests that the Guidelines fail to facilicate a common

reporting approach across the EU as required in Article 22(2), see section 1.2.3.1.

.
59 European Commission: REPORT FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT AND THE COUNCIL on Member States’
efforts during 2014 to achieve a sustainable balance between fishing capacity and fishing opportunities http://eur-lex.europa.eu/

legal-content/EN/TXT/?uri=COM:2016:380:FIN, (henceforth referred to as 2016 Commission capacity balance report), p. 3

% Guidelines, p. 5
61 ClientEarth, p. 7
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1.2.3.7 STECF comments on the Commission’s Guidelines

As mentioned above, each year, the European Commission’s Scientific, Technical and
Economic Committee for Fisheries (STECF) releases an analysis of the development of
capacity balance in the EU, as well as a review of the Member States’ capacity balance
reports.” In the 2014, 2015 and 2016 reports STECF offered some critical comments
on treatment of indicators in the Guidelines. In their national capacity balance re-
ports, some Member States also refer to STECF's criticism of the Guidelines.*

STECEF alludes to the problem of fleet segmentation and aggregation in its 2016 re-
port. For example, in a detailed list of indicator issues, STECF wrote:

5. The SHI [Sustainable Harvest Indicator, one of the two biological indicators

defined in the Guidelines|] may deliver a value of less than 1 for fleet segments

which partly rely on individual stocks harvested at rates above F .
6. The SHI may flag problems with a certain fleet segment despite the fact
that the main problem lies with another fleet segment, which in turn may not

necessarily be ﬂagged.

7. SHI values calculated for different fleet segments may not be comparable.
Small vessels in particular frequently harvest only a low number of stocks,
leading to a high SHI when one of these stocks is overharvested. Fleet segments
with larger vessels on the other hand generally fish more stocks in different
arcas. Therefore, their SHI is less sensitive to the overexploitation of particular

stocks, and problems may be masked.*

As shown by our review of national capacity balance reports in Chapter 2, the issues
STECF identified under points 6 and 7 above describe exactly what has happened in
the case of the western Baltic cod stock.

In its 2016 report, STECF concludes that there is a need to revise the Commission’s
Guidelines on balance indicators and suggests that the EU’s Directorate-General for
Maritime Affairs and Fisheries (DG MARE) should draw up a timeline for such a
revision.”” STECF reports that it:

notes the increasing frustration of the EWG [Expert Working Group®®| partici-
pants because of the largely administrative nature of the exercise. Such frustra-
tion may lead to increasing difficulties to recruit experts for future meetings
on this topic. Furthermore, the guidelines to Member States (COM 2014, 545
Final) may imply that the values of the indicators specified therein can identify
whether a fleet is in or out of balance with its fishing opportunities. However,
STECEF has stated previously (STECF 15-02, STECF 15-05 (p. 9)) that this is not

the case, as indicator values alone are not sufficient to draw such a conclusion.

52 These reports are available on the STECF website under the heading “Balance between capacity and fishing opportunities”, https://
stecf.jrc.ec.europa.eu/reports/balance

63 Scientific, Technical and Economic Committee for Fisheries (STECF) Assessment of balance indicators for key fleet segments
and review of national reports on Member States efforts to achieve balance between fleet capacity and fishing opportunities
(STECF-16-18).); Publications Office of the European Union, Luxembourg, EUR 27134 EN, JRC 94933 https://stecf.jrc.ec.europa.eu/
documents/43805/1453963/STECF+16-18+-+Balance+capacity.pdf p. 9

6 See for example The Swedish Agency for Marine and Water Management, Swedish Fleet Capacity Report 2015, http://ec.europa.
eu/fisheries/fleet/software/FleetManagement/FM_Reporting/AnnualReportDocs/2015 SWE MSAR EN.PDF p.12

% That is, this would not indicate overcapacity. See Annex Il for a a more detailed explanation of this indicator. <
% STECF 16-18 pp 158-159 "

67 Scientific, Technical and Economic Committee for Fisheries (STECF) Assessment of balance indicators for key fleet segments
and review of national reports on Member States efforts to achieve balance between fleet capacity and fishing opportunities
(STECF-16-18).; Publications Office of the European Union, Luxembourg, EUR 27134 EN, JRC 94933 https://stecf.jrc.ec.europa.eu/
documents/43805/1453963/STECF+16-18+-+Balance+capacity.pdf, (henceforth referred to as STECF 16-18), p. 9

% European Commission: Joint Research Centre, About STECF, https://stecf.jrc.ec.europa.eu/about-stecf
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STECEF concludes that there is a need to revise the guidelines on balance indi-
cators and suggests that DG MARE prepares a time for such a revision, so that
in future, scientific expertise can be best employed to assist the Commission
and Member States in meeting their obligations under Article 22 of the CFP
(Regulation (EU) No 1380/2013).%

In essence, STECF argues that the balance reporting process as currently carried out
is more or less useless, since thanks to the inadequate nature of the Commission’s
Guidelines it does not accurately identify overcapacity as the basis for action plans
to reduce that overcapacity.

As of October 2018, however, the Guidelines had not been changed.

STECEF has also pointcd out the shortcomings of Member State action plans and
recommended the European Commission to develop an action plan template

1.2.3.8 Conclusions

« It seems reasonable to conclude from STECF's comments and the findings
of the present study discussed above that the European Commission has not
fulfilled its responsibility set out in Article 22(2) of the Basic Regulation of
the CFP to develop common Guidelines for capacity balance reporting that

indicate relevant technical, social, and economic parameters.

« In order to enable overcapacity to be identified more effectively, the Guide-
lines would need to propose arrangements to break down reporting on fleet
segments into the individual stocks fished (as some Member State reports
have done), and to aggregate the impact of different segments ﬁshing the
same stock. At the Member State level, this could be done within the context
of an assessment of the national fleet in the national capacity balance report.
Aggregate figures for the total pressure on a stock from each Member State’s
fleet would in turn enable an overview of the total pressure on that stock at

the regional level.

1.2.4 Reports from the European Commission to the European
Parliament and the European Council

Article 22(4) subparagraph 2 of the 2013 Basic Regulation prescribes that:

on a yearly basis, the Commission shall prepare a report for the European Par-
liament and for the Council on the balance between the fishing capacity of the
Member States’ fleets and their fishing opportunities, in accordance with the
guidelines referred to in the firsc subparagraph of paragraph 2. The report shall
include action plans referred to in the first subparagraph of this paragraph.”

6 STECF16-18,p.9
70 STECF 16-18, p. 11
71 Basic Regulation
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There was a similar requirement in the 2002 Basic Regulation.72 The Commission’s
annual capacity balance reports from 2003 onwards are available on the European
Commission website, as are the annual capacity balance reports from the Member
States.”3

For the 2017 TEPOTt, however, the Commission Changed its reporting format. This
report (primarily based on data from 2015 but including some information from
2016) differs from previous years as it is not a stand-alone report. Instead it is at-
tached as an annex to the Commission Staff Working Document accompanying the
Commission’s Communication on the State of Play of the CFP and Consultation on
the Fishing Opportunities for 20187+ The Staff Working Document and the Com-
mission capacity balance report attached to it are not available on the Commission
Fleet Management reporting website as in previous years. This change may make the
report harder to locate and give it a perceived lower status.

More worrying is that the 2017 report is less informative than the 2016 report. For
example, the 2016 report states that

the analysis does show that some fleet segments such as trawlers are eco-
nomically dependent on stocks that are fished above MSY fishing pressure
levels. It also confirms the low vessel utilisation in many Member States.
These observations justify continued active fleet capacity management and
adjustment where required. Member States should continue to address the
fishing capacity of their fleets in order to achieve economically viable fleets
that operate and exploit the marine biological resources sustainably.”

The 2017 report, on the other hand, mentions neither vessel utilisation nor trawlers
specifically, even though, as seen in Chapter 2 and Annex IV or the present study,
Member States’ reports show low vessel utilisation for many segments, including
some demersal trawlers targeting the western Baltic cod stock.

1.2.4.1 Action plans

Although the Basic Regulation clearly requires that the European Commission’s ca-
pacity balance report shall include Member States’ action plans, none of the Com-
mission’s reports subsequent to the 2013 CFP reform does so.

Instead, the reports now refer readers to the respective Member States’ capacity
balance reports for details of the plans. As well as being in clear violation of Article
22(4) subparagraph 2, this makes it more difficult to find the action plans, since while
some are included in the national capacity balance reports themselves, others are
separate documents. The Commission’s failure to include the national action plans in
its reports to the European Parliament and Council makes it harder to compare and
evaluate them, and to follow them up.

72 See Article 14(1). Official Journal of the European Communities, COUNCIL REGULATION (EC) No 2371/2002 of 20 December 2002
on the conservation and sustainable exploitation of fisheries resources under the Common Fisheries Policy, https://eur-lex.europa.
eu/LexUriServ/LexUriServ.do?uri=0J:L:2002:358:0059:0080:EN:PDF. An excerpt from the 2002 Basic Regulation may be found in
Annex |.
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7 These reports are found in the section “Annual report - Reporting - Fleet Management” http://ec.europa.eu/fisheries/fleet/index.
cfm?method=FM_Reporting.AnnualReport&ar_year=2015 "
74 European Commission: COMMISSION STAFF WORKING DOCUMENT Accompanying the document COMMUNICATION FROM THE

COMMISSION on the State of Play of the Common Fisheries Policy and Consultation on the Fishing Opportunities for 2018, SWD(2017)

256 final, Brussels, 5.7.2017, http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=SWD%3A2017%3A256%3AFIN (Henceforth

referred to as 2017 Commission capacity balance report).

752016 Commission capacity balance report, p. 3
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1.2.4.2 Capacity

The European Commission concludes in its 2017 report that

the overview of trends in the balance indicators shows progress in most fleet
segments. However, the balance indicators for some segments may require fur-

ther action to redress the situation

It further notes that the capacities of Member State’s fleets were clearly below the
capacity ceilings to be reached by 2014 as set out in the CFP, and states that

flect capacity is still decreasing; in the EU’s 23 coastal Member States there
have been falls of 1.09% in the number of vessels, 1.53% in kW and 2.16% in GT,

continuing the trends seen in the past decade””

These broadly upbeat findings assume correct reporting on engine power (kW) and
gross tonnage (GT) by Member States, although a 2017 study by the European Court
of Auditors on Member States’” monitoring systems found “weaknesses with the

verification of the accuracy of their fleets’ capacity””®

Moreover, the decrease in the overall capacity of the EU fleet since the previous year
as reported by the Commission is in fact substantially below the average annual re-
duction over the past 10 years (average decreases were 3.2% per year for gross tonnage

and 2.3% per year for engine power).”?

In addition, the report overlooks the observation from the Commission’s own 2009
Green Paper that there is a continual capacity increase of 2—3% per year as a result of

‘technological creep’ (see section 1.1.2).%°

The Commission’s 2017 report also states that

vessels decommissioned with public support from the Fund cannot be re-

placed, thereby ensuring that overall fleet capacity has been reduced.®

Here, “the Fund” refers to the European Fisheries Fund (now the European Maritime
and Fisheries Fund (EMFF) - see sections 1.4 and 3.5) . However, as noted in our
review of the Polish capacity balance report (section 2.4.3), some of the capacity re-
duced with support from the Fund has in fact been reintroduced via modernisation
of vessels. Further, this disregards the risk that EMFF funding increases the actual
ability to catch fish as opposed to the rough indicators of GT and kW used in the
CFP to measure capacity.

1.2.4.3 STECF opinions

Under the 2002 Basic Regulation, the European Commission’s capacity balance re-
ports were required to include reference to the opinions of STECFE.* Although this
explicit requirement does not appear in the 2013 Basic Regulation, the obligation to

762017 Commission capacity balance report, p. 25
772017 Commission capacity balance report, p. 24

78 European Court of Auditors, Special Report No 08/2017: EU fisheries controls: more efforts needed https://www.eca.europa.eu/

en/Pages/Docltem.aspx?did=41459

79 Calculation for the present study, based on the figures in European Commission: ANNEXES to the REPORT FROM THE COMMIS- .‘9
SION TO THE EUROPEAN PARLIAMENT AND THE COUNCIL on Member States' efforts during 2014 to achieve a sustainable balance

between fishing capacity and fishing opportunities http://ec.europa.eu/fisheries/fleet/software/FleetManagement/FM_Reporting/ w
AnnualReportDocs/2014 _ARAT_EN.PDF Annex IlI, “Evolution of EU fleet between January 2006 and November 2015 (first day of year)"

8 Green Paper, p. 8

81 2017 Commission capacity balance report, p. 25

82 Presumably this refers to STECF's opinions on the national balance reporting. See Article 14(1) subparagraph 2 in the excerpts from
the 2002 Basic Regulation in Annex I.
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report to the European Parliament and Council remains. Not to include STECF’s
opinions in this reporting would mean that the Parliament and Council got less
information than before the reform. This could be expected to impact negatively on
their ability to follow up and improve implementation of the reform. However, while
including this information is no longer compulsory, there is nothing to prevent the
Commission from continuing to do so.

Subsequent to the 2013 CFP reform, the Commission’s reports do still provide selected
information from STECF’s findings, although they fail to include other significant infor-
mation from the same source. For example, in its 2016 report the Commission states that

as noted by STECEF, to improve the coverage and appropriateness of indicators,
Member States need to provide more comprehensive data sets with higher cov-
erage of fleet segments and more analytical stock assessment, which points
towards biological and survey data collected under the data collection frame-
work (hereafter DCF). In addition, cacch data, racher than landings, could
improve coverage and appropriateness of indicators. This could be linked to
discards data coming from logbooks, in other words, data collected under the
Council Regulation (EC) No 1224/2009.

But there is no mention in the Commission’s 2016 or 2017 reports of STECF's sig-
nificant criticism of the indicators and Guidelines or of its recommendations to re-
vise them.™ In short, the Commission reports on STECF’s criticism of the Member
States, but not of itself.

1.2.4.4 Regionalisation

A key part of the 2013 reform was decentralisation and a stronger role for regional
groups of Member States. This is expressed in Articles 18 and 43-45, as well as Annex I11
of the Basic Regulation, which identifies seven geographical areas (the regionalisarion
agenda is described in more detail in section 2.1.1). The European Commission divides
its regional assessment into just two areas. This gives rise to broad-brush conclusions
which can mask problems. Concerning the Northeast Atlantic area (which includes

the Baltic and North Seas) the Commission comments in its 2016 report that there is
progressively less imbalance between fishing capacity and fishing opportunities.®

It also notes that catches have generally progressed towards MSY levels in the North-
east Atlantic and that

this also may be linked with the continuous reduction of the fleet capacity

ceilings that were achieved during the last years.*
In its 2017 report the Commission says that

in the North-East Atlantic, fishing capacity in terms of GT and kW continues
to decrease and there is a general improvement across all the balance indica-
tors. However, according to the STECF analysis, some fleet segments in the
North-East Atlantic remain out of balance with their ﬁshing opportunities
and rely on stock [sic] considered at risk."

8 2016 Commission capacity balance report, p. 3
84 2016 Commission capacity balance report and 2017 Commission capacity balance report
8 2016 Commission capacity balance report, p. 8
8 2016 Commission capacity balance report, p. 8
87 2017 Commission capacity balance report, p.26
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The information in the Commission’s 2016 and 2017 TCPOTLS COVETS tOO hrge an area to be
of much use to national fisheries managers or for facilitating Member State cooperation
on the regional level. It would be preferable if the Commission were to provide assessments
for cach of the smaller regions identified in the Basic Regulation (Annex III Article 1).%

1.2.4.5 The Commission’s conclusions

The European Commission’s 2017 capacity balance report sums up the situation as fol-
lows:

From the STECF analysis and Member State reports, the following conclusions
can be reached.

Member States are making huge efforts to balance their fleets’ fishing capacity
and the available ﬁshing opportunities ... In comparison with 2014, in 2015 the
number of fleet segments for which Member States identified an imbalance wich

the available ﬁshing opportunitics increased ...

