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OCEANA

Research summary
October 2021

Chinese Fisheries Subsidies Anchor Distant-Water Fleet

New study finds domestic fuel subsidies down, but government reporting less transparent

Many governments pay subsidies to the fishing industry to support economic activity, employment, and the food supply. But such
subsidies can lead to unsustainable fishing by incentivizing harvest that would not be profitable in the absence of government support.

Inits 13th five-year plan, for 2016-2020, the Chinese government acknowledged the need to reduce the environmental impact of
fishing. New research—led by Tabitha Grace Mallory, Chen Hao, and Leng Danyan of the China Ocean Institute and the University of
Washington—appears to confirm that China is enacting this policy, for example, by reducing fuel subsidies, especially for the domestic
fishing industry. However, the study also documents decreasing transparency in the public information provided on Chinese fishing
subsidies and that subsidies now flow disproportionately to the distant-water fishing (DWF) industry.

Even though this study focuses on China, it makes clear that all fishing nations need to report subsidies in a more
transparent and standardized way if the international community is to track and curb harmful subsidies.

=N\

KEY FINDINGS

—OFrom 2014 to 2019, capture fisher-
ies subsidies from China’s central
government declined from CNY
27.2 billion to CNY 20.2 billion.

—O However, several changes to data
reporting over the last decade
have reduced transparency. For
example, in 2012, China stopped
reporting the fuel subsidies given
to distant-water fishing (beyond
its territorial waters).

—~O By compiling numerous data
sources and estimating missing
data, researchers found that Chi-
nese subsidies for DWF account
for 49% of harmful subsidies.

—O Most of the subsidies for DWF go
to vessels fishing on the high seas.
The study estimates this total as
CNY 6.9 billion (58%).

—O DWEF fuel subsidies have de-
creased, but subsidies for con-
struction of DWF bases, which
began in 2016, now make up 57%
of direct subsidies supporting
DWEF.

—O Indirect subsidies in the form of
tax breaks and preferential loans
provide significant support to the
DWEF industry. Indirect subsidies
accounted for 58% of total subsi-
dies to the DWF industry.

RECORDS SHOW DECREASE IN FUEL SUBSIDIES ...

From the 2019 estimated data, China has decreased its fuel subsidies to
[I) 40% of 2014 levels, as intended in the Ministry of Finance and Ministry
of Agriculture “Notice about Adjusting Domestic Fisheries and Aquacul-
6 ture Fuel Subsidy Policy in order to Promote Sustainable and Healthy
Fisheries Development” in 2015. That reduction comes predominantly
from domestic fuel subsidies, which have decreased from CNY 24 billion
amount in 2014 to CNY 9.2 billion in 2019. DWF fuel subsidies are estimated to have
decreased from CNY 2.7 billion in 2011—when they were last officially reported—to
approximately CNY 953 millionin 2019.

... BUT REPORTING CHANGES MAKE THEM HARDER TO TRACK

Even though subsidies have decreased il e
over time, so too has transparency.
Subsidies funding used to be reported in ® Itemized @ Aggregate
detail in the annual fisheries yearbook but PREVIOUS —» NOW
have only been reported in aggregate since

Fuel

2016. Most subsidy programs are now [ ) [ )
subsumed under lump sum payments to

provinces which have discretion to spend &= Construction @ o
across categories and are not required to

report back to the central level the break- (%] oOtherharmful @ @ L N J

down of their subsidies spending.

... AND SUPPORT TO DISTANT-WATER FISHING REMAINS HIGH

China’'s DWF subsidies policies are still strongly capacity-enhancing and do not match
the subsidies reductions of its domestic policies.

Although the DWF industry receives 49% of harmful subsidy funds, it only accounts for
22% of China’s total catch. And even though fuel subsidies have decreased, the central
government provided CNY 2.9 billion toward the construction of DWF bases.

Of the DWF funding, an estimated CNY 6.9 billion is going to high seas vessels (58%),
and CNY 5.0 billion to vessels operating in foreign EEZs. Furthermore, indirect subsidies
in the form of tax breaks and preferential loans now account for 58% of all subsidies
going to the DWF industry.

