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Fisheries Subsidies, Overcapacity and Overfishing

More than a billion people worldwide depend on fish as a key source of protein.  Fishing activities support coastal communities and hundreds of millions of people who depend on fishing for all or part of their income.  Yet nearly all of the world’s fish populations are in jeopardy from overfishing and other destructive fishing practices. 

· According to the U.N. Food and Agriculture Organization, more than 80 percent of the world’s fisheries are now overexploited, fully exploited, significantly depleted or recovering from overexploitation.
 
· Many of the world’s fish populations are being rapidly depleted by overfishing.  According to leading fishery scientists, 63% of assessed fish stocks worldwide require rebuilding, and even lower exploitation rates are needed to reverse the collapse of vulnerable species.
 
· Some of the most overfished species are the “big” fish.  A study published in the journal Nature concluded that 90 percent of all the tuna, marlin and sharks are gone.

Subsidies and the World’s Fisheries

According to a report by the University of British Columbia, global fisheries subsidies amount to an estimated US$30 to US$34 billion annually.
  Many of these subsidies increase fishing capacity – the ability to fish longer, harder and farther away – which in turn promotes overfishing and other destructive fishing practices.  These large subsidies have helped produce a worldwide fishing fleet that is up to 250 percent larger than what is needed to fish at sustainable levels, pushing fishing operations beyond what is economically and environmentally sustainable.

Some subsidies support beneficial programs, such as management and research.  However, the vast majority of subsidies drive increased and intensified fishing, resulting in detrimental effects to the fishery resource. 

The study finds that at least US$20 billion of the worldwide subsidies are capacity-enhancing subsidies – those that reduce costs or enhance revenues and promote overcapacity, such as support for boat construction and modernization, fishing equipment, fuel, and other operational costs.  Capacity-enhancing subsidies are equivalent to approximately 25 percent of the dockside sale value of all fish landed in the world, which ranges between US$80 billion to US$100 billion annually. 
Fisheries subsidies are not only environmentally destructive, but preserve uneconomic and inefficient practices.  Many large distant water fleets are highly subsidized for their operations.  A recent study found that bottom trawling on the high seas would not be profitable without high levels of government subsidies.  This fishing practice is destructive enough that the United Nations has called for it to be severely restricted. 

Fisheries subsidies also have been found to support illegal, unreported and unregulated (IUU) fishing.
  IUU fishing is a serious global problem and one of the main impediments to the achievement of sustainable world fisheries.  Worth between US$4 billion and US$9 billion per year, IUU fishing represents a major loss of revenue, particularly to some of the poorest countries in the world where dependency on fisheries for food, livelihoods and revenues is high.

Fisheries Subsidies and the World Trade Organization

The World Trade Organization (WTO) is the 153-country organization responsible for negotiating the rules governing international trade and settling related disputes.  At the organization’s core is a set of agreements that provides the legal “ground rules” for international commerce.  These agreements are essentially binding contracts, holding governments to keep their trade policies within agreed-upon limits.

The WTO is run by its member governments.  All major decisions are made by their membership as a whole, either by ministers (who meet approximately once every two years) or by their ambassadors or delegates (who meet regularly in Geneva).  Decisions are normally taken by consensus.
Since its establishment in 1995, there has been discussion in the WTO of including fisheries subsidies on the international trade agenda, because of its importance to international commerce but also as an issue of protecting natural resources.  

In 2001, concerns about the decline in world fish populations and the relationship of subsidies to overcapacity and overfishing led to the inclusion of fisheries subsidies in the current WTO Doha trade “round.”  The fisheries subsidies negotiations are historic in that they are the first time that conservation considerations, in addition to commerce priorities, have led to the launch of a specific trade negotiation.  
In 2005, the WTO ministers refined and reasserted their commitment to controlling fisheries subsidies in the Ministerial Declaration produced at the Hong Kong Ministerial Conference:  

“…there is broad agreement that the Group should strengthen disciplines on subsidies in the fisheries sector, including through the prohibition of certain forms of fisheries subsidies that contribute to overcapacity and over-fishing ….  Appropriate and effective special and differential treatment for developing and least-developed Members should be an integral part of the fisheries subsidies negotiations, taking into account the importance of this sector to development priorities, poverty reduction, and livelihood and food security concerns.”

Scientists Call on WTO for Action 

In May 2007, 125 scientists from 27 countries, led by preeminent fisheries experts from the University of British Columbia and Dalhousie University, warned World Trade Organization Director-General Pascal Lamy in a letter that unless the WTO acts to significantly reduce worldwide subsidies to the fishing sector, global overfishing and other destructive fishing practices will likely result in the permanent damage of the ocean ecosystem. 

The scientists asserted that “an ambitious outcome in the ongoing WTO fisheries subsidies negotiations is vital to the future of the world’s fisheries,” and appealed to the Director-General to use his skill and leadership to “demonstrate to the world that the WTO can play a constructive role in solving problems of global consequence.”
Saying that the world’s oceans are at a tipping point, the scientists identified reducing fisheries subsidies as one of the most significant actions that can be taken because of the strong economic incentives they create to overfish.  The results of the WTO negotiations will “directly impact our ability to ensure the long-term sustainability of the world’s fisheries,” the scientists wrote.  

Status of the WTO Fisheries Subsidies Negotiations

In late-November 2007, WTO Rules Group Chairman Guillermo Valles of Uruguay released a draft text on trade rules, including fisheries subsidies.  The draft text contains a strong prohibition on subsidies that increase overcapacity and overfishing, including subsidies for vessel construction and operating costs.  The text also reflects the importance of sustainability and fisheries management for any exceptions to the broad prohibition. 

The WTO negotiations were expected to be completed by the end of 2008, but are still ongoing for reasons not related to fisheries subsidies.  In December 2008, the WTO issued a “roadmap” for action in the fisheries subsidies negotiations, which has proven to be a productive tool in maintaining and building on the progress made to date in the negotiations.  

Negotiators continue to have active discussions, based on the fisheries subsidies roadmap, about key issues related to fisheries management and other technical areas.  Negotiators are agreed on the importance of curtailing overfishing while ensuring that developing countries have appropriate policy flexibility. 

While there are varying reports about the day-to-day prograss of the Doha round, there appears to be a strong commitment by WTO members to end these negotiations in 2010.  In early-December 2009, the WTO will hold a Ministerial Conference in Geneva.  This will be the first full Ministerial – including trade ministers from all WTO countries – since the 2005 meeting in Hong Kong.  Formal Doha negotiations are not part of the Ministerial conference agenda.  However, discussions may include environmental issues such as fisheries subsidies. 

Elements of a Successful WTO Fisheries Subsidies Agreement

A broad prohibition of fisheries subsidies is the only approach that will effectively help curtail global overfishing.  To the extent that some subsidies are not prohibited, they should remain subject to WTO review and disciplines to check against risks that they might cause unforeseen increases in capacity or fishing effort.  In addition, stronger provisions on notification and review of subsidies would increase transparency and help ensure that subsidies are consistent with resource sustainability objectives.

There has been recognition in the WTO negotiations that some flexibility should be given to developing countries in the fisheries subsidies rules.  However, it is important that resource sustainability is ensured in the use of subsidies by developing countries and that currently underexploited resources do not become depleted in the future.  
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