In concrete situations of segments with identified structural overcapacity, the
Member States” action plans to reduce the imbalance appear to be a transparent
and effective means of pursuing a balance between fishing fleet capacity and

ﬁshing opportunitics over time.®

This is not entirely consistent with the present study’s findings on some of the national
reports reviewed. While some Member States are taking concrete measures to decrease
overcapacity, some give the impression that they are not actively secking to identify

imbalance, let alone to remcdy it.
The 2017 report concludes that

in spite of the above developmems, in recent years the balance between ﬁshing
capacity and fishing opportunities has improved across the entire EU fleet. This
is partly because, over the last decade, the EU fishing fleet’s capacity has been
gradually cut. However, Member State reports and action plans reveal that fur-
ther efforts are needed on fleet segments where structural overcapacity remains.
The reduction in fleet capacity in recent years has helped improve the state of fish
stocks genera]ly and continues to move fisheries towards the MSY Objectives in

the CFP2°
Tl’liS is roughly thC $ame message as EhC COl’lClU.SiOH Of thC 2016 GCOl’t:

Overall, there has been significant progress in recent years in efforts to achieve
balance between ﬁshing capacity and ﬁshing opportunitics across the EU. The
reduction in fleet capacity in recent years has helped to improve the situation
of fish stocks which are overexploited moving the fisheries in the direction of
the maximum sustainable yield targets. In addition, better implementation of
the Guidelines has helped to improve the analysis of imbalance within differ-
ent fleets. However, reports by the Member States reveal that for specific fleet
segments, further efforts are needed to reduce the identified imbalances, espe-
cially in the Mediterranean Sea.?”

8 These are defined for the purposes of the Advisory Councils of regional stakeholders for which the CFP calls. As noted in section
2.1.1, with the exception of the Mediterranean Sea, these councils correspond with the areas covered by the Member States’ High
Level Groups.

8 2017 Commission capacity balance report p. 27
9 2017 Commission capacity balance report p. 28
91 2016 Commission capacity balance report pp. 9-10
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1.3 Capacity balance reporting and the EMFF

Article 22(4) subparagraph 3 of the Basic chulation directly connects Capacity
balance reporting with access to EU funds for fisheries:

Failure to make the report referred to in paragraph 2 [the annual national
capacity balance report], and/or failure to implement the action plan referred
to in the first Subparagraph of this paragraph, may result in a proportionate
suspension or interruption of relevant Union financial assistance to that Mem-
ber State for fleet investment in the fleet segment or segments concerned in
accordance with a future Union legal act establishing the conditions for the

financial support for maritime and fisheries policy for the period 2014—2020.%

As our review in Chapter 2 makes clear, however, Member States’ capacity balance
reports do not always report on progress towards the implementation of action plans
contained in reports from previous years. Article 22 does not explicitly require an-
nual national reporting on implementation of an action plan; neither do the Com-
mission’s Guidelines.” Still, it is hard to see how the Commission can judge whether
action plans are being implemented if Member states do not report on their progress,
ideally in the context of the annual national capacity balance reports.

EU financial assistance for fisheries is currcntly channelled through the EMFF. The
EMFF Regulation? covers the period 2014—20 and reinforces the link between Mem-
ber States’ obligation to report as rcquired in Article 22 of the Basic Regulation and
their access to financial support.

Among other things, the EMFF provides funds to help Member States and fishers
withdraw capacity. The EMFF regulation makes a direct connection between its sup-
port for capacity withdrawal and Article 22, saying that

as regards the measures for the permanent cessation of fishing activities under
Article 34 of this P\egulation, the description of the strategy shall include the
targets and measures to be taken for the reduction of the fishing capacity in

accordance with Article 22 of [the Basic] chulation.‘)S
A condition for EMFF support for permanent cessation of fishing activities is that

the permancent cessation is foreseen as a tool of an action plan referred to in
Article 22(4) of Regulation (EU) No 1380/2013 [the Basic Regulation] indicat-
ing that the fleet segment is not effectively balanced with the fishing opportu-
nities available to that segment.”®

Moreover,

support under this Article shall be paid only after the equivalent capacity has
been permanently removed from the Union fishing fleet register and after the
fishing licences and authorisations have also been permanently wicthdrawn.
The beneficiary shall be prohibited from registering a new fishing vessel with-

92 Basic Regulation

% Guidelines, p. 5. .w
94 (Official Journal of the European Union, REGULATION (EU) No 508/2014 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of

15 May 2014 on the European Maritime and Fisheries Fund and repealing Council Regulations (EC) No 2328/2003, (EC) No 861/2006, "
(EC) No 1198/2006 and (EC) No 791/2007 and Regulation (EU) No 1255/2011 of the European Parliament and of the Council http://
eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32014R0508 (henceforth referred to as the EMFF regulation). The EMFF

Regulation entered into force on the same day as the Basic Regulation, 1 January 2014.

% EMFF regulation, Article 18(1)(b)(ii)

% EMFF regulation, Article 34(1)(b)
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in five years following the receipt of such support. The decrease in capacity as
a result of the permanent cessation of fishing activities with public aid shall
result in the permanent Cquivaient reduction of the ﬁshing capacity ceiiings
set out in Annex I to Regulation (EU) No 1380/2013.7

Conversely, EMFF support is also available for acquisition of a first fishing vessel by
a young person entering the industry. A condition of such support is that che vessel

belongs to a fleet segment for which the report on fishing capacity, referred
to in Article 22(2) of [the Basic] Regulation ..., has shown a balance with the
fishing opportunities available to that segment.®

Similarly, EMFF support for the replacement or modernisation of engines

may only be granted in respect of vessels belonging to a fleet segment for which
the report on fishing capacity, referred to in Article 22(2) of [the Basic] Regu-
lation ..., has shown a balance with the fishing opportunities available to that
segment.””?

In sum,

permanent cessation measures under the EMFF are only possible for imbalanced
flect segments (and only until the end of 2017). Engine replacement and start-up

100

support for young fishermen are only possible in balanced fleet segments.

Annex IV of the EMFF Regulation sets out some further preconditions for all fund-
ing including that the Member State’s

report on fishing capacity has been submitted in accordance with article 22(2)
of [the 2013 CFP] regulation.”

The two criteria for fulfilling this condition are specified in the EMFF regulation as a;

- the report is made in accordance with common guideiincs issued by the
Commission

- Fishing capacity does not exceed the fishing capacity ceiling set up in An-
nex II to Regulation (EU) No 1380/2013.

However, despite the shortcomings of Member State reporting as discussed in this
study, no EMFF financial assistance for flect investments has been suspended or in-
terrupted by the Commission as of September 2017.% To help ensure an improved
quality of reporting, the Commission needs to act if Member States fail to comply
with the provisions of the Basic Regulation or Guidelines.

97 EMFF regulation, Article 34(5)

% EMFF regulation, Article 371(d)

% EMFF regulation, Article 41(3)

100 2017 Commission capacity report, p. 26

101 EMFF regulation, Annex IV, p. 63.

102 EMFF regulation, Annex IV

103 Elisa Roller, DG MARE, personal communication, 1 September 2017
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1.4 Conclusions

« The Commission fails to comply with Article 22 and the intentions behind
it by:
— not providing Guidelines that facilicate a common approach regarding

relevant parameters for Member States’ capacity balance reporting;

— not including Member States” action plans in its reports to the European

Parliament and Council;

— failing to include in those reports, in a clear and understandable way, in-
formation that the European Parliament and Council need in order cor-
rectly to assess progress in achieving balance between fishing capacity and
opportunities; and

— not using the financial penalties available (“suspending Or interruption of
relevant Union financial assistance”) as a response to Member States not

reporting in accordance with the Guidelines or the Basic Regulation.

« Moreover, the Commission fails to draw the attention of the European Parlia-
ment and Council to STECF’s criticism of and recommendations concerning
its Guidelines and the indicators used in capacity balance assessments. While
it is no longer formal]y required to report on STECE’s views, such an omis-
sion can only compromise the effectiveness of the capacity balance reporting

regime.

« The Commission’s own reports give an overly optimistic picture of progress
in achieving capacity balance to the European Parliament and the Coun-
cil. Examples of information which, while not formally required under the
2013 Basic Regulation, are needed by the Parliament and the Council to en-
able them correctly to assess progress in achieving balance between fishing
capacity and opportunities include:

— reports on Member States’ infringements of Article 22 and the quality of

the Member States’ action plans; and

— STECF’s criticism of and recommendations concerning the Commission’s

Guidelines and the indicators used in capacity balance assessments.
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2. Capacity balance
reporting in the
Baltic Region

This chapter reviews capacity balance reports from four EU Member States in the
Baltic Sea region: Denmark, Germany, Poland and Latvia.** It focuses particularly on
the extent to which their reporting complies with the requirements and intentions
of Article 22 of the CFP’s Basic Regulation and with the Guidelines prepared by
the European Commission. With one exception, this analysis is based on the most
recent capacity balance reports available on the European Commission’s website at
the time of writing. These reports were released in 2016 and are based on data from
2015 or carlier. The Danish report, however, is from 2017 (based on data from 2016
and earlier) and was obtained via the website of the Danish Ministry of Environment
and Food.

Particular consideration is given to reporting of national fleets’ impacts on the trou-
bled western Baltic cod stock, which serves as a running case study of the effec-
tiveness of the capacity balance reporting regime, as explained in section 1.1.3. The
chapter begins with an overview of the recent history of this fishery. Of the four
reports reviewed, a more detailed assessment is made of those from Denmark and
Germany, as they are the dominant countries in the western Baltic cod fishery. A
quick comparison with the capacity balance reports from the remaining EU Mem-
ber States with Baltic coasts (Estonia, Finland, Lithuania and Sweden) suggests that
the four reports reviewed are more or less representative of the quality of the others.
Excerpts from the Commission’s Guidelines detailing the indicators used in the na-
tional reports’ balance assessments are attached as Annex I1I. Annex IV contains an
overview of the application of these indicators to fleet segments potentially fishing
for western Baltic cod.

After reviewing the national reports’ compliance with Article 22 and the Commis-
sion’s Guidelines, the chapter concludes by considering the role of regionalisation in
the CFP and in particular the desirability of a regional capacity balance assessment
for the Baltic and the extent to which information from the national reports and
STECF’s reporting could be drawn on to provide this.

2.1.1 Regionalisation in the CFP

An important feature of the 2013 CFP reform is regionalisation, which is intended
to allow more consideration to be taken to the specific circumstances in the region.
It takes the form of cooperation between Member States in an (unspecified) rele-
vant geographical area (Article 18). The CFP does identify seven geographical regions
to be covered by Advisory Councils consisting of representatives from stakehold-
ers such as fishing operators or environmental groups. These regions are the Baltic
Sea, the Black Sea, the Mediterranean Sea, the North Sea, Northwestern Waters,

194 These were chosen on the basis that they included two newer and two older Member States, and a mix of large and small countries.
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Southwestern Waters and Outermost Regions."” In practise, Member State cooper-
ation is normally managed by so-called High Level Groups of senior civil servants.
There is a High Level Group corresponding to cach region covered by an Advisory
Council, with the exception of the Mediterrancan (where there are three, covering
different subregions). The High Level Group for the Baltic Sea region is called BALT-
FISH.

Under Article 18, a group of Member States may

agree to submit joint recommendations for achieving the objectives of the
relevant Union conservation measures, the multiannual plans or the speciﬁc
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discard plans.

Conservation measures are needed to minimise the negative impacts of commercial
fishing on the marine environment and to align fisheries policy with other environ-
mental policies, as stipulated in Articles 2(3), 2(5)(j) and 11 of the Basic Regulation.
Multiannual plans are a key instrument for achievement of the goals of the CFP, as
is made clear in Article 9. Discard plans are important for achieving the ban on dis-
cards and obligation to land fish stipulated in Article 15 and in particular 15(6).

Regionalisation has the potential to improve the sustainability of fisheries and the
cfhiciency of their administration. Increased decentralisation of fisheries manage-
ment from the EU-wide level to regions such as the Baltic Sea is an ongoing process
throughout the EU. For example, the EU multiannual plan from 2016 for managing
Baltic Sea cod, sprat and herring includes provisions for reinforcing regional man-
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agce ment.

Further, Article 18(7) gives groups of Member States of the opportunity to make joint
recommendations to the Commission on other measures to be proposed or adopted
by the Commission. In practice, regional High Level Groups of Member States have
discussed and made joint recommendations on a range of issues, including TACs.
08 Given the threat posed by overcapacity to the attaining of goals set out in the
multiannual plans or discard plans, there is also good reason to assess overcapacity at
the regional level, even though the Basic Regulation does not explicitly require this.
Overcapacity can be a reason for the failure to adopt or implement conservation
measures, TACs in line with scientific advice, effective discard plans and so on, and

it may also have controversial socio-economic impacts.

2.1.2 Western Baltic cod

The western Baltic cod stock is an example of a stock that has been overfished for
a long time. In 2014 and 2015 six countries conducted commercial fisheries for the
stock: Denmark, Germany, Sweden, Poland, Finland and Latvia. Denmark domi-
nates the fishery with approximately half the catch. Germany’s catch is the second
largest, Sweden’s catch the third and Poland’s catch the fourth largest. Together, these

195 CFP, Articles 43-45 and Annex Il.

106 CFP, Article 18(1). The Basic Regulation does not define the regions, using instead language such as “a relevant geographical area”
and “Member States having a direct management interest”. In practise, the regional cooperation amongst Member States normally
follows the regions covered by the Advisory Councils, as explained below.

197 REGULATION (EU) 2016/1139 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 6 July 2016 establishing a multiannual
plan for the stocks of cod, herring and sprat in the Baltic Sea and the fisheries exploiting those stocks, amending Council Regulation
(EC) No 2187/2005 and repealing Council Regulation (EC) No 1098/2007 https://eur-lex.europa.eu/legal-content/EN/TXT/PD-
F/2uri=CELEX:32016R1139&from=EN

108 See for example BALTFISH Forum, http://bsac.dk/Meetings/External-events/BALTFISH-Forum (BALTFISH does not have a website
of its own).
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four countries caught more than 99% of the landings of western Baltic cod in 2015.
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Lithuania has a quota but swaps it for eastern Baltic cod quota.

111

for the western Baltic cod stock have been much too high during most

Fishing levels
of the last 19 years. Replenishment of the stock has been low since 1999, and since 2008
the spawning stock has been below the biomass limit reference point (ma),“Z indicating
that the capacity of the stock to reproduce may have been reduced. ™ Overfishing has
contributed to preventing the stock from recovering, even though management plans
have been in place since 2007."* Despite the poor state of the stock, Member States
continue to agree to set TACs above the scientific recommendations, as they did for
the fourth year running at the Agriculture and Fisheries Council meeting of October
2017."5 As the CFP requires that all stocks be fished below F, by 2020 at the latest,
TACs of western Baltic cod need to be cut significantly in order to comply with the

legislation unless there is a substantial improvement in the status of the stock.

An obligation to land all cod (and deduct undersized cod from quotas) entered into force
in 2015. However, there are recurring reports of continuing illegal discards in cod fishing.
For example, ICES estimated that discards corresponded to about 2.4% of total landings

of western Baltic cod in 2016, but might increase well above that in the future.¢

The 2017 economic report on the EU fishing fleet by STECF states that

the profitability of the EU fishing fleet again increased in 2015 compared to
2014 and is expected to have continued in 2016 and into 2017 mainly because of
increased landings and low fuel prices. At the regional level, the profitabilicy
of the European fleets is improving in almost all the regions except for the
Baltic region where the net profic still shows negative values and after a slight

improvement in 2013 and 2014, deteriorated again in 2015."7 [Emphasis added]

Among factors that may have negatively influenced the economic performance of the
EU’s Baltic ﬁshing fleet, STECF identifies a fall in the price of Baltic cod (related to
the poor quality and small size of the fish being caught), as well as reduced TACs and
quotas for Baltic cod. Conversely, STECF notes that vessel deeommissioning schemes

positively influenced Polish and Lacvian fleet profitability — in other words, a reduc

tion of‘eapacity improved economic performance.‘18

199 |CES Cod (Gadus morhua) in subdivisions 22-24, western Baltic stock (western Baltic Sea) 2017, http://ices.dk/sites/pub/
Publication%20Reports/Advice/2017/2017/cod.27.22-24.pdf Table 11, p. 12. See also Annex V.