FLOW OF HARMFUL SUBSIDIES
Harmful: CNY 24.1 billion Beneficial: CNY 4.1 billion

@
85%

DWEF: 49% Domestic: 51%
High seas: 58% EEZs: 42%




CHINA'S SUBSIDIES COME THROUGH MANY AVENUES

China’s central government provides most of the nation’s fishing subsidies but gives provincial and other governments authority to
distribute the majority of them through two programs, general transfer payments (GTP) and special transfer payments (STP).

In 2019, GTPs totaled CNY 11.7 billion. Of this, an estimated CNY 9.2 billion went to domestic fuel subsidies. STP totaled CNY 8.6
billion—an estimated CNY 7.1 billion for fisheries development, including port building—and improvements to fishing vessels and the
rest for reducing the number of vessels, considered a beneficial subsidy.

Provincial governments provided about CNY 1 billion in 2019, almost all of it to support insurance premiums for fishing vessels. A
final category of subsidies was indirect government expenditures, such as tax exemptions, estimated at CNY 6.9 billion. Two tax ex-
emptions account for almost all of this total—one for the tax on corporate income and another for the import tax on catch caught by
the DWF industry and brought back to China. Preferential loans through policy banks also provide an indirect subsidy.

BREAKDOWN OF $4.2 BILLION USD (CNY 28.2 BILLION) OF CHINA CAPTURE FISHERIES SUBSIDIES, 2019

DIRECT SUBSIDIES: $3.1 BILLION (CNY 21.3 BILLION) Key M Beneficial W Harmful

Ambiguous Aquaculture
CENTRAL GOVERNMENT SUBSIDIES (f] 1} 15/ »hen I poji 45+ ): $3.0 BILLION (CNY 20.27 billion)

General transfer payments, GTPs (f| 14 ™ by&] 24y JR{EEF2 Y rjrf ): $1.7 billion (CNY 11.66 billion)
Spent at provincial level: $1.7 billion (CNY 11.3 billion)
M Production cost subsidies to fishermen (3 S fiv 2 7 i 4 HU{#,)/fuel subsidies (iéfﬁjﬁ%i’iﬂlﬁ,’ 'ﬁ‘rﬁﬂ!g,): $1.4 billion (CNY 9.2 billion)
Aquaculture pond standardization, water recirculation construction, construction of other aquaculture
infrastructures (wt%lﬁyfg {1 (“‘f'ﬁ?fﬂjvﬁ&iﬁ%j‘vfff' HAE ARG ) $1 billion (CNY 7.1 billion) [Not included in total]
W Fisheries resource conservation/stock enhancement (iéli"ﬂfﬁ@%#l/’!&ﬁﬁﬁ/‘%ﬁ): $148 million (CNY 1.0 billion)
M Fishing ports and navigation beacons (3 i f= i i%): $86 million (CNY 580 million)
M Fishing vessel reduction and industry transition (J'?v“ﬁmifw ): $44 million (CNY 300 million)
M Fishery and fishery administration informatization construction (iajl'i_é[f’srflél FL=#2): $30 million (CNY 200 million)
Fishing moratorium subsidy ({f 2¢1k} Wﬁ): $5 million (CNY 34 million)
M Spent at central and municipal levels: $52 million (CNY 349 million)

Special transfer payments, STPs (f| 15 [ /751974 :Tﬂrfrél ): $1.3 billion (CNY 8.6 billion)
Fisheries development (3¢1:I7% 54): $834 million (CNY 5.7 billion)
l Construction of fisheries equipment and facilities (1.1 & 555 %): $693 million (CNY 4.7 billion)
B DWF bases (i i1 £L14): $425 million (CNY 2.9 billion)
M Inland fishing ports, domestic ([‘Jﬂﬁigdﬁ): $179 million (CNY 1.2 billion)
M Marine ranching (3124 $5), domestic: $89 million (CNY 605 million)
M Utilization of international fisheries resources (B'Fﬂéw’ﬂﬁ@ﬂ & FH):
$141 million (CNY 953 million)
M Fishing vessel reduction and industry transition (J%Jﬁgg@sﬁ ): $222 million

SIGNIFICANT SHARE
OF INDIRECT SUBSIDIES TO DWF

(CNY 1.5 billion) Indirect subsidies in the form of tax
Vessel decommissioning and renovation (47 77k i, Piiss): $216 million breaks and preferential loans contributed
(CNY 1.5 billion) & (Wﬂﬂﬂj i R LFL) 5 a higher share of DWF support than

B DWF vessel decommissioning and renovation: $114 million (CNY 773 million) cllfzgaellos s

B Domestic vessel decommissioning and renovation: $102 million DWF Domestic
(CNY 687 million) Indirect 58%
PROVINCIAL GOVERNMENT SUBSIDIES: $154 MILLION (CNY 1.0 BILLION) 24%

Insurance premiums: $148 million (CNY 1.0 billion)
DWEF catch transport: $6 million (CNY 40 million)

$4.2 billion

INDIRECT SUBSIDIES: $1.0 BILLION (CNY 6.9 BILLION) USD

Tax exemptions: $936 million (CNY 6.3 billion)

M Income tax exemption: $522 million (CNY 3.5 billion) DWE

B Catch import tax: $414 million (CNY 2.8 billion) Direct

B Gear import tax exemption: 0 18%

Policy bank loan interest: $81 million (CNY 547 million)

DATA SOURCES
The researchers compiled their data mainly from primary-source Chinese language
materials. One key source was the China Fisheries Yearbook, which, up until 2015, r CEANA
provided details of China’s fisheries subsidies programs. To make up for changes in u
reporting that resulted in missing data, the researchers used alternative sources—
including other government publications, media reports, and interviews—and used For more information, please visit:

conservative estimates based on trends in the available data. . . e
oceana.org/chinasubsidies

For more information on methods and future publication, visit:
oceana.org/chinasubsidies TOl@oceana.org @@oceana



1 Introduction

Member countries of the World Trade Organization (WTO) are working to negotiate an
agreement on fisheries subsidies in order to meet target 14.6 of the Sustainable Development
Goals (SDG), which called for the elimination and prohibition by 2020 of subsidies that
contribute to overcapacity, overfishing and illegal, unreported and unregulated (IUU) fishing.!
Subsidies distort the cost-benefit calculation of fishing enterprises, making fishing profitable
when it would not be in the absence of such support. Not only are subsidies economically
inefficient, they also threaten fisheries sustainability by expanding fishing effort beyond natural
limits.2 The WTQO’s goal of achieving an agreement on fisheries subsidies by 2020 was disrupted
by the COVID-19 pandemic, but efforts are now directed at reaching an agreement in 2021.3
Such an agreement would be the culmination of nearly two decades of effort on this issue, which
began with the 2001 Doha Ministerial Declaration. In addition to the basic task of committing to
and hammering out an agreement, addressing challenges such as transparency in reporting and
potential loopholes in the scope and definitions is key to arriving at an effective agreement.

This report provides a case-study analysis of the capture fisheries subsidies programs of the
People’s Republic of China. As the world’s largest fishing nation and a significant subsidizer of
its fishing industry, which includes China’s sizable distant water fishing (DWF) fleet, China’s
subsidy program has an impact on the sustainability of global fish stocks, and the country plays a
major role in the WTO negotiations on fisheries subsidies.* Understanding how China’s fisheries
financing system works is therefore one of the key challenges in considering China’s part in the
provision of global fishing subsidies. Furthermore, China has other financing measures, such as
favorable bank lending programs that are relevant to understanding indirect support measures
given to China’s fishing industry.

This study also provides an implementation test for the policies China initiated at the beginning
of the 13" Five-Year Plan (2016-2020) to increase sustainability in marine fisheries. If the
robustness of a state’s policy commitments can be evaluated by analyzing whether policy
developments (our “qualitative data”) are rhetorical, institutional, or financial, we certainly have
rhetorical data (such as policy statements that are low cost for the government) and institutional
data (such as the creation of a training center that is mid cost for the government) from this five-
year period.’ But observable financial actions are the evaluative measure for the deepest level of
policy commitment since they are higher cost and higher risk for the government. In 2015, China

! World Trade Organization (WTO), Negotiations on Fisheries Subsidies,

https://www.wto.org/english/tratop _e/rulesneg_e/fish_e/fish_e.htm.

2 Monro, Gordon and Sumaila, Rashid, “The Impact of Subsidies upon Fisheries Management and Sustainability:
the Case of the North Atlantic,” Fish and Fisheries, Vol. 3, 2002, pp. 233-250.

3 World Trade Organization, “WTO members committed to keeping up momentum in fisheries subsidies
negotiations,” 14 December 2020, https://www.wto.org/english/news_e/news20_e/fish 14dec20 e.htm.