110 ANNUAL REPORT LITHUANIA, http://ec.europa.eu/fisheries/fleet/software/FleetManagement/FM_Reporting/
AnnualReportDocs/2015_LTU_MSAR_EN.PDF, pp. 5-6

" Technically generally referred to as fishing mortality, which is defined scientifically as follows: “When fishing and natural mortality act
concurrently, Fis equal to the instantaneous total mortality rate (Z), multiplied by the ratio of fishing deaths to all deaths. Expressed on
an exponential scale: F=0.5 means that 1-EXP(-0.5)=39% are removed.” ICES, Acronyms and terminology

2 "For stocks where quantitative information is available, a reference point Blim may be identified as the stock size below which there
may be reduced reproduction resulting in reduced recruitment”, ICES, Advice basis June 2013 http://www.ices.dk/sites/pub/
Publication%20Reports/Advice/2013/2013/1.2_General_context of ICES advice 2013 June.pdf p. 7

13 |CES Cod (Gadus morhua) in subdivisions 22-24, western Baltic stock (western Baltic Sea) 2017, http://ices.dk/sites/pub/
Publication%20Reports/Advice/2017/2017/c0d.27.22-24.pdf p. 1

14 |CES.2017. Fisheries Overviews Baltic Sea Ecoregion http://ices.dk/sites/pub/Publication%20Reports/Advice/2017/2017/
Baltic_Sea_Ecoregion_Fisheries_Overview.pdf, p. 10

1152018 EU TOTAL ALLOWABLE CATCHES (TACs) IN THE BALTIC SEA http://www.consilium.europa.eu/media/23926/2018-eu-total-
allowable-catches-tacs-in-the-baltic-sea.pdf and ICES Cod (Gadus morhua) in subdivisions 22-24, western Baltic stock (western Baltic
Sea) 2017, http://ices.dk/sites/pub/Publication%20Reports/Advice/2017/2017/cod.27.22-24.pdf Table 9 p. 9

16 |CES.2017. Cod (Gadus morhua) in subdivisions 22-24, western Baltic stock (western Baltic Sea) http://ices.dk/sites/pub/
Publication%20Reports/Advice/2017/2017/cod.27.22-24.pdf p. 5.

"7 Scientific, Technical and Economic Committee for Fisheries (STECF) - The 2017 Annual Economic Report on the EU Fishing Fleet
(STECF 17-12), https://ec.europa.eu/jrc/en/publication/eur-scientific-and-technical-research-reports/2017-annual-economic-re-
port-eu-fishing-fleet-stecf-17-12, p 22

18 Scientific, Technical and Economic Committee for Fisheries (STECF) - The 2017 Annual Economic Report on the EU Fishing Fleet
(STECF17-12), p 27
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https://ec.europa.eu/jrc/en/publication/eur-scientific-and-technical-research-reports/2017-annual-economic-report-eu-fishing-fleet-stecf-17-12

The combination of ﬁshing quotas being set above scientific advice despite the poor
condition of the stock and businesses dependent on the fishery struggling to make
a living strongly suggests that there is an imbalance between fleet capacity and re-
sources in the western Baltic cod fishery. " The fishery thus appears to be a good ex-
ample of one that would benefit from a regional assessment leading to an adjustment

of fishing capacity, as provided for by Article 22.

2.2 Denmark’s 2016 capacity balance
report

2.2.1 Description of fishing fleet and its activity

Denmark’s 2016 capacity balance report identifies a number of different fleet seg-
ments, defined by length and by gear type. Segmentation by gear type ranges from
highly specialised (e.g. “dredgers”) to broad (e.g. “vessels using active and passive

120

gears”). The 20 main segments identified are summarised in a series of tables.” Two
of these tables show for each segment the percentage of its total landed value and
landed Weight represented by cach of seven different categories of fish landed, with

cod being included in the category “roundfish”

From the figures in the latter table, it can be calculated that about 38,000 tonnes of
roundfish were landed by the Danish fleet in 2016. According to figures from ICES, that
year the Danish fleet landed about 5,600 tonnes of cod from the western Baltic, 6,700
tonnes of cod from the eastern Baltic and about 10,400 tonnes from the North Sea and
Skagerrak. Taking account of double counting of eastern Baltic cod catches in the area
where the two stocks overlap, these figures give a total of roughly 21,000-23,000 tonnes
of cod landed in 2016."% Tt might be mentioned that the eastern Baltic and North Sea
cod stocks were assessed by ICES in 2015 and 2016 as being overfished (above FMSY).”4
This suggests that opportunitics for shifting from one stock to another have some limits.
The data presented does not include information on cach fleet segment’s catches by
species or on each segment’s ﬁshing areas. It is therefore impossible for the reader to
identify the fleet segments fishing for individual stocks such as western Baltic cod,
since one segment as defined could consist of vessels ﬁshing in the Baltic Sea and
vessels fishing in the North Sea, for species that may or may not include cod.

19 Scientific, Technical and Economic Committee for Fisheries (STECF) - The 2015 Annual Economic Report on the EU Fishing Fleet
(STECF-15-07). 2015. Publications Office of the European Union, Luxembourg, EUR 27428 EN, JRC 9737 https://stecf.jrc.ec.europa.eu/
documents/43805/1034590/STECF+15-07+-+AER.pdf, pp. 98,100

120 Ministry of Environment and Food in Denmark. 2017. Annual Report on fishing fleet capacity 2016 - Denmark http://Ibst.dk/
fileadmin/user_upload/NaturErhverv/Filer/Fiskeri/Kort statistik/Statistik/flaaderapport/23-05-2017-DKFleetreport2016 final.pdf
(henceforth referred to as the Danish report), p. 21

121 Danish report, pp. 1-4, 10-16, 20-26. Note that three additional segments are incorporated for reporting purposes into one or
other of the tabulated segments.

122 'Roundfish’ can also include species such as saithe, haddock or hake. L.T. Kell, G.M. Pilling, G.P. Kirkwood, M. Pastoors, B. Mesnil, K.
Korsbrekke, P. Abaunza, R. Aps, A. Biseau, P. Kunzlik, C. Needle, B.A. Roel, C. Ulrich-Rescan; An evaluation of the implicit management
procedure used for some ICES roundfish stocks, ICES Journal of Marine Science, Volume 62, Issue 4, 1 January 2005, pp 750-759,
https://doi.org/10.1016/j.icesjms.2005.01.001

123 Western Baltic cod http://ices.dk/sites/pub/Publication%20Reports/Advice/2017/2017/cod.27.22-24.pdf Table 11, eastern Baltic
cod http://ices.dk/sites/pub/Publication%20Reports/Advice/2017/2017/cod.27.24-32.pdf Table 9 and North Sea ices.dk/sites/
pub/Publication%20Reports/Advice/2017/2017/cod.27.47d20_replaced.pdf. Note that there is some double counting between the
western and eastern Baltic stock advice reports, as eastern Baltic cod caught in subdivision 24 are included in both reports' figures.

124 For the eastern Baltic cod stock see http://www.ices.dk/sites/pub/Publication%20Reports/Advice/2017/2017/cod.27.24-32.pdf
and for the North Sea cod stock see http://ices.dk/sites/pub/Publication%20Reports/Advice/2017/2017/cod.27.47d20.pdf
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One picce of relevant information is however provided in passing in the section ana-
lysing one of the biological indicators, the Sustainable Harvest Indicator (SHI):

The small vessels with a high proportion of North Sea cod or Western Baltic
cod have a SHI>1 (“out of balance”)."ss
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In the SHI data table the flect segment consisting of demersal trawlers'® between 10
and 12 metres in length (VL1012 DTS) is reported as having SHI values of 1.6, 1.4 and
17 for the years 2012-2014."7 According to the European Commission’s Guidelines,
for a fleet segment to have indicator values above 1 for three consecutive years sug-

gests that it may be out of balance with fishing opportunities.™*

The lack of specific information regarding the fleet capacity targeting individual species
or stocks makes it impossible to identify total potential overcapacity. In the case of the
western Baltic cod stock, vessels within various segments such as small demersal trawl-
ers, other demersal trawlers and vessels with passive gear can fish for the stock, but the
total fishing capacity targeting the stock cannot be extrapolated from the data provided.

2.2.2 Fleet assessments and supporting analysis

Denmark’s report includes a table that shows all indicator values as well as an overall
‘trafhic light' assessment for each fleet segment.” A large number of segments have red
values for the Return on Investment and/or Vessel Utilisation indicators, suggesting
that they are out of balance (i.e. that the segment has an overcapacity).” However,
despite the latter indicator (described by the Commission’s Guidelines as the baseline
indicator”') implying possible imbalance for most segments and a number of segments
having one or more other indicators suggesting some degree of imbalance, the overall
indication in the traffic light system is green for all segments, with the exception of
the three segments for vessels under 10 metres, which are classed as “mainly inactive
or less active” and/or “non-commercial”. All other fleet segments are assessed as being
in balance with their fishing opportunities, even when they show a majority of red or
yellow indicators. The report offers no explanation for this assessment.

Table 1 below collects and summarises indicator values given in the report for fleet
segments with landings of roundfish, their share of the country’s roundfish landings

and tl’lC GCOI’t’S OVCI'QH assessment Of C:lCh SCngl’lt.

125 Danish report, p.11

126 Trawlers fishing for demersal species, i.e. species that live on or near the seabed.

2 Danish report, Table F.3 p.11

128 Guidelines, p. 5

129 Danish report, Table F.8 p.20

130 Danish report, p. 20. For a description of the indicators, see Annex Il in the present study.
131 Guidelines, p. 15
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TABLE 1: Indicator values, landings and assessments for
segments of the Danish fleet with landings of roundfish in 2016

Share

of Danish
roundfish
landings

Current/
break-
even

VL0010 132 13,1.0,09 0% Lessactive
viooto  pep [0t NG68 gS e 013 2% Less active
VL0010 PMP - 0‘53_ 1_ 1%  Lessactive
wio2  ors 0000 096 [ 16,1417 1 s 1% | Inbalance
V012 PGP 004 057 |125,23,29 3 057 2% Inbalance
viizig ots 001 A 1.4,1.2,09 6 043 14% | Inbalance.
vi2440 DTS | 005 178 0| 4 0.72 41%[1] | Inbalance |
VL2440  PMP N/A N/A NA  N/A __10%-
COM Green >0 >1 <1 0 >0.9

Guide- Yellow >0<1 >0

lines

Segments with 10% or more of the Danish catch of roundfish are shown in bold.

Indicators:

ROI Return on Investment Indicator

SHI Sustainable Harvest Indicator

SAR Stocks at Risk Indicator

V0L indicates vessel length range in metres. N/A indicates data not available.
Gear codes:

DTS Demersal trawlers and/or demersal seiners

PGP Vessels using polyvalent passive gears only

PMP Vessels using active and passive gears

™ Pelagic trawlers

Source: Danish national report for 2016.132 More detailed information on the indicators may be found in Annex Ill of the
present report.

The segment (VL2440 DTS) with the largest share of roundfish landings (41%) has an
SHI value indicating a high risk of overcapacity, and SAR and Vessel Utilisation values
indicating possible overcapacity, but the report nonetheless classifies it as in balance.
Two of the other segments (VL1218 DTS and VL1824 DTS) with more than 10% each
of Danish roundfish landings have biological and Utilisation indicator values indicating
high risk of or possible overcapacity. These are also classified in the report as being in
balance. The segment VL2440 PMP, with 10% of the Danish roundfish catch, has a Utili-
sation value indicating high risk of overcapacity. Values for other indicators are not given
in the report, possibly due to the small number of active vessels (four) in this segment.

In sum, dcspitc indicator values indicating high risk of or possibic overcapacity in the
four segments together responsible for more than 75% of Danish roundfish landings
in 2016, each of these segments is classed as bcing in balance and the fleet as a whole

132 Most information comes from “Table F.8. Traffic Lights” in the Danish report (p. 20). The utilisation value for the segment VL2440
PMP comes from “Table F.2. Ratios between average days at sea and maximum days at sea” (p. 10). Table F.8 contains only values for
the latest year and does not show a traffic light colour. The Guidelines clarify that if the value is greater than one for three consecutive
years it could be an indication of imbalance. The SHI values for the latest three years (2012, 2013 and 2014) come from “Table F.3.
Sustainable Harvest Indicator (SHI)" (p. 11) When the value is greater than one for three consecutive years the segment has therefore
been given a red light in Table 1 in this report. The shares of the Danish roundfish landings were calculated for the present report
from information in “Table A.3. Distribution landing live weight in 2016 on overall fisheries (%)" (p. 3). The Danish report includes catch-
es from VL24XX TBB (beam trawlers) in the catches from VL2440 DTS, which is sometimes done when there are very few vessels in a
segment.

TN

»TOO
many
vessels
chase
too few
fish«



is classed as being in balance with fishing opportunities. Only segments with very
small shares of the overall roundfish landings (such as demersal trawlers under 10
metres) are classed as being out of balance with fishing opportunities, even though
larger demersal trawlers may fish the same stocks as them.

In the final “Summary and evaluation” section of the report the fleet segments are
aggregated and analysed in five groups. With the exception of two groups that en-
compass the segments involved in mussel and brown shrimp fisheries, the groups
are defined only by vessel length, with demersal and pelagic vessels of similar length
being lumped together. This makes it impossible to draw even the most general con-
clusions about impacts on individual species or stocks and rendering the conclusions
regarding balance effectively meaningless. No meaningful explanation is given for the

decision to aggregate segments in this way.

This method of aggregation and an:ﬂysis 18 not in compliance with the requirements
of the Guidelines, as no supporting analyses are provided at segment level, despite

the assessments of individual segments diverging from the indicator values. ™

The “Summary and evaluation” also comments with regard to the group comprising

all vessels of 12—24 metres that

it should also be taken into consideration that the capacity of this group of

vessels has already been reduced considerably.

The implication seems to be that if a segment has declined, it should not be classed
as in imbalance, or subject to an action plan, even if the indicator values otherwise
suggest that there is an imbalance. This might be justified, if the reductions were the
result of a system that has delivered capacity reductions in the past and can be relied
on to do so also in the future, to the extent necessary, with no changes needed (see

below).

The question arises, however, whether Denmark’s 2016 report “seckls| to identify
structural overcapacity by segment”, as stipulated by Article 22(2) subparagraph 2 of
the Basic Regulation, or whether it in fact masks overcapacity.

Furthermore, the Teport contains no capacity assessment of the national fleet as a

whole, as prescribed by Article 22(2) subparagraph 2.

2.2.3 Action plan

Although in 2016 only one of 19 vessel segments for which the indicator is reported
had a Vessel Utilisation figure above 0.9 (green light) and 14 of 19 segments had one
below 0.7 (red light), Denmark’s 2016 report concludes that “there is an acceptable
balance between capacity and fishing possibilities”, and no action plan was submitted
together with the report.’

An action plan was included in the 2015 report. That report concludes that there are
two areas where there could be some imbalance between fleet capacity and fishing re-
sources: less active and inactive vessels under 10 metres, and vessels managed under a

national system with individual transferable quotas, including medium-sized vessels

33 Guidelines, p. 4
'34 Danish report, p. 18
'35 Danish report p. 19.
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of 12—18 metres.*

But the corresponding action plan has no adjustment targets,
tools, or time frame as required by Article 22(4) of the Basic Regulation. In fact, it
concludes that no actions are needed besides those already in place (in particular the
ITQ system). The section “Action in response to situations of imbalance” of the 2015

I'CpOI‘t states thﬁl‘.

The situation is being followed very carefully in order to assess whether there
is a need for further action. So far, no signiﬁcam change to the capacity situa-
tion has been noted. If anything, there is an indication of some improvement
compared to the 2014-report from June 2015. In conclusion there is no need for
further immediate action.”””