4 Mallory, Tabitha, “Fisheries Subsidies in China: Quantitative and Qualitative Assessment of Policy Coherence and
Effectiveness,” Marine Policy, Vol. 68, 2016, pp. 74-82.

5 For more on this evaluative approach, see Kallender-Umezu P, Pekkanen SM, In Defense of Japan: From the
Market to the Military in Space Policy, Stanford, CA: Stanford University Press, 2010.
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announced that by 2019 it would decrease fisheries fuel subsidies to 40 percent of 2014 levels.6
Thus, one way to analyze China’s implementation and enforcement of its policy announcements
on sustainable fisheries is to examine the financing of its initiatives. Other tests of enforcement
and compliance—such as scientific stock assessment, and maritime monitoring, control and
surveillance—also remain important and necessary.

China provides both direct and indirect subsidies to the fishing industry, and the support comes
both from the central government and provincial government budgets. The study estimates that
China provided CNY 28.192 billion to the capture fisheries industry (about USD 4.16 billion) in
2019.7 The CNY 28.192 billion does not include at least CNY 7.1 billion that supported
aquaculture. The total for capture fisheries includes CNY 21.308 billion in direct subsidies, with
20.268 billion from the central government and CNY 1.040 billion from provincial governments.
For indirect subsidies, we estimate that the industry received an effective subsidy of CNY 6.336
billion in tax exemptions, and CNY 548 million in interest savings from preferential loans from
policy banks. We estimate that CNY 24.066 billion (85 percent) of the capture subsidies were
harmful in nature, CNY 4.092 billion (15 percent) were beneficial, and CNY 33.58 million (0.01
percent) were ambiguous. Of the 28.192 billion for capture fisheries, we estimate that CNY
11.876 billion (42 percent) went to the DWF industry. Of the total harmful subsidies, 49 percent
went to DWF.

1.1 Methodology and Sources

This study relied mostly on primary-source Chinese language materials, including government
publications, media reports, and interviews. We examined government laws, regulations,
policies, notifications, and analyses and comprehensively cited those that are instrumental to
China’s fisheries subsidies program. We also drew upon peer-reviewed academic literature and
journalistic accounts to complement our analysis. In cases where we had incomplete data, such
as incomplete reporting for provincial subsidies, we estimated amounts to account for these
information gaps (as detailed in the relevant sections below).

Our estimate is for 2019, for which the existing data are the most complete, and 2019 was the
year for which China set a fuel-subsidy-reduction goal, as elaborated below. Because of the
nature of Chinese budgeting, some data are estimated by taking the annual average from sums
earmarked for five-year increments.

® IABIER. AN EB [Ministry of Finance and Ministry of Agriculture], S 7142 /A8 Wl 17 75 F1 7= B M B 1) 7N
BENEAE W FFLE (R X R B A, T3 [2015] 499 = [Notice about Adjusting Domestic Fisheries and
Aquaculture Fuel Subsidy Policy in order to Promote Sustainable and Healthy Fisheries Development (Document
2015 No. 499], 25 June 2015, http://jjs.mof.gov.cn/zhengwuxinxi/zhengcefagui/201507/t20150709 1272152 .html.
7 Using an exchange rate of 6.77 CNY to the USD, an average of the exchange rates from 2016 through 2019.
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2 China’s Role in the Provision of Fisheries Subsidies
2.1 China’s Fisheries and Aquaculture Production

China is the world’s largest producer of aquatic goods, reportedly producing 64.804 million tons
in 2019, which accounted for about 36 percent of the global total.® China produced 50.791
million tons of aquaculture products, accounting for 61 percent of global aquaculture production,
and 14.013 million tons from capture fisheries, which was 17 percent of global capture
production. Of China’s capture fisheries, according to China’s official statistics, China’s
domestic marine fisheries produced 10.002 million tons, and domestic freshwater fisheries
produced 1.841 million tons.” DWF accounted for 2.170 million tons.'® China’s aquatic goods
sector overall was valued at CNY 2.64 trillion in 2019, with total primary aquatic production
valued at CNY 1.29 trillion. Primary capture fisheries production was valued at CNY 211.6
billion for marine capture and CNY 39.8 billion for freshwater capture.