As indicated above, the following year’s report does not supply much evidence of the
situation being followed particularly carefully. If anything, the position of the Dan-
ish government in the negotiations on the western Baltic cod TAC for the next year
pointed in another direction. One of the main problems with overcapacity is the fact
that it puts pressure on the European Commission and Member States respectively
to propose and agree higher TACs (and thus national quotas) than are recommend-
cd by scientists. As noted above, the 2015 Danish action plan implied that decisions
leading to a timely resolution of any potential overcapacity problem had already been
taken. Therefore, the Danish government could have been expected to have pushed
for TACs in line with scientific advice to speed up the recovery of depleted stocks.
However, in the negotiations leading up to the European Council decision on the
western Baltic TACs for 2017, exactly the opposite happened. The scientists at ICES
had advised a commercial catch of western Baltic cod of at most 917 tonnes.® The
Commission argued that the “sicuation is very grave with very low biomass and prac-

7140

and proposed a catch of

tical no recruitement™ so radical measures needed [sic|’
1,588 tonnes, while the Council finally approved a far higher TAC of 5,597 tonnes.*
The Danish government expressed itself’ “strong]y opposed to the proposzll” by the
Commission, explicitly citing the socio-economic consequences of too low a TAC.
42 This can be interpreted as a tacit admission of an overcapacity not identified in
the country’s 2016 capacity balance report nor resolved by the plan of action in the
previous report.

'3 |ndividual Transferable Quotas refers to a national system whereby fishers can sell and buy fishing rights. The system is described
briefly in the Danish report on pp. 7-8. Article 21 in the Basic Regulation gives Member States an explicit right to establish systems for
transferable fishing concessions.

'37 Ministry of Environment and Food of Denmark, Annual Report on fishing fleet capacity 2015 - Denmark http://ec.europa.eu/fisher-
ies/fleet/software/FleetManagement/FM_Reporting/AnnualReportDocs/2015_DNK_MSAR_EN.PDF p. 34

138 |CES.2017. Cod (Gadus morhua) in subdivisions 22-24, western Baltic stock (western Baltic Sea) http://ices.dk/sites/pub/Publica-
tion%20Reports/Advice/2017/2017/cod.27.22-24.pdf

' Recruitment refers to the "amount of fish added to the exploitable stock each year due to growth and/or migration into the fishing
area. For example, the number of fish that grow to become vulnerable to the fishing gear in one year would be the recruitment to the
fishable stock that year. This term is mostly used in referring to the number of fish from a year class reaching a certain age. For exam-
ple, all fish reaching their first year are age 1 recruits.” ICES, Acronyms and terminology http://www.ices.dk/community/Documents/
Advice/Acronyms_and_terminology.pdf

140 General Secretariat of the Council (AgriFish), Note from the General Secretariat of the Council to Delegations, 11813/16 PECHE 296
+ADD 1 - COM(2016) 545 final + Annex, 22 September 2016 http://data.consilium.europa.eu/doc/document/ST-12395-2016-REV-1/
en/pdf p. 14

41 European Council, EU total allowable catches (TACs) in the Baltic Sea for 2017, http://www.consilium.europa.eu/media/24265/eu-
total-allowable-catches-tacs-in-the-baltic-sea-for-2017.pdf

42 General Secretariat of the Council (AgriFish), Note from the General Secretariat of the Council to Delegations, 11813/16 PECHE 296
+ADD 1 - COM(2016) 545 final + Annex, 22 September 2016 http://data.consilium.europa.eu/doc/document/ST-12395-2016-REV-1/
en/pdf p. 14.
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2.2.4 Conclusions

+ Denmark’s 2016 report provides potentially useful information at the level of

fleet segments.'?
+ However, it does not appear to comply with Article 22 of the Basic Regula-
tion and the intentions behind it in the following ways:

— The description of the relation between the segments of the fishing fleet
and the stocks targeted is inadequate.

The analysis of the balance between fishing opportunities and fishing ca-
pacity is not made at stock level. As a result two segments potentially fish-
ing for the same overfished stock receive different traffic light assessments

for particular capacity balance indicators.

Nearly all segments are assessed as being in balance with no supporting
analysis, despite one or more indicator values in a majoricy of cases sug-

gesting imbalance.

The possible overcapacity in the western Baltic cod fishery is not addressed.

- Tl’lC I'CpOTt dOCS not appecar to SCCk to idCl’ltify structural OVCI'CZIp!lCiI‘.y.

+ As the report does not identify any overcapacity, there is no action plan in-
cluded. No results of the previous year’s action plan are reported.

« 'The possibility of an overcapacity in the western Baltic cod fishery, alchough
not identified in the report, is consistent with the arguments of the Danish
government for a higher 2017 TAC than recommended by scientists and pro-
posed by the Commission.

2.3 Germany'’s 2015 capacity
balance report

2.3.1 Description of fishing fleet and its activity

This section assesses Germany’s capacity balance report for 2015. In most cases, how-

ever, indicator values refer to 2014.'#

In Annex 1 of the report 21 fleet segments are listed, along with their catches in
tonnes of each species or stock in specific ICES/Northwest Atlantic Fisheries Or-
ganization arecas. Thus, the report specifies landings in tonnes of western Baltic cod
(and all other relevant stocks) for each segment. In Table 2 it can be seen for example
that demersal trawlers and seiners 18 metres or longer took about 33% of the German
western Baltic cod catch, while the smallest vessels using passive gear took about 20%
of the catch of that stock.

This information allows a close look at the capacity balance situation in the German

western Baltic cod fishery.

43 For example, the values for the SHI indicator, which were used to designate a colour for this indicator for segments in Table 1.

144 Report to the European Commission under Article 22 of Regulation (EU) No 1380/2013 on the balance between the fishing capacity
and the fishing opportunities of the German fishing fleet in 2015, http://ec.europa.eu/fisheries/fleet/software/FleetManagement/
FM_Reporting/AnnualReportDocs/2015 DEU_MSAR _EN.PDF, (henceforth referred to as the German report).
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2.3.2 Fleet level assessments

In Germany’s 2015 report, capacity balance assessments are made at fleet segment
level. For the main segments targeting western Baltic cod, the catches and balance
assessments are given in Table 2 below.

TABLE 2: Indicator values, landings and assessments for segments of
the German fleet with significant landings of western Baltic cod in 2015

Current/ Landings Assess-
break- of western | ment
even Baltic cod,

tonnes

VL1012 PG 012

6
S p20is 0 oa 4
VL1012 DTS 0.39_ 1

6

VL1824 DTS

e
e
e
- i
i e
39

VL2440 3

COM
Guide- Yellow >0<1 >0

lines

Indicators:

ROI Return on Investment Indicator

SHI Sustainable Harvest Indicator

SAR Stocks at Risk Indicator

VL indicates vessel length range in metres.

Gear codes:

DTS Demersal trawlers and/or demersal seiners

PG Vessels under 12 metres using passive gears only'*

Source: German national report for 2015, pp. 13, 15, 24, 25, 26, 27, 38, 40. More detailed information on the indicators
may be found in Annex Ill of the present report.

As regards the SHI values for the fleet as a whole, the report finds

that those segments that make a substantial contribution to German land-
ings ... produced good indicator values. The values were more problematic for
smaller vessels, but these had comparatively low landings in 2014 and 2015.
The main problem can also be narrowed down geographically to the western
Baltic Sea and concerns fleet segments fishing western Baltic cod.™

As can be seen from the table, four out of the six segments landing western Baltic
cod in significant quantities are assessed as out of balance, while the remaining two
have red levels for SHI and Vessel Utilisation, raising the question of why they too
are not assessed similarly.

2.3.3 Supporting analysis of assessments

Germany’s 2015 report provides analyses to support its balance assessments for each
segment, though these are not always thorough or entirely convincing. For exam-
ple, for the three segments covering vessels under 12 metres assessed as being out of
balance (i.e. PG VLoo1o, PG VLio12 and DTS VLio12), the report argues that the
indicators are not particularly meaningful, due to the indicacor methodology alleg-
edly overestimating the monetary value of vessels and of their depreciation, as well as

4 European Commission, Joint Research Centre, DCF - Data Collection Framework, Fleet segment DCR
46 German report, p. 33
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to the part-time and non-profit-driven nature of much of the country’s small vessel
fishing.'¥7 The report underlines that the German

fleet management approach is further characterised by the fact that Germany
wants the tradition of fishing as a side business — which is very much rooted in
the family — to retain its significance (not least because it also acts as a draw to
tourists) so that its harbours do not become deserted. This type of fishing was
also granted its historical fishing rights, which have to be taken into account
when distributing fishing opportunities under the provisions of the applicable
German Marine Fisheries Act. In this context, it is important to Cmphasisc
that although the catch percentages for fishing as a side business are generally

very low, they are nevertheless to be deliberately retained. s

Nevertheless, as can be seen from Table 2 above, the three segments assessed as being
out of balance and comprising vessels of 12 metres or less account for more than 40%
of the total catch of western Baltic cod by the German fleet.

A similar mixture of special pleading and a selective approach to the indicators char-
acterises the analysis of the two segments with the largest vessels fishing for western
Baltic cod (and accounting for roughly one-third of the German catch of that stock),
which as shown in Table 2 are assessed as being in balance, despite reported indicator

values for both segments suggesting imbalance.

Thus, the SHI for segment DTS VL1824 was 1.45 for 2014, and had been at 1.6 or above in
every previous year as far back as 2008. This is far above the threshold for a ‘red light, for
which the value needs to exceed 1 for just three consecutive years. The vessel use indicator
value was 0.60 for 2015, which also indicates imbalance. Indeed, this value was below the
overcapacity threshold of 070 every year between 2008 and 2015. While the economic

indicator values are said to not point to any overcapacity, according to the Guidelines

fleet segments that are not in balance with the fishing opportunities they
are exploiting would normally be considered as being in imbalance, even if
economic indicators show short and long term proficabilicy.>

Nevertheless, this fleet segment is classed as being in balance. The report justifies this
by saying that the vessel use indicator is stable, while “the SHI is on a positive trend,
and no stock at risk is fished”s* The report also questions the validity of the SHI itself,
referring inter alia to the STECF criticism of the indicator.s* The fact that the number
of vessels has dropped is also mentioned in the overall analysis, implying the view that
as long as some reduction has been achieved it is unimportant — or perhaps politically
unviable - to reduce capacity further, even if there is still overcapacity. Moreover, the
imbalance in the vessel use indicator is blamed on “the fishing effort rules of Regula-
tion (EU) No 1348/2008" which seems to be another way of saying that the imbalance
is due to the lack of fishing opportunities rather than capacity being too high.

47 German report, pp. 14, 16, 24, 35-37

48 German report, p. 11 w
4 German report, p. 26. The indicators and threshold values are presented in more detail in Annex IIl. J

150 Guidelines, p. 4 w
51 German report, p. 26

52 German report, pp. 33-34

53 German report, p. 26. We have not managed to find this regulation. Perhaps it is a misprint and Regulation (EC) No. 1342/2008
(along term plan for cod in the North Sea etc.) is meant. http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=
CELEX:32008R1342&from=EN
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For the segment DTS VL2440 the SHI was 1.17 in 2014 and had been above the
threshold value for each of the previous six years, while the vessel use indicator was
0.66 — both suggesting overcapacity. Surprisingly, the analysis describes the 2014 SHI
value as “low” even though it is above the threshold set in the European Commis-
sion’s Guidelines. The analysis notes that that STECF considered that one stock be-
ing fished by this fleet segment in 2014 was considered at risk, suggesting a possible
imbalance, and concludes that the stock at risk was most likely eastern Greenland
shelf cod.’* Nonetheless, this segment is assessed overall as being in balance. The sup-
porting analysis justifies this by stating that the biological (SHI) and vessel use values
are “close to one” and that the economic indicators are positive.’ss

The fact that of the segments identified in Germany’s 2015 report as fishing for west-
ern Baltic cod, those assessed as being out of balance are the smaller vessel segments,
while larger vessel segments targeting the same stock are assessed as being in balance
with their fishing opportunities, offers a similarity with the Danish report reviewed
above. Here, of those segments fishing any overexploited species, it is the smaller
vessel segments, with a lower share of the catch, that are classed as being out of bal-
ance with fishing opportunities while the larger vessel segments are classed as being
in balance despite some indicator values suggesting otherwise. This appear to be a
good illustration of the problem that STECF alluded to in its 2016 report, where the
SHI indicator may mask problems for fleet segments with larger vessels (see sections

156

1.2.3.7 above and 3.3. below)."* As with the Danish report, there is no aggregated anal-

ysis of all segments targeting the same stock.

As discussed above, Germany’s report presents socio-economic arguments for why
smaller vessels in segments classed as being out of balance should nonetheless be al-
lowed to continue to fish. Taken together, Article 17 (on the criteria for the allocation
of fishing opportunities by Member States) and Article 22 of the Basic Regulation
imply that where there is an overcapacity across a number of segments, reductions
should be made in the less sustainable and less socio-economically important seg-
ments. Accordingly, the implication of the socio-economic arguments presented in
the German report for not addressing overcapacity in the smaller vessel segments is
that capacity among the larger vessel segments targeting the same stocks should be
reduced instead. However, as remarked above, in the case of the western Baltic cod
stock the two segments with the largest vessels, with about 1/3 of the catch, have been
assessed (on rather questionable grounds) as being in balance. They are included in
the action plan supplied with the report, however, and there is some discussion there
of a reallocation of quota.

2.3.4 Action plan

Germany’s 2014 capacity balance report concluded that no action plan was needed.’s?
However, after correspondence with the European Commission in June 2015, the

German Government submitted an action plan covering six segments. An updated

154 German report, p. 28 >
%5 German report, pp. 27-28
156 STECF 16-18 pp 158-159

57 Report to the European Commission under Article 22 of Regulation (EU) No 1380/2013 on the balance between the fishing capacity
and the fishing opportunities of the German fishing fleet in 2014, http://ec.europa.eu/fisheries/fleet/software/FleetManagement/
FM_Reporting/AnnualReportDocs/2014 DEU_MSAR EN.PDF, p. 17
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version of this plan is supplied with the 2015 report. It is a relatively detailed docu-
ment, running to 14 pages.’®

The action plan covers six fleet segments considered as showing signs of‘possible im-
balance: two passive gear segments (PG VL1012 and DFN VLi1218) and four demer-
sal trawler/seiner fleet segments (DTS VLio12, DTS VL1218, DTS VL1824 and DTS
VL2440, the last two of which the 2015 report actually assesses as being in balance,
as it does DFN VL1218). Of these, only DFN VL1218 does not fish for western Baltic
cod. Vessels with a vessel length of 10 metres or less are not included, despite being
classed as being in imbalance. The report explains that small-scale coastal fishing fre-
quently involves “part-time fishermen whose catches made up a very small percent-
age of total catches”. And further, that “it can be safely assumed that the small size,
and, in turn, the low fishing capacity of these vessels make it highly unlikely that they
could be the cause of any overfishing™ In another section, the report argues that
these vessels are important for social and cultural reasons, and are politically prior-
itised.” As was seen in Table 2 above, this segment caught about 20% of Germany’s
catch of western Baltic cod.

According to the Commission’s Guidelines, following Article 22(4) subparagraph 1 of
the Basic Regulation, an action plan should “contain adjustment targets, tools, and a
time frame for implementation”. The 2015 German action plan contains four “global
targets”. These are:

- transposition of the legal requirements of the new CFP;

« adjustments to the data and calculation methods used to improve the accura-
cy of measures to adjust fishing capacity to fishing opportunities;

« modernisation of the German fishing fleet; and

« shifting fishing pressure from the Baltic Sea to the North Sea and other fish-

ing areas.

The tools to be used are specified as:

- measures to swap or redistribute relevant quotas between the Baltic and

North Seas;

« abolition of the restrictions on fishing effort in the Baltic and North Seas (for
example allowing increased fishing of flacfish in the North Sea by trawlers at
least 18 metres long, so that fishing allocations for cod in the western Baltic
Sea can be redistributed to vessels less than 18 metres long);

« Marine Stewardship Council certification;
- marketing support;

« restrictions on the use of financing from the EMFF'® so that it can only go to
undertakings which can prove annual profits above a certain level or demon-
strate that they were at sea more than 6o days a year on average over the past
three years;

'8 Action plan to redress structural imbalances in the German fishing fleet in accordance with Article 22(4) of Regulation (EU) No
1380/2013 of the European Parliament and of the Council on the Common Fisheries Policy, http://ec.europa.eu/fisheries/fleet/
software/FleetManagement/FM_Reporting/AnnualReportDocs/2015 DEU_MSARA EN.PDF

%9 German report, p. 37.

60 German report, p. 11.
11 The EMFF is discussed in more detail in sections 1.4 and 3.5.
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« EMFF support for modernisation in areas such as selectivity, energy efficien-
cy, on-board processing and storage;

« fisheries monitoring and enforcement; and

« a project in the North Sea to fit two cod fishing vessels with closed circuit
television (CCTV) monitoring (for monitoring compliance with the discard

ban, sce section 2.1.2) in return for additional quotas.'®

The time frame for implementation set out in the plan involves an evaluation in 2017,

with further (unspecified) measures possibly being implemented in 2018, if necessary.

According to ClientEarth, the term “adjustment targets” as used in the Commis-
sion’s Guidelines means concrete objectives for the reduction of overcapacity. How-
ever, the German action plan does not include quantified objectives. Underlining
the problematic nature of this approach, when the STECF Expert Working Group
EWG 15-17 commented on the original action plan at the time of its release in 2015,
It concluded that progress towards the plans global targets would be difficult to
monitor and evaluate and that there were no specific targets for the separate fleet
segments. As this situation has not improved substantially in the revised plan, the

action plan does not appear to be in compliance with the requirements of Article 22.

2.3.5 Conclusions

« Germany’s 2015 report complies with most of the formal requirements of the
European Commission’s Guidelines.

« The report includes information which enables an evaluation of the report’s

assessments and analyses.

« The analysis of the balance between fishing opportunities and fishing capac-
ity is not made at stock level. As a result two segments potentially fishing
for the same overfished stock receive different traffic light assessments for
particu]ar capacity balance indicators.

« Smaller vessel segments ﬁshing for western Baltic cod are assessed as being
out of balance (but prioritised for protection on socio-economic grounds),
while 1arg€r vessel segments ﬁshing for the same stock are assessed as being n

balance, despite indicator values implying imbalance.

« The action plan supplied with the report does not include quantified objec-
tives for the reduction of’ overcapacity in the fleet and therefore appears not
be in compliance with Article 22 or the Guidelines.

« Itisunclear if action proposed to reduce the identified or implied overcapaci-
ty in fleet segments fishing for western Baltic cod will lead to concrete results
or when the results are expected to be achieved.

62 Article 15(13) of the Basic Regulation identifies CCTV monitoring as particularly important for monitoring compliance with the
discard ban.

163 ClientEarth, p. 7. The Commission’s Guidelines do not themselves define the term.

164 Scientific, Technical and Economic Committee for Fisheries (STECF) Assessment of balance indicators for key fleet segments and re-
view of national reports on Member States efforts to achieve balance between fleet capacity and fishing opportunities (STECF-15-15),
https://stecf.jrc.ec.europa.eu/documents/43805/1166222/STECF+15-15+-+Balance+capacity.pdf, p. 111
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2.4 Poland’s 2015 capacity balance report

2.4.1 Description of fishing fleet and its activity

Poland’s capacity balance report for 2015 describes the Polish ﬁshing fleet and names
species caught by the fleet in the Baltic Sea as well as in the North Sea and African wa-
ters.® Cod is an important specics for the Polish fleet, with the cod catch consisting
primarily of eastern Baltic cod. The report contains specific information on catches
in the Baltic Sea. For the western Baltic cod stock — the only assessed stock classed as
fulfilling the “biomass has fallen below B_ " criterion for the Stocks at Risk indica-
tor — it contains information on catches (by tonnage) for cach fleet segment, whereas

similar information for the castern Baltic cod stock (and all ocher stocks) is lacking. ¢

The segment with the largest share of the Polish catch of western Baltic cod (VL1218
DTS) is described as relying

on overfished stocks that are exploited at a level higher than FMSY, with the

sustainable harvest indicator exceeding 1 in the period of 2013-2015."7

2.4.2 Fleet level assessments and supporting analysis

Poland’s 2015 capacity balance report includes information on the fleet segments in
relation to all indicator values for three consecutive years.® It discusses, evaluates
and reaches a conclusion for each segment. All the assessments are based on support-

ing analysis.

Two segments (VLio12 PG and VL1218 DFN) are assessed as showing clear imbalance
between fishing capacity and fishing opportunities. Two segments (VL1218 DTS and
VL1824 DTS) are assessed as slightly out of balance. The supporting analysis in some
cases appears to downplay the seriousness of the red indicator values recorded for
the segment. For example the conclusion for the segment catching the largest share
of western Baltic cod is

that the ﬁshing capacity of the VL1218 DTS segment is only slightly imbal-
anced in relation to available fishing opportunities (with an outlook for im-
provement) and the segment’s financial performance is indicative of its good
economic situation.” [Emphasis in the originall

As with the Danish and German reports, there is no aggregated assessment of all seg-
ments targeting a specific stock. Table 3 below collects and summarises the findings

for segments that fished western Baltic cod in 2015.

65 POLAND Annual report on Poland's efforts to achieve balance between fishing capacity and fishing opportunities for the period of 1

January to 31 December 2015 http://ec.europa.eu/fisheries/fleet/software/FleetManagement/FM_Reporting/

AnnualReportDocs/2015 POL MSAR_EN.PDF, (henceforth referred to as the Polish report), p. 3. Polish vessels are reported as fishing ‘,
in waters under the jurisdiction of Namibia, Angola and Morocco (according to other reports including Western Sahara, see for exam- <

ple DPA, EU court rules Western Sahara not part of EU-Morocco fisheries deal, http://www.dpa-international.com/topic/eu-court- v
rules-western-sahara-part-eu-morocco-fisheries-deal-180227-99-258859).

16 Polish report, pp. 10-11

167 Polish report, p. 26

168 (2013-15 in the case of the biological and technical indicators, 2012-14 in the case of the economic indicators)
169 Polish report, p. 26
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TABLE 3: Indicator values, catches and assessments for segments of the
Polish fleet with catches of western Baltic cod in 2015

Current/ | SHI 3 years SAR | Utilisa- | Catch of
western

Baltic cod,
tonnes

VL0010

VL1012 PG

VL1012 DFN 81

VL1218 DTS 321 Someimbalance
VL1824 DTS 89 Someimbalance
VL2440 TM 1.25,1.30,0.96

COM

Guide- Yellow >0<1 >0
lines

Indicators:

ROI Return on Investment Indicator

SHI Sustainable Harvest Indicator

SAR Stocks at Risk Indicator

VL indicates vessel length range in metres.

Gear codes:

PG Vessels using passive gears only

DFN Drift and/or fixed netters

DTS Demersal trawlers and/or demersal seiners

™ Pelagic trawlers

Utilisation in this table is based on kW days; the Guidelines allow the Member State to choose to base utilisation on kW
days or GT days. The Polish report provides data on both.

Source: Polish national report for 2015, pp. 2, 8, 9, 11, 12. More detailed information on the indicators may be found in
Annex Il of the present report.

2.4.3 Action plan

Poland included an action plan in its capacity balance report for 2014 and included
the same plan in its report for 2015. The plan is based on two different tools: perma-
nent cessation of fishing activities (or scrapping of vessels), and temporary cessation
of fishing activities. Permanent cessation is especially intended for the two smaller
vessel segments assessed as out of balance, whereas temporary cessation is meant to
be used for the demersal trawlers in the two segments assessed as being “slightly im-
balanced”. 50 fishing vessels were due to be scrapped by 2017.7°

The Polish action plan provides adjustment targets, tools and a set time frame. As
such it fulfils the requirements of Article 22. However, the 2015 report does not in-
clude a follow-up on what action has been taken since the action plan first appeared
in the 2014 report. Specifically, no information is provided on numbers of vessels
that have been scrapped or temporarily suspended from fishing, Conversely, it is
stated that some capacity withdrawn through decommissioning vessels with the sup-
port of funds from the European Fisheries Fund (EFF, the forerunner to the EMFF)
has been reintroduced to the fleet as a result of the modernisation of vessels (includ-
ing the replacement of engines).”

170 Polish report, pp. 29-30

71 Polish report, p. 4. Information on EFF financing of the programme referred to in the report was obtained from the Polish Agency
for Restructuring and Modernisation of Agriculture, Operational Programme “Sustainable Development of the Fisheries Sector and
Coastal Fishing Areas 2007-2013", at http://www.arimr.gov.pl/o-arimr/information-about-the-agency/forms-of-aid-managed-by-
arma/operational-programme-sustainable-development-of-the-fisheries-sector-and-coastal-fishing-areas-2007-2013.html
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2.4.4 Conclusions

+ Poland’s 2015 report complies with the requirements of the European Com-
mission’s Guidelines on most parameters, but it fails to describe the country’s
fishing fleet in relation to the fisheries targeted in a comprehensive way.

+ 'The basis for the assessments is clear and transparent, it is relatively easy for
a reader to follow and understand.

+ Clear information is provided on catches of western Baltic cod (in weight)
per segment, although the Polish catch of this stock is relatively small. Cor-
responding information on the eastern Baltic cod stock, which is much more
important to the Polish fleet, is lacking.

« The analysis of the balance between fishing opportunities and fishing capac-
ity is not made at stock level. As a result two segments potentially fishing
for the same overfished stock receive different traffic light assessments for

particular capacity balance indicators.

+ The action plan provided includes adjustment targets, adjustment tools and a
time frame within which it needs to be implemented, as required by Article

22(4) of the Basic Regulation.

+ No follow-up of the original 2014 action plan is provided in the 2015 report,
meaning that no information is presented on the progress of capacity reduc-
tion in the Polish fleet thus far.

+ Some capacity withdrawn from the fleet with the use of European funds has
later been reintroduced by means of vessel modernisation.

2.5 Latvia's 2015 capacity balance report

2.5.1 Description of fishing fleet and its activity

Latvia’s capacity balance report for 20157 distinguishes between three main parts of
the Latvian fleet: the high sea fleet, the Baltic Sea (including Gulf of Riga) offshore
fleet, and the coastal fleet. The high sea fleet is described as consisting of “11 big ves-
sels”. The report lists the species targeted by the High Seas fleet, which contributed

23.1% of the total Latvian catch in 2015, for each management area.’”s

The Baltic Sea offshore fleet is divided into six segments, based on three vessel lengths
(VL1218, VL1824 and VL2440) and two gear categories (trawlers and netters). The
report gives the percentages of the Baltic Sea offshore fleet’s total 2015 catch of three
key species (cod, herring and sprat) that were accounted for by each of these seg-
ments.7 It also provides figures for catch (by tonnage) of four stocks (as designated
by ICES) of these three species by three of these segments for each year 2012-14.7
This includes information on the eastern Baltic cod stock, but not on the western

72 he Annual Report On the Latvian Fishing Fleet 2015, http://ec.europa.eu/fisheries/fleet/software/FleetManagement/FM
Reporting/AnnualReportDocs/2015 LVA MSAR_EN.PDF (henceforth referred to as the Latvian report).

73 Latvian report, p. 2

74 Latvian report, pp. 2-3
75 Latvian report, p. 12
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Baltic cod stock, although according to ICES ﬁgures Latvia did have a small catch of
this stock each year (11, 128 and 39 tonnes, respectively).”¢

For the coastal fleet, the report provides information only on some different species caught,
and reports that this fleet catches about 4% of the Latvian fleet’s total Baltic Sea catches.”7

2.5.2 Fleet level assessments and supporting analysis

Some indicator values are prcsented for four fleet segments. The indicator values
for these segments are displayed in tables covering the years 2012-15 and usually
showing the assessment for each indicator, though some ﬁgures are missing. Overall
balance assessments for each segment are not given. Supporting analysis is provided,
gcnerally organised by indicator, instead of by segment (making it more difficule to
get an overview of the balance situation for each segment). Indicator values given are
summarised in Table 4 below.

TABLE 4: Indicator values for some segments of the Latvian fleet

Gear Current/
code break-even

VL0010 PGP N/A
VL1218 ™ 1.05,0.84, 1.1
VL2440 ™ 0.95,1.15,1.5
VL2440 DFN N/A N/A 1.24,1.51, Not defined
COM
Guide- Yellow >0<1
lines

Indicators:

ROI Return on Investment Indicator

SHI Sustainable Harvest Indicator

SAR Stocks at Risk Indicator

V0L indicates vessel length range in metres.

Gear codes:

DFN Drift and/or fixed netters

™ Pelagic trawlers

PGP Vessels using polyvalent passive gears only

Source: Latvian national report for 2015 pp. 15-16. More detailed information on the indicators may be found in Annex I
of the present report.

As well as the lack of overall assessments for the segments covered, the report does
not include a balance assessment at the national fleet level, nor aggregated assess-
ments of all segments targeting a specific stock. The absence of such assessments
gives rise to some questionable conclusions. For example, two segments catch most
of the eastern Baltic cod taken by the Latvian offshore fleet.7 It is proposcd to scrap
the smaller segment (VL2440 DEN),” which takes 12% of the offshore fleet’s cod

180

catch, but not the other segment (trawlers of the same length)® which takes over

80% of that catch. The netters target only cod, whereas the trawlers target sprat,

176 |CES.2017. Cod (Gadus morhua) in subdivisions 22-24, western Baltic stock (western Baltic Sea) http://ices.dk/sites/pub/
Publication%20Reports/Advice/2017/2017/cod.27.22-24.pdf p. 12

77 Latvian report, p. 3

78 Latvian report, pp. 2-3
179 | atvian report, p. 8

18 Here, this study follows the language in the Latvian report, which often distinguishes between "netters” and "trawlers”, but not
between, for example, different kinds of trawlers.
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http://ices.dk/sites/pub/Publication%20Reports/Advice/2017/2017/cod.27.22-24.pdf
http://ices.dk/sites/pub/Publication%20Reports/Advice/2017/2017/cod.27.22-24.pdf

herring and cod and are assessed as relying on the overfished Baltic sprat stock.™

The trawlers also had a low vessel utilisation indicator during the four years to 2015,
a result noted as corresponding to a red light in the traffic light system.®* Alchough
the scrapping of the netters is likely to case the situation for the trawlers, there is no
explicit discussion of its potential effects.

2.5.3 Action plan

An action plan for 2015-17 was submitted in 2015, attached to the report for 2014."%
The goal of this plan is limited to managing the VL2440 DEN segment. Taking ac-
count of biological and economic indicator values, the action plan comes to the con-
clusion that this fleet segment is out of balance and that action should be taken to
correct it. The action plan envisages the scrapping of the whole fleet segment (six
vessels) by the end of 2017. There is no indication of how this is to be achieved.

The 2015 report refers to the action plan, including the intention of scrapping the
entire VL2440 DEN fleet segment. Although the report does not say anything about
progress in the action plan, it does provide information about the level of fleet re-
duction between 2004 and 2015 in terms of number of vessels, total gross tonnage
and total engine power.™ It also includes numbers of vessels per segment in 2014 and

2015.'%

2.5.4 Conclusions

« Latvia’s capacity balance report for 2015 fails to comply with Article 22 and
the intentions behind it in the following ways:

— 'The description of the relation between fleet segments and fishing oppor-
tunities is incomplete, although much relevant information is available
in the report and a diligent reader can fill in many of the gaps and draw
conclusions.

— 'There are no assessments and analyses of the balance between fishing op-
portunitics and ﬁshing Capacity at fleet level.