2.2 Financing Policies, Structure and Budget Sources

China organizes its economic planning in five-year increments. China’s National Five-Year
Plans for Economic and Social Development, issued by the National Development and Reform
Commission, set out broad goals for China’s economy.!! The five-year plan model was borrowed
from the Soviet Union, and China’s first five-year plan was launched in 1953. The purpose of
five-year plans is to align economic goals with the overarching policy objectives of the senior
leadership, and guide the efforts of various government agencies who must implement these
policies. Five-year plans are significant because they capture the core thinking of the Chinese
central authority. Beginning with the 11" Five-Year Plan in 2006, China’s five-year plans have
shifted from specific industrial targets to more general guidelines. The word for plan (11%!) was
changed to a word meaning “vision and guideline (${¥]).” Once drafted by the National
Development and Reform Commission (NDRC), which used to be the State Planning
Commission, five-year plans are then approved by the National People’s Congress. The various
agencies within the State Council issue more specific, sectorial five-year plans that identify
development targets.

8 £V ER [Ministry of Agriculture], 77/F 8 W 25172 % 2020 [China Fishery Statistical Yearbook 2020], JL3%: &
2N Rkt [Beijing: China Agricultural Press], 2020; FAO, The State of World Fisheries and Aquaculture
(SOFIA)—Sustainability in Action, 2020, http://www.fao.org/3/ca9229en/ca9229¢n.pdf. The latest FAO data are
from 2018.

® China considers all fisheries production in the Yellow Sea, East China Sea, and South China Sea to be part of the
domestic industry, even if the fishing activity occurs outside of what would be China’s exclusive economic zone
(EEZ) according to international law.

10 There are recognized problems with Chinese fisheries statistics. Some Chinese experts think actual aquaculture
production is only 70 percent of what is officially reported, and domestic capture may be even less, perhaps 65
percent. DWF is likely underreported. Watson, Reg and Pauly, Daniel, “Systematic distortions in world fisheries
catch trends,” Nature, Vol. 414, No. 29, November 2001; and Pauly, Daniel, et al., “China’s Distant Water Fisheries
in the 21* Century,” Fish and Fisheries, 2013; plus personal communication.

! For a good overview of China’s five-year planning system, see Kennedy, Scott and Johnson, Christopher K.,
Perfecting China, Inc.: The 13" Five-Year Plan, Washington, D.C.: Center for Strategic and International Studies,
2016, S1pp.
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While overcapacity in the domestic fishing industry was apparent to policymakers from the early
1980s, capacity-building for the DWF industry was the predominant goal through the 12 Five-
year period ending in 2015. China’s ratification of the UN Convention on the Law of the Sea
(UNCLOS) accelerated expansion of DWF as domestic fishing grounds shrank. In the 10th Five-
Year Plan, China introduced its official “going out” (£ 1 %) policy, a strategy that encourages
Chinese companies to search for new markets and investment opportunities abroad.'? The plan
specifically called for “strengthening China’s fisheries resources and ecological protection of
fishing areas, and to actively develop aquaculture and distant water fisheries” (J05& & MV %5 ;B F0
VBV KA AR SR IP, FRIRA R /K = R B A1 J¥ % WV ). Expansionary targets for the DWF
industry were supported by a generous subsidies program, peaking in the 2010s at an estimated

USD 7.2 billion, which accounted for 21 percent of total global fisheries subsidies, and 27
percent of global harmful subsidies.!3

Policy changes toward a more moderate environmental impact commenced around 2015 and
2016 with the start of the 13™ Five-Year Plan period (for 2016-2020). Alongside the
announcement of a more general “marine ecological civilization building” G&7¥4 75X BBEIR)
policy, specific policies targeted a “stricter” approach toward illegal fishing.!* On DWF
specifically, over the 13" Five-year period, China announced the creation of a DWF compliance
and training center; an expansion of the observer program; a cap on the number of DWF vessels;
an IUU fishing blacklist; better DWF regulations and transshipment measures; and its first high-
seas fishing moratoria.!>

12 thde A BBUFF [PRC Central Government), FEZ5 /I &% /B E N L F 17 8/Z0Z [ National Economic and
Social Development Tenth Five-year Plan], 15 March 2001,
www.people.com.cn/GB/shizheng/16/20010318/419582.html.

13 Sumaila, Rashid, et al., “Updated Estimates and Analysis of Global Fisheries Subsidies,” Marine Policy, Vol. 109,
2019, https://doi.org/10.1016/j.marpol.2019.103695.