« 'The action plan submitted in 2015 includes adjustment targets, tools, and a
time frame, but does not include a description of how it is going to be carried
out in due time.

2.6 A regional overview for the Baltic?

In view of the greater role for regional management introduced in the 2013 CFP re-
form and the magnitude of the overcapacity challenge, it would be in the interest of
policy—makers and fisheries managers in the countries around the Baltic to have ac
cess to an assessment of the balance between fleet capacity and fishing opportunities

81 Latvian report, pp. 2-3, 7
'8 Latvian report, pp. 5-6, 15

'8 The Annual Report On the Latvian Fishing Fleet 2014, http://ec.europa.eu/fisheries/fleet/software/FleetManagement/FM
Reporting/AnnualReportDocs/2014_LVA_MSAR_EN.PDF

'8 Latvian report, p. 1

'8 Latvian report, p. 2-3
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at the regional level. Although there are indications of overcapacity in some Baltic
Sea fisheries, there is at present no regional capacity assessment.

In connection with its 2016 report, STECF published an overview of the assessments
of each indicator for each segment of the fleets of all 28 EU Member States, based on

the traffic light system."*¢

In the process of preparing this study, we have accempted to see what conclusions
could be drawn on a regional level about possible overcapacity in the EU fleet fishing
the western Baltic cod stock, on the basis of national capacity balance reports and
information from STECEF. To this end we have analysed the 2016 STECF overview
and the national reports for 2015 (i.c. covering the same time period, 2015, as the 2016
STECF overview, in order to have comparable figures), with a particular focus on the
four Member States in the Baltic Sea region that together catch nearly all the western
Baltic cod landed — Denmark, Germany, Sweden and Poland. 7

Annex [V presents information obtained in the course of this analysis from the 2016
STECEF overview or the 2015 national Teports, covering 30 segments of the Danish,
German, Swedish and Polish fleets. These are segments that, based on the national
reports, have caught or, judging by their gear type, could catch western Baltic cod.
Most (23, or 75%) of these segments have a Vessel Utilisation value indicating over-
capacity.

The German national report includes information on landings of western Baltic cod,
and all other species, by each segment. The Polish report includes similar informa-
tion regarding catches of western Baltic cod (but not those of any other species). The
Danish report, however, contains only information on landings of roundfish (which
encompasses a number of different species, including cod, from both the Baltic Sea
and elsewhere) for each segment. Danish catches of western Baltic cod corresponded
to about 18% of Danish landings of roundfish in 2015."%® The Swedish report includes
no information about catches or landings of individual stocks or by individual seg-
ment.”® These deficiencies in the data provided by some countries make it difficule

to achieve an overview of the situation in the region.

As can be seen in Annex 4, all segments except one have at least one indicator that
points to imbalance (red, in the traffic light system). Most have several indicators
pointing to imbalance. In particular, the Vessel utilisation indicator (identified by
the Commission’s guidelines as most significant) points to imbalance in most seg-
ments.

In the case of both German and Polish fleets, the figures reveal that more than half
the western Baltic cod caught or landed was accounted for by demersal trawlers or

seiners 10nger than 12 metres. Across the four national fleets, Annex IV shows nearly

18 Scientific, Technical and Economic Committee for Fisheries (STECF), STECF 16-18 - Balance capacity - indicator table.xlsx, available
from https://stecf.jrc.ec.europa.eu/reports/balance at STECF 16-18 - Balance capacity - indicator table.xIsx

87 |CES.2017. Cod (Gadus morhua) in subdivisions 22-24, western Baltic stock (western Baltic Sea) http://ices.dk/sites/pub/
Publication%20Reports/Advice/2017/2017/cod.27.22-24.pdf p. 12

'8 This figure was obtained by comparing reported landings of roundish in tonnes in Table A.3 in Ministry of Environment and Food of
Denmark, Annual Report on fishing fleet capacity 2015 - Denmark http://ec.europa.eu/fisheries/fleet/software/FleetManagement/
FM_Reporting/AnnualReportDocs/2015_DNK_MSAR_EN.PDF with Danish catches of cod in areas 22-24 in 2015 according to Table
111in ICES.2017. Cod (Gadus morhua) in subdivisions 22-24, western Baltic stock (western Baltic Sea) http://ices.dk/sites/pub/
Publication%20Reports/Advice/2017/2017/cod.27.22-24.pdf It should be noted that some eastern Baltic cod is caught in area 24
and may be included in the figure. Also the proportion of western Baltic cod in the total Danish roundfish catch will vary from
year to year.

'8 The Swedish Agency for Marine and Water Management, Swedish Fleet Capacity Report 2015, http://ec.europa.eu/fisheries/fleet/
software/FleetManagement/FM_Reporting/AnnualReportDocs/2015 SWE MSAR EN.PDF
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400 demersal trawlers or sciners longer than 12 metres that are part of segments with
Vessel utilisation values indicating overcapacity. About half of these are Danish.

The existence of such a large number of vessels in segments with low utilisation and
that are capable of fishing cod suggests a risk of increased pressure on the already
overfished western Baltic cod stock, as it makes it all the more likely that fisheries
managers and decision-makers will continue setting higher TACs than scientists
recommend.

Our analysis has thus gone some way to confirming the impression of significant
regional overcapacity. There are a number of indications of imbalance in individ-
ual segments targeting the stock, both in STECF's report and in those of Mem-
ber States (including in the lacter case the admission of imbalance implicit in the
socio-economic arguments against TAC and quota reductions that they present both
in their reports and elsewhere). However, there are few strong measures to reduce
capacity proposed in the national reports and action plans. On the contrary, the re-
ports contain a variety of arguments against taking measures to reduce capacity. We
have nevertheless had to conclude that due to the deficiencies in the data provided
by the current national capacity balance reporting, it is not possible to get a clear
enough regional overview of the balance between fishing capacity and fishing oppor-

tunities for the fleet segments targeting the western Baltic cod stock.

A regional ovVerview 1is urgently needed. As noted in section 2.2.3, in the negotia-
tions leading up the Council decision on western Baltic cod fishing opportunities for
2017, the Commission argued that the situation of the stock was very grave and that
radical measures were needed.”® The Commission proposed a substantial reduction
in the TAC, although the scientists at ICES had proposed an even hrger reduction.
The third and fourth largest fishers of the stock (Sweden and Poland respectively)
supported the Commission’s (Sweden) or ICES (Poland) proposals for TAC reduc-
tions. However, neither of the two countries with the largest commercial landings of
western Baltic cod (Denmark and Gcrmany) supportcd the Commission’s proposal
for a reduction in the TAC. Denmark, with the largest share of catches, explicitly
cited socio-economic reasons for its opposition to a reduced TAC. Germany asked
if funds from the EMFF could be used (presumably in direct or indirect support for
fishers whose incomes would be reduced). The Commission replied that the “EMFF
is looked at to provide some mitigation of socio-economic consequences™ " This re-
sponse raises the question of whether EMFF funding could in effect be used to main-

192

tain an overcapacity.

An accurate regional assessment would instead clarify the need to reduce capacity to
achieve a better balance.

19 For the positions of the Member States and the Commission, see General Secretariat of the Council (AgriFish), Note from the
General Secretariat of the Council to Delegations, 11813/16 PECHE 296 + ADD 1 - COM(2016) 545 final + Annex, 22 September 2016
http://data.consilium.europa.eu/doc/document/ST-12395-2016-REV-1/en/pdf p. 14

91 See General Secretariat of the Council (AgriFish), Note from the General Secretariat of the Council to Delegations, 11813/16 PECHE
296 + ADD 1 - COM(2016) 545 final + Annex, 22 September 2016 http://data.consilium.europa.eu/doc/document/ST-12395-2016-
REV-1/en/pdf p. 14. For Member States' shares of the western Baltic cod catch, see ICES.2017. Cod (Gadus morhua) in subdivisions
22-24, western Baltic stock (western Baltic Sea).

192 See sections 1.4 and 3.5 for a further discussion of the EMFF in relation to capacity balance reporting.
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3. Discussion

3.1 Introduction

The CFP identifies overcapacity in the EU’s fishing fleet as a major problem. Overcapaci-
ty contributes to poor profitability in the fisheries sector and hampers the recovery of
depleted fish stocks. As already noted, according to the European Commission’s 2009
Green Paper, overcapacity is the fundamental problem for the reformed CFP to solve.?

The CEP reform of 2002 contained provisions to address the problem. However, due
to these measures’ lack of success, efforts to reduce overcapacity had to be strength-
ened in the subsequent 2013 reform. On any reasonable interpretation of the current
CFP, Member States, with the support of the European Commission, are required
proactivcly to identify and address any overcapacity in their ﬁshing fleets.

Article 22 of the CFP’s Basic Regulation contains the central provisions to ensure that
Member States continuaﬂy adjust ﬁshing capacity to the ﬁshing opportunitics available.
However, our review of selected national capacity balance reports supplies evidence
that capacity balance reporting in the form required by Article 22, and as currently con-
ducted, does not provide the information needed to identify and address overcapacity
in Member State ﬁshing fleets. This information should primarﬂy be used by the Mem-
ber States. But it is also needed by STECF to assess the national reports and the capacity
balance situation in general, and by extension by the Commission, the European Par-
liament, the Council, stakeholders or media to monitor and discuss developments. The
provisions of the Regulation and Guidelines are too vague and insufﬁciently stringent,

while non-compliance with even those inadequate provisions is common.

Even the European Commission clcar]y violates at least one of the provisions in Ar-
ticle 22, in that it does not attach the national reports to its report to the European
Parliament and the Council. It is also open to question whether the European Com-
mission is compliant with the intentions of Article 22 in other ways. This chapter

reflects on this situation, some possible reasons, and some ways forward.

3.2 Mismatch and imbalance

According to the Basic Regulation, Member States’ national capacity balance reports
are supposed to assess the balance between fishing capacity and fishing opportunities
and “seck to identify structural overcapacity by segment”¥* One of the reasons for
their widespread failure to achieve this aim in a useful way is the lack of clear re-
quirements in the Commission’s Guidelines for reporting. Member States have
interpreted the Guidelines as prescribing, or at least allowing, Member States to
present information that would provide a clear indication of the total capacity tar-
geting particular stocks and if there is excess capacity that might target those stocks.

A better presentation of information already available on the Member State level

would facilitate identification of overcapacity. This should allow a more successful

93 Green Paper, p. 8
194 Basic Regulation, Article 22(2) subparagraph 2.
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implementation of the requirement to identify structural overcapacity than is currently
the case, providing more useful information for stakeholders and decisionmakers at all
levels.

As carly as 2009, the Institute for European Environmental Policy (IEEP) proposed
that fleet segments should be linked to fish stocks when assessing and reporting
on capacity balance.””s The 2016 Estonian national capacity balance report makes a
similar point, but suggests that all vessels targeting the same stock with similar gear

should be analysed together:

In general, it is important to stress that vessels belonging to the same fishery
(i.c. fishing in the same area, for the same species/stocks, using similar gear)
should be analysed together as dividing them into smaller subsets (e.g. based
on DCF fleet segments) might distort the resules.”

The IEEP’s approach does not exclude the Estonian one. Indeed, the two approaches
could be combined to offer a much more effective means of identifying structural
overcapacity than the approach used in national reports today. Such approaches
would also help to resolve a problem with the SHI pointed out by STECEF, as dis-

cussed in section 1.2.3.7.%7

3.3 Self-defeating bias against small-scale
coastal fishers

As STECF’s criticism and proposals for ch:mge indicates, weaknesses in the indica-
tors for national capacity balance reporting set out in the European Commission’s
Guidelines have negative implications for the quality of fisheries management.198 This
has a particular impact on the way the system treats small-scale coastal fishers.

One indicator defined in the Guidelines is the economic dependence of a fleet segment
on stocks that are overfished — the SHI. The use of this indicator results in a segment
that specialises in one overfished stock being much more likely to be identified as out of
balance than a segment fishing for several stocks, even if the latter catches much larger
quantities of that same overfished stock.”? As a consequence, measures to improve ca-
pacity balance tend to be concentrated on segments covering specialised vessels.

Two of the other indicators specified in the Guidelines focus on economic
parameters — return on investment and the ratio of current revenue to revenue re-
quired to break even. Again, if two segments target the same stock, the proﬁtability
of one segment may very well be at the expense of the other.

Both of these factors can result in a structural bias against small-scale coastal opera-
tors. These operators cover a relatively small geographical area and sometimes target
a speciﬁc fish stock. Their profitaloility may be affected loy competition for the same
stocks from larger fishing vessels. Even though the impact on a particular depleted

95 The IEEP can be described as a sustainability think tank. Institute for European Environmental Policy, Overcapacity - What Overca-
pacity?, 2009, https://ieep.eu/publications/overcapacity-what-overcapacity p. 30 See also Sophie des Clers’ presentation at a Seas at
Risk Conference 2009 http://www.seas-at-risk.org/images/pdf/archive/091021SdC Pres final.pdf, slide 16

1% The Annual Report on the Fishing Fleet of Estonia 2015, http://ec.europa.eu/fisheries/fleet/software/FleetManagement/FM
Reporting/AnnualReportDocs/2015 EST MSAR_EN.PDF, p. 10

197 STECF-16-18, pp. 158-9
198 STECF 16-18
9 As mentioned above, STECF has identified this problem. See section 1.2.3.7 in this report and STECF-16-18, pp. 158-9
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stock from fishing by larger vessels may be greater than that from fishing by small
vessels, this may be masked by the current indicators, which will identify only the
smaller vessel segment as being out of balance.

However, EU fisheries policy, along with national fisheries policies in a number of
Member States, promotes small-scale, artisanal and coastal operators.*® Potential
measures to reduce capacity in small vessel segments where overcapacity is indicated,
may clash with political priorities. At the same time, due at least in part to the
problems STECF has identified in the Commission’s construction of the indicators
and the lack of’ adequate reporting from Member States, existing overcapacity targe-
ting the same stocks is not identified. The result would be cither political impasse,
with no action being taken, or the pursuit of unpopular policies that do lictle to
improve the status of fish stocks.

The problem is well illustrated by the example of the western Baltic cod stock: the
impact of larger vessels on the depleted stock is masked in the current capacity
balance reporting. There is therefore less pressure for decision-makers to reduce the
capacity of these segments. At the same time smaller vessel segment, despite their
much less significant impact, are identified as being out of balance. The alternative
of reducing the capacity of, fishing pressure from, larger vessel segments in order
to improve fishing opportunities for the politically prioritised smaller vessels is not
identified because of the deficiencies in the capacity balance reporting.

3.4 An optimistic approach

Our review of the Baltic Member States” annual capacity balance reports and the
2016 and 2017 reports from the European Commission to the European Parliament
and Council gives the impression that neither the Member States nor the Commis-
sion are actively trying to identify and reduce overcapacity.

Instead, the European Commission presents a basically positive picture in its reports
to the European Parliament and Council. There is a stark contrast between the as-
sured tone of the Commission’s 2017 report and the crisis situation presented in its
2009 Green Paper. Some Member States’ national reports also seem to portray the
situation as better than it actually is.

As described in section 1.3.2, according to the Commission’s 2017 report 2015 saw a
significant decrease in EU fleet capacity in terms of both gross tonnage and engine
power, which the report claimed “continuled] the trends seen in the past decade™*
It is, of course, theoretically possible that there has also a significant reduction in
overcapacity in the interval between the 2009 Green Paper and the 2017 Commis-
sion capacity balance report. It is beyond the scope of this study to ascertain whether
this is the case. In addition to reductions in fleet capacity, improvement noted in
some fish stocks has given more fishing opportunities and thereby improve capacity
balance. But as noted in section 1.1.2, capacity reductions of the magnitude reported
in the Commission’s 2017 report may be outweighed by the estimated annual capacity
increase of 2—3% due to the ‘technological creep’ identified in the 2009 Green Paper.

200 See for example the Basic Regulation, Recital (19), Article 2(5)(f) and (i), and Article 17 and the German national report, as mentioned
in section 2.3.3 above.

201 2017 Commission capacity balance report, p. 24
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The Commission’s failure to take account of this last factor may go some way to
explaining its lack of a sense of urgency and its consequent inaction in response to
on STECF’s recommendation (echoed by some Member States) that its Guidelines
be revised (see section 1.2.3.7). As section 1.3.3 notes, the Commission has not even

reported on STECF’s criticisms to the European Parliament or the Council.

National decision-makers and fisheries managers are regularly more optimistic about
the state of fishing stocks than are the scientists who advise them. It is conceivable
that both the Commission and national fisheries managers have sometimes dragged
their feet on action to reduce capacity in the hope that depleted stocks will recover
faster than scientists predict. Such a hope would be consistent with TACs often
being set at a higher level than scientists recommend. The poor state of the western
Baltic cod stock over the past two decades may be an example of what happens when
such an optimistic view takes precedence over the precautionary approach mandated
by the CFP:*** Decision-makers and fisheries managers are responsible not only for
maintaining the resource base for a business sector, but also more importantly for
ensuring the wellbeing of a key part of the marine ecosystem with long-term conse-
quences for a number of broader environmental, social and even economic interests.
A cautious attitude to risk is more appropriate (and more in line with the precau-
tionary approach to fisheries management mandated by Article 2(2) of the Basic
Regulation) than an overly optimistic approach.

3.5 EMFF incentives and capacity balance
reporting

The artificial maintenance of excess fishing capacity by means of subsidies has long
been identified as a probiem, including in the Commission’s 2009 Green Paper.
Despite attempts to address this issue in the 2013 reform, it is possible that EMFF
funding targeted at other objectives may continue to contribute to overcapacity and
even capacity increases, at least in terms of the capacity of individual vessels.

A]though the EMFF Reguiation states that
the pursuit of [its] objectives shall not result in an increase in fishing capacity,
that the EMFF shall pursue priorities in the CFP, including

the ensuring of a balance between fishing capacity and available fishing op-
portunities

and that
operations increasing the fishing capacity of a vessel or equipment increasing

the ability of a vessel to find fish
shall not be eligible for EMFF funds,* the measures of capacity used in the CFP defi-

nition (engine power and gross tonnage)*** are not comprehensive enough to capture

202 Article 2.2 of the Basic Regulation states:

the CFP shall apply the precautionary approach to fisheries management, and shall aim to ensure that exploitation of living marine bi-
ological resources restores and maintains populations of harvested species above levels which can produce the maximum sustainable
yield.

Article 4(8) gives the following definition:

‘precautionary approach to fisheries management,, as referred to in Article 6 of the UN Fish Stocks Agreement, means an approach
according to which the absence of adequate scientific information should not justify postponing or failing to take management
measures to conserve target species, associated or dependent species and non-target species and their environment.

203 EMFF regulation, Article 5 paragraph 2, Article 6(1)(c) and Article 11(a), respectively.
204 Basic Regulation, Article 4.1.(24)
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an increase in the actual capacity to catch fish, thanks in large to the issue of “‘techno-
logical creep’ discussed in section 1.1.2. As a result there is a risk that the EMFF aims

just mentioned will not be achieved.

The intention seems to be that access to EMFF funding should be an incentive to
address overcapacity, at the same time that the addressing of overcapacity helps to
ensure that EMFF funding does not prolong or increase the problem. If the capacity
balance systemis not robust enough, this approach will not work. As seen in the present
study, there are disturbingly many indications that the system is not functioning as
intended. However, it is beyond the scope of this study to establish whether EMFF
funds have in practice gone to measures that may actually prolong overcapacity or

even increase a national fleet’s ability to catch fish.

It is worth noting that the EMFF Regulation’s stipulation that a sector-specific ac-
tion plan to tackle overcapacity is a precondition for the payment of decommission-
ing funds for permanent withdrawal of vessels in the segment concerned (see section
1.4) has given Member States an incentive to identify overcapacity.z“S Conversely, the
EMFF Regulation’s stipulation that a capacity balance report showing no overcapacity
is a precondition for the payment of funds for vessel modernisation or support for
young people entering the industry may give Member States a perverse incentive to
refrain from identifying overcapacity. That is, the EMFF conditionality, intended to
reinforce efforts to reduce overcapacity, may give incentives to distort reporting,

The first of these points is illustrated by two of the national capacity balance reports
reviewed in this study. Despite some indications of overcapacity, Denmark has not
identified overcapacity in its national report and does not seck EMFF funding for
cessation activities.**® Poland has identified overcapacity and does seck EMFF fund-

ing for cessation activities.>*7

3.6 Insufficient incentives to act

In addition to the EMFF-related issue just mentioned, if a Member State identifies
no overcapacity, there is no need for it to prepare an action plan to deal with over-
capacity. This may offer fisheries managers and political decision-makers shore-term
benefits (such as evading the need to take action, and thereby avoiding domestic
political conflicts or loss of employment in coastal communities). At the same time,
it may prolong problems such as depleted stocks and poor profitability.

However, while it is clear that the system to identify and reduce overcapacity is
flawed, if no one complains about the problem then it may not be perceived as ur-
gent for the Commission to address it. The resulting inaction may again bring some
short-term benefits for both the Commission and some Member States.

If there is criticism made, but it does not come to the attention of the public or an
institution with a potential watchdog role such as the European Parliament, this may
again result in a lack of incentive for the Commission and Member States to address
the identified flaws. It is in this context that the failure of the Commission to in-
clude in its reports to the European Parliament and Council any mention of STECF’s

205 EMFF regulation, Article 34(1)(B)

206 Eyropean Maritime and Fisheries Fund - Operational Programme for Denmark https://ec.europa.eu/fisheries/sites/fisheries/files/
docs/body/op-denmark_da.pdf p. 72

207 Polish report, p. 2
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criticism and proposals for change, or to act on that criticism, may have serious con-
sequences. These failures have further reduced the pressure on the Commission and
Member States to take action and have in all probability contributed to continued

overcapacity, with all its negative effects.

3.7 Regionalisation and a STECF capacity
balance report for the Baltic

As noted in section 2.1.1, a major change brought about by the 2013 CFP reform was
the stronger role given to regions in fisheries management. Further region:ﬂisation of
fisheries management has been a trend throughout the EU. For example the Regional
High Level Group for the Member States in the Baltic (BALTFISH) spends a lot of
its energy discussing TACs, a topic which is not specifically mentioned in the Article

on regionalisation in the CFP.>°®

It is essential for an efficient and sustainable fisheries adminiscration that regionali-
sation should function well. Given that the fleets of several nations often fish for a
single stock, it would for example be highly desirable to clarify the total potential
ﬁshing pressure on each stock. This would by extension give a sense of the cumulative
political pressure faced by managers and decision-makers. The more ministers who
are under pressure to maintain high TACs and quotas in a context of regional over-
capacity, the more difficule it will be for them to reach an agreement to reduce TACs
in line with scientific recommendations. On the other hand, better information on
the scope of the overcapacity challenge can provide more support to (or pressure on)
managers to address that challenge.

As noted in section 3.3, small-scale, coastal and even parttime operators, who de-
pend ona particular overfished or biologically vulnerable stock in a particular area,
may compete for the same fish with larger-scale, widerranging fishers.** It is thus
in the interest of the large-scale fishers that the fleet segments to which the smaller-
scale fishers’ vessels belong be classed as being out of balance, as that may lead to a
reduction in capacity among the lacter and thereby ensure more access to the scarce
resource for the larger-scale fishers. However, the small-scale fishers are prioritised
for protection in the CFP and by some Member State governments. A regional
assessment of the balance between fleet capacity and fishing opportunities might
Clarify the potential for trade-offs between different segments.

In sum, effective fisheries management requires dedicated capacity balance assess-
ments at a regional level. However, such assessments are currently lacking. The Euro-
pean Commission’s centralised reviews of the national capacity balance reports do

not provide an adequate regional overview.

Moreover, as described in section 2.6, it is impossible to assemble a clear regional
overview on the basis of information Currently provided in the relevant national
capacity balance reports, even with the help of STECF’s overview of the assessments

in those TCpOTts.

208 Article 18. Strictly speaking, an agreement among the Member States on TACs would be a recommendation to the Council, while
Article 18 refers only to measures to be adopted by the Commission.

209 For a definition of the terms ‘overfished’ and ‘biologically vulnerable’ see the descriptions of the SHI and the Stocks at Risk indicator,
respectively, in Annex IIl.
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A group of Member States could jointly produce a regional capacity overview. Given
the other new burdens that regionalisation in the CFP places on Member States, they
might not have the resources and capacity for a new task. There are also advantages to

having an external body producing a regional capacity balance report.

STECEF has extensive experience in commenting on national capacity balance re-
ports and has made recommendations to the European Commission on improving
the Guidelines for such reports. STECF is therefore well placed to produce a regional

overview.

Besides its intrinsic value, producing a pilot independent regional overview of capacity
balance could provide an opportunity for STECF to test more suitable parameters
and other information to assess capacity balance. Such a report should include an
assessment for cach stock that is either overfished or biologically vulnerable. Pre-
sumably, national fisheries authorities hold detailed information on what stocks are
fished by which vessels, as this is necessary in order to ensure that quotas are not
overfished. This information should be of use to STECF in preparing assessments of

fishing pressure on specific stocks.

The Baltic Sea is characterised by some depleted fish stocks as well as poor profita-
bility in a number of the flect segments operating in its waters. From time to time
Member States in the Baltic Sea region have been frontrunners in trying out new
fisheries management initiatives to address such issues. As such it would be appro-
priate for the Baltic Sea region to form the subject of the first regional assessment
of capacity balance undertaken by STECF or by another competent independent
entity.

3.8 Socio-economic effects and measuring
overcapacity

A common argument against following scientific advice on TACs is that TACs set
on this basis would entail unacceptable socio-economic effects. * In effect, this is
arguing that such TACs and quotas would not allow fishers to make a viable income
due to the resultant imbalance between fleet capacity and fishing opportunities.

As mentioned in sections 2.1.1 and 3.7, one of the negative impacts of overcapacity is
precisely this pressure on politicians to permit unsustainably high fishing pressure.

In the CFP, capacity balance is measured as a relation between fleet capacity and the
available fishing opportunities. Putting aside the issue of how fishing capacity is de-
termined, fishing opportunities are determined by Member States in the AGRIFISH
Council (or, for the Mediterranean and Black seas, in other fora). Fishing opportuni-
ties may therefore have been inflated to match capacity. A measure based on fishing
opportunities may well miss an overcapacity in relation to what, according to the
best available scientific advice, can be sustainably fished.

It would therefore be desirable to base capacity balance assessments on the available
resource, instead of politically determined fishing opportunities. On the other hand,
the indicators currently used (such as recurn on investment, vessel utilisation and so
forth) are directly related to the politically determined opportunities. Until better

210 See section 2.2.3 above for an example.
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indicators can be developed, it should be recognized that the current system contains

a systematic bias towards underestimating overcapacity in relation to fish stocks.

Furthermore, any time socio-economic impacts are used as an argument against fol-
lowing scientific advice in determining fishing opportunities, this is likely to be an
indirect admission of an overcapacity in relation to the available resources. This sug-
gests that in such instances, fishing capacity needs to be reduced.

3.9 Brexit: a further source of urgency

It is impossible to predict the consequences of Brexit in relation to the EU’s fisheries.
But one scenario is that it could lead to displacement of fishing effort on the part of
the remaining EU Member States from UK waters to other EU waters. This in turn
could create overcapacity in fisheries where there currently is none, Or increase over-

capacity in fisheries where it already exists.

Despite the new mechanisms which the 2013 CFP reform introduced in Article 22 of
the Basic Regulation, there is a clear risk that the reformed CFP will not succeed in
addressing the imbalance for various fisheries between capacity and stocks. As the

Commission wrote in the 2009 Green Paper,

this imbalance is at the root of all problems related to low economic per-
formance, weak enforcement and overexploited resources ... mechanisms to
ensure that the size of European fishing fleets is adapted and remains pro-
portionate to available fish stocks ... is [sic] a pre-requisite for all other pillars
of the policy to work.*"

It is therefore a matter of urgency to put in place a more robust system to identify
and address imbalances between capacity and stocks by the time Brexit transition
period ends at the end of 2020. Significant improvements can and should be made
by the European Commission and by Member States within the current provisions
of the CFP.

21" Green Paper, p. 8
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4. Recommendations

4.1 Recommendations to
EU Member States:

« give closer consideration to the intentions behind the CFP and follow the
European Commission’s Guidelines more closely when reporting on capacity

balance;

+ be more active in secking to identify and address imbalances, for example by
providing supplementary information needed for more accurate assessments;

« present capacity balance conclusions in a clear and transparent manner;

+ submit robust action plans that are in compliance with European Commis-
sion’s Guidelines when they identify an overcapacity;

« follow up on action plans and include updates on progress on capacity reduc-

tion in their annual capacity balance TCports;

« request the European Commission to improve its Guidelines by including
parameters and indicators for capacity balance reporting that are more rele-
vant, as well as clearer directions for fleet segmentation, in order to remedy

the deficiencies identified by STECF; and

« encourage the European Commission to request STECF or another inde-
pendent body to prepare a regional capacity balance report for the Baltic Sea
region as a pilot area.

4.2 Recommendations to
the European Commission:

« revise its Guidelines, by:
— altering their approach to fleet segmentation to ensure that it reflects the
total pressure on a fish scock;
— revising the parameters and indicators for capacity balance reporting as

recommended by STECF; and

— including templates for the annual national capacity balance report and
action plan;

+ include reference to Member States’ action plans in its annual capacity balance

reports to the European Parliament and Council, as stipulated by the CFP;

+ include a summary of the opinions of STECF in its annual capacity balance
reports to the European Parliament and Council, as was formerly stipulated
by the Basic Regulation prior to its 2013 revision;

A



« take action when Member States do not comply with its Guidelines, for
example by:
— asking follow-up questions of, and providing feedback to, Member States;

and

— using the financial penalties available under Article 22(4) of the Basic
Regulation when Member States continually fail to comply with the
Guidelines;

« request that STECF develop and apply a methodology for taking into

account ‘technological creep’ when assessing trends in fishing fleet capacity;

« request that STECF or another independent body take a closer look at the
Capacity balance of fleet segments ﬁshing a particular stock in cases where
Member States or fishers’ representatives argue that scientific advice should

not be followed because of socio-economic impacts; and

+ request that STECF or another independent body conduct a pilot regional
assessment of capacity balance covering the Baltic Sea region.

4.3 Recommendations to the European
Parliament and national parliaments:

« act to ensure that the rules and intentions of the CFP are followed, and that

capacity balance reporting does in fact contribute to achieving the goals of
the CFP, by:

— monitoring developments in capacity balance reporting more closely;

— ensuring that the European Commission includes reference to national
action plans in its annual capacity balance TCPOTtLS o the European Parlia-
ment and Council;

— requesting the European Commission to include the opinions of STECF

in its annual capacity balance report; and

— requesting the European Commission to revise its Guidelines in order to
remedy the deficiencies identified by STECF, with particular actention to
the relevance of fleet segmentation, parameters and indicators; and

— encourage the European Commission to request STECF or another inde-
pendent body to prepare a regional capacity balance report for the Baltic

Sea region.
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Annex |

- Excerpts from the 2002 Basic Regulation

CHAPTER Il ADJUSTMENT OF FISHING CAPACITY

Article 11 Adjustment of fishing capacity

1. Member States shall put in place measures to adjust the fishing capacity of their
fleets in order to achieve a stable and enduring balance between such fishing capacity
and their fishing opportunities.

2. Member States shall ensure that the reference levels expressed in GT and kW for
fishing capacity referred to in Article 12 and paragraph 4 of this Article are not ex-

ceeded.

3. No exit from the fleet supported by public aid shall be permitted unless preceded
by the withdrawal of the fishing licence as defined in Council Regulation (EC) No
3690/93 (O] L 341, 31.12.1993, p. 93) and, where provided for, the fishing author-
isations as defined in the relevant regulations. The capacity corresponding to the
licence, and where necessary to the fishing authorisations for the fisheries concerned,

cannot be replaced.

4. Where public aid is granted for the withdrawal of fishing capacity that goes be-
yond the capacity reduction necessary to comply with the reference levels under Ar-
ticle 12(1), the amount of the capacity withdrawn shall be automatically deducted
from the reference levels. The reference levels thus obtained shall become the new

reference levels.

5. On fishing vessels of 5 years of age or more, modernisation over the main deck to
improve safety on board, working conditions, hygiene and product quality may in-
crease the tonnage of the vessel, provided that such modernisation does not increase
the ability of the vessel to catch fish. The reference levels under this Article and Ar-
ticle 12 shall be adapted accordingly. The corresponding capacity need not be taken
into account for the establishment of the balance of entries and exits by Member
States under Article 13.

The detailed rules and conditions for such measures may be adopted in accordance
with the procedure laid down in Article 30(2).

Article 12 Reference levels for fishing fleets

1. The Commission shall establish for each Member State reference levels exprcssed
in GT and kW for the total fishing capacity of the Community fishing vessels flying
the ﬂag of that Member State in accordance with the procedure laid down in Article

30(2).

The reference levels shall be the sum of the objectives of the Multi-annual Guidance
Programme 1997-2002 for each segment as fixed for 31 December 2002 pursuant to
Council Decision 97/413/EC.

2. Implementing rules for the application of this Article may be adopted in accord-

ance with the procedure laid down in Article 30(2).
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Article 13 Entry/Exit scheme and overall capacity reduction

1. Member States shall manage entries into the fleet and exits from the fleet in such

a way that, from 1 January 2003:

(a) the entry of new capacity into the fleet without public aid is compensated
by the previous withdrawal without public aid of at least the same amount

of capacity,

(b) the entry of new capacity into the fleet with pub]ic aid gramed after 1
January 2003 is compensated by the previous withdrawal without public aid
of:

(i) at least the same amount of capacity, for the entry of new vessels

equal or less than 100 GT, or

(ii) at least 1,35 times that amount of capacity, for the entry of new
vessels of more than 100 GT.

2. From1 January 2003 until 31 December 2004 each Member State which chooses
to enter into new public aid commitments for fleet renewal after 31 December 2002
shall achieve a reduction in the overall capacity of its fleet of 3 % for the whole period
in comparison to the reference levels referred to in Article 12.

3. Implementing rules for the application of this Article may be adopted in accord-
ance with the procedure laid down in Article 30(2).

Article 14 Exchange of information

1. Each year the Commission shall present a summary of the resules of Member States’
cfforts to achieve a sustainable balance between fishing capacity and fishing oppor-
tunities. This summary shall be based on a yearly report from cach Member State to

be sent to the Commission not later than 30 April of the following year.

The Commission’s summary with the Member States’ reports attached, shall be sent
before the end of the year to the European Parliament and the Council accompanied
by the opinions of the STECF and the Committee for Fisheries and Aquaculcure
established under Article 30(1).

2. Implementing rules for these exchanges may be adopted in accordance with the

procedure laid down in Article 30(2).

Article 15 Fishing fleet registers

1. Each Member State shall keep a register of the Community fishing vessels flying
its flag which shall include the minimum information on vessel characteristics and
activity that is necessary for the management of measures established at Community
level.

2. Each Member State shall make available to the Commission the information re-

ferred to in paragraph 1.

3. The Commission shall set up a Community fishing fleet register containing the
information that it receives under paragraph 2 and shall make it available to Mem-
ber States. It shall Comply with Community provisions regarding the protection of
personal data.
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4. The information referred to in paragraph 1 and the procedures for its transmission
referred to in paragraphs 2 and 3 may be determined in accordance with the proce-
dure laid down in Article 30(2).

Article 16 Conditionality of Community financial assistance and reduction of
fishing effort

1. Financial assistance under Council Regulation (EC) No 2792/1999 of 17 December
1999 ]aying down the detailed rules and arrangements regarding Community struc-
tural assistance in the fisheries sector, with the exception of funds for the scrapping
of fishing vessels, can be granted only as far as a Member State has complied with
Articles 11, 13 and 15 of this Regulation and has provided the information required
under Council Regulation (EC) No 2792/99 and Commission Regulation (EC) No
366/2001. In this context, the Commission shall, after having afforded the Member
State concerned the possibility of being heard and as far as proportionate to the de-
gree of non compliance, suspend financial assistance under Council Regulation (EC)
No 2792/ 1999 for the Member State concerned.

2.1f; on the basis of the information available, the Commission deems that the capac-
ity of the fleet of 2 Member State exceeds the capacity which it is bound to respect
under Articles 11, 13 and 15, it shall inform the Member State concerned thereof. This
Member State shall immediately reduce its ﬁshing effort to the level which would
have existed had Articles 11, 13 and 15 been complied wich, without prejudice to the
obligations resulting from these Articles. The Member State concerned shall commu-
nicate its reduction plan to the Commission for verification, in conformity with the
procedure laid down in Article 30(2), whether or not the reduction is equivalent to
the exceeded capacity.
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Annex |l

- Excerpts from the 2013 Basic Regulation

Article 22

Adjustment and management of fishing capacity

1. Member States shall put in place measures to adjust the fishing capacity of their
fleet to their fishing opportunities over time, taking into account trends and based
on best scientific advice, with the objective of achieving a stable and enduring bal-

ance bﬁtWﬁCl’l them.

2. In order to achieve the objective referred to in paragraph 1, Member States shall
send to the Commission, by 31 May each year, a report on the balance between the
fishing capacity of their fleets and their fishing opportunities. To facilitate a common
approach across the Union, that report shall be prepared in accordance with com-
mon guidelines which may be developed by the Commission indicating the relevant

technical, social and economic parameters.

The report shall contain the annual capacity assessment of the national fleet and of
all fleet segments of the Member State. The report shall seek to identify scructural
overcapacity by segment and shall estimate the long-term profitability by segment.
The reports shall be made pub]icly available.

3. With regard to the assessment referred to in the second subparagraph of paragraph
2, Member States shall base their analysis on the balance between the fishing capaci-
ty of their fleets and their fishing opportunities. Separate assessments shall be drawn
up for fleets operating in the outermost regions and for vessels operating exclusively

outside Union waters.

4. If the assessment clearly demonstrates that the fishing capacity is not effectively
balanced with fishing opportunities, the Member State shall prepare and include in
its report an action plan for the fleet segments with identified structural overcapaci-
ty. The action plan shall set out the adjustment targets and tools to achieve a balance
and a clear time frame for its implementation.

On a yearly basis, the Commission shall prepare a report for the European Parlia-
ment and for the Council on the balance between the fishing capacity of the Mem-
ber States’ fleets and their fishing opportunities, in accordance with the guidelines
referred to in the first subparagraph of paragraph 2. The report shall include action
plans referred to in the first subparagraph of this paragraph. The first report shall be
submitted by 31 March 2015.

Failure to make the report referred to in paragraph 2, and/or failure to implement
the action plan referred to in the first subparagraph of this paragraph, may result in
a proportionate suspension or interruption of relevant Union financial assistance to
that Member State for fleet investment in the fleet segment or segments concerned
in accordance with a future Union legal act establishing the conditions for the finan-

cial support for maritime and fisheries policy for the period 2014—2020.
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5. No exit from the fleet supported by public aid shall be permitted unless preceded
by the withdrawal of the fishing licence and the fishing auchorisations.

6. The ﬁshing capacity Corresponding to the ﬁshing vessels withdrawn wich public
aid shall not be replaced.

7. Member States shall ensure that from 1 January 2014 the fishing capacity of their
fleets does not exceed at any time the fishing capacity ceilings set out in Annex 11,
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AnneXx Il

- Excerpts from the Commission Guidelines

The following excerpts are from the Commission Guidelines for the analysis of the
balance between fishing capacity and fishing opportunities according to Article 22
of the Basic Regulation, pp. 5—7. These are summaries of the descriptions of the indi-
cators and their interpretation. For more detailed explanations, see the Guidelines.

Biological indicators
The Sustainable Harvest Indicator (SHI)

The sustainable harvest indicator is a measure of how much a ﬂeet segment relies on stocks
that are overfished. Here, “overfished” is assessed with reference to Fmsy values over time, and
reliance is calculated in economic terms. Where E.is defined as a range, exceeding the upper
end of the range is interpreted as “overfishing”

Threshold: Values of the indicator above 1 indicate that a fleet segment is, on average, relying
for its income on fishing opportunities which are structurally set above levels corresponding
to exploitation at levels corresponding to MSY. This could be an indication of imbalance if it
has occurred for three consecutive years. Shorter time period should be considered in the case
of small pelagic species.

The Stocks at Risk Indicator (SAR)

The stocks-at-risk indicator is a measure of how many stocks are being affected by the activi-

ties of the fleet segment that are biologically vulnerable — in other words, stocks which are at
low levels and are at risk of not being able to replenish themselves ...

Threshold: if a fleet segment takes more than 10% of its catches taken from a stock which is at
risk, this could be treated as an indication of imbalance.**

Economic indicators

The Return on Investment Indicator (Rol)

The first indicator (Return on Investment) compares the long-term proficability of the fishing
ﬂeer: segment to other available investments. ]f this value is smaller than the low-risk long
term interest rates available elsewhere, then this suggests that the fleet segment may be over-
capitalised.

Threshold: If the return on investment (Rol) is less than zero and less than the best available
long—term risk—ﬂee interest rate, this is an indication of long—term economic ineﬂiciency that
could indicate the existence of an imbalance.

The Current Revenue/Break-Even Revenue Indicator (CR/BER)

The second indicator is the ratio between current revenue and break-even revenue. This meas-
ures the economic capability of the ﬂeet segment to keep ﬁshing ona day—by—day basis: does
income cover the pay for the crew and the fuel and running costs for the vessel? If not, there
may be an imbalance.

Threshold: If the ratio between current revenue and break-even revenue is less than one, this

212 |t s not clear from the Guidelines whether the share of catches is to be calculated in terms of value or of landed weight.
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is an indication of short-term economic inefﬁciency that could indicate the existence of an
imbalance.

Technical/vessel use indicators

Inactive Fleet Indicator/ Vessel Utilization Indicator

The ﬁrst indicator describes the proportion of vessels that are not acrually active at all (.e.
that did not fish at any time in the year).

The second indicator concerns the average activity levels of vessels that did ﬁsh least once in
the year, taking account of the seasonality of the fishery and other restrictions. Under normal
conditions, it can be expected that 10% or less of the vessels in a ﬂeet segment should be inac-
tive, which could be due to major repairs, refits, conversions or pending sales and transfers.

Threshold: if more than 20% of the fleet segment is recurrently inactive or if the average ac-
tivity level of vessels in a fleet segment is recurrently less than 70% of the potential, workable
activity of compamble vessels, this could indicate technical inejﬁciency, that may reveal the
existence of an imbalance, unless it can be explained by other reasons, such as unexpected
climatic or man-made events or emergency measures as foreseen in the CFP.

Annex IV

- A regional overview of fishing capacity and
the western Baltic cod stock

The following table shows catches, numbers of vessels and STECF classifications of
key capacity indicators for most fleet segments that catch or could catch western
Baltic cod. For segments where STECF did not present classifications for a particular
indicator, but the figures are available in the national reports, those figures from
the national reports are presented along with the classifications based on what they
would be given the threshold values used for that particular indicator. In these cases,
the “traffic light” is a slightly different colour than for those segments and indicators.

It can be noted that there are 399 demersal trawlers/seiners 12 metres or longer with
vessel use indicators indicating possible overcapacity. Half of these are Danish. These
segments are, for the most part, classed as being more or less in balance with their
fishing opportunities in the national reports. This gives a rough impression of the
latent pressure on decision-makers to provide higher TACs and quotas. Vessels under
12 metres using passive gear correspond roughly to the small, coastal fishers that are
normally politically prioritised, but also more likely to be classed as having overca-
pacity. These take less than half of the German and Polish catches of western Baltic
cod (39% and 32%, respectively).
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Country, | Gear Western Indicators, CR/BER | RoFTA
length code [1] | Baltic STECF [7]1 [8]
code cod or vessels | classifi

roundfish, | [3] cations [9]

tonnes VUR220

2015 [2] [4]

DENMARK 7361

VL0010 PGP [1 740] 838
VL0010 PMP [410] 121
VL1012 DTS [498] 13
VL1012 PGP [1036] 50
VL1012 PMP [766] 34
VL1218 DTS [7 606] 117
VL1218 PGP [ 279] 29
VL1218 PMP [2367] 37
VL1218 ™ [192] 13
VL1824 DTS [6 630] 49
VL1824 PMP [580] 10
VL2440 DTS [13412] 30
VL2440 PMP [3774] 5

VL0010
VL1012 PG 483 71
VL1012 DTS 122 10
VL1218 DTS 835 28
VL1824 DTS 698 16
VL2440 DTS 339 i

VL0010
VL1012 DTS N/A 49
VL1218 DTS N/A 68
VL1824 DTS N/A 37
VL2440 DTS N/A 21

POLAND

VL0010 0.62,0.75,0.85 132

VL1012 PG 208 103

VL1218 DFN 81 23

VL1218 DTS 321 69

VL1824 DTS 89 38

VL2440 ™ 15 i

NOTES

(1] Gear codes
DFN = Drift and/or fixed netters
DTS = Demersal trawlers and/or demersal seiners
PG = Vessels using passive gears only (for vessels <12m)
PGP = Vessels using polyvalent passive gears only
PMP = Vessels using active and passive gears
™ = Pelagic trawlers

[2] Overall national figures refer to landings and come from ICES. Figures for German and Polish segments come from
the respective national reports. Danish percentages refer to the segment’s percentage (by weight) of the Danish catch of
roundfish (figures calculated from information in the 2015 Danish report), of which 18% was western Baltic cod in 2015
(based on figures from ICES). Numbers in parentheses refer to catch of roundfish by weight. Roundfish can also include
fish from the North Sea and species such as saithe, hake and haddock. The Swedish national report contained no infor-
mation on catches of different types of fish.
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[3] Figures come from national reports.

[4] VUR220: STECF calculated the Vessel Utilisation Indicator on the basis of 220 days at sea being a maximum for all seg-
ments and calls this the Vessel utilisation ratio (VUR). The Guidelines specify that Member States should determine the
maximum days at sea for each segment based on natural, technical and social conditions, but use 220 days as a default
value if sufficient data are not available. 2

[5] Stocks at Risk Indicator.
[6] Sustainable Harvest Indicator.
[7] Current revenue to break-even revenue ratio.

[8] ROFTA: Returns on fixed tangible investments (the same as the Return on Investments Indicator (ROI) except that
investments and returns related to fishing rights are not included. Numbers from national reports are based on ROI. The
classification for these segments refers therefore to ROI.

[9] For segments and indicators where STECF did not provide classifications, classifications were assigned based on
figures from national reports (which are presented in the table).

213 Guidelines, p. 15.
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Sources

Unless numerical values are provided, classifications come from Scientific, Technical
and Economic Committee for Fisheries (STECF), STECF 16118 - Balance capacity —

indicator table.xlsx, available from heeps://stectjre.cc.curopa.cu/reports/balance

Numerical values provided for segments and indicators where there were no STECF
classifications come from Member States national reports for 2015, listed in the refe-
rences in this report. Classifications are based on those numerical values and the
Commission Guidelines’ thresholds for the respective indicators.

Information on Member States’ overall landings of western Baltic cod from 2015
is from ICES.2017. Cod (Gadus morhua) in subdivisions 22-24, western Baltic
stock (western Baltic  Sea) heep://ices.dk/sices/pub/Publication%20oReports/Ad-

vice/2017/2017/cod.27.22-24.pdf
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https://stecf.jrc.ec.europa.eu/reports/balance
http://ices.dk/sites/pub/Publication%20Reports/Advice/2017/2017/cod.27.22-24.pdf
http://ices.dk/sites/pub/Publication%20Reports/Advice/2017/2017/cod.27.22-24.pdf