' }§7% /5 [State Oceanic Administration], (/&5 % /G F4£ X IERLHITE) (2015-2020) [ “National
Plan for Building a Marine Ecological Civilization” (2015-2020)], 20 July 2015,
http://www.zgkyb.com/yw/20150720 19494.htm; £\l B RIEE [MOA Website], & M &F: “F=” =4 3@ ks
& THERRE & [Ministry of Agriculture: “Strict” Is the Chinese Character Leading the Work of Fisheries
Enforcement and Supervision to Achieve Remarkable Success], 27 December 2017,
http://www.gov.cn/xinwen/2017-12/27/content 5250720.htm.

15 2\ ERFMA T [Ministry of Agriculture General Office], 2, %8 W [F5¢ W £2 7 & FESL 200 [ Distant Water
Fisheries National Observer Program Management and Implementation Specifications], 1 December 2016,
http://www.moa.gov.cn/govpublic/YYJ/201612/t20161209 5403493 htm; £V < #F8&F, [Ministry of Agriculture
and Rural Affairs], & WEBIF AT FEBA U FE W 1MW R EAGE % 25 AL T I I8 7R [Notification
about the Views of the Ministry of Agriculture General Office on the Problem and Handling of Illegal Distant Water
Fishing Companies and Vessels], March 2018,
http://www.moa.gov.cn/nybgb/2018/201803/201805/t20180528 6143244 htm; £\l #B [Ministry of Agriculture],

= FEFITEE W K R [ Thirteenth Five” National Distant Water Fishing Development Plan], 21
December 2017, http://www.moa.gov.cn/gk/ghjh _1/201712/t20171227 6128624 .htm; & M/ < #4&F [Ministry of
Agriculture and Rural Affairs], 2% 8\ &4 F [Distant Water Fishing Management Regulations], 10 February
2020, http://www.gov.cn/zhengce/zhengeeku/2020-03/13/content 5490763 .htm; £ MV ¢ #F&F [Ministry of
Agriculture and Rural Affairs], & W & #7555 F IR E B W A 55 5 EFEFIEA] [Ministry of Agriculture and
Rural Affairs Notice on Strengthening Management of Distant Water Fishing High Seas Transshipment], 19 May
2020, http://www.moa.gov.cn/gk/tzgg_1/tz/202005/t20200521 6344904 . htm; 7%\l R #1536 [Ministry of Agriculture
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China’s subsidies financing structure and reporting has also changed considerably in the past few
years, resulting in decreased transparency. China used to issue a detailed report of its fisheries
subsidies programs and amounts in the annual China Fisheries Yearbook volume, however in
2016, this detailed reporting ceased (see Supplementary Materials). China used to report the total
amount of fuel subsidies provided to the industry, including the proportions provided to the
domestic versus distant-water fishing fleets, but China stopped reporting the fuel subsidies given
to the DWF industry after 2011. Now, instead of reporting funding that directly supports fuel
subsidies, the Chinese central government has altered its subsidy programs so that fishing
enterprises receive general funding that they can use to support their operations, which includes
fuel subsidies. The Chinese central government no longer tracks criteria that determine how
much money in fuel subsidies a given vessel is granted—these allocations are now made at
subnational levels of government (provincial-level and below). China issued a notification of its
subsidies, including agricultural subsidies, to the WTO in 2019, detailing fisheries subsidies
programs for 2017 and 2018, but did not include an estimate for fuel subsidies because of these
policy changes.!'®

The next sections provide an overview of China’s fisheries financing and subsidies program,
including and analysis of direct funding mechanisms from the central-level and subnational-level
governments as well as indirect support to the fishing industry, including tax breaks and
preferential loans.

and Rural Affairs), & W& FTEEX FHE L BB B 2R 77 1P LEH T EVTF B W T FEE R R HTIER] [Ministry of
Agriculture and Rural Affairs Notice on Strengthening the Conservation of Squid Resources on the High Seas and
Promoting the Sustainable Development of Distant Water Fisheries], 1 June 2020,

http://www.moa.gov.cn/gk/tzgg 1/tz/202006/t20200602 6345770.htm.

16 China Delegation to the WTO Committee on Subsidies and Countervailing Measures, “New and Full Notification
Pursuant to Article XVI:1 of the GATT 1994 and Article 25 of the Agreement on Subsidies and Countervailing
Measures,” Document G/SCM/N/343/CHN, 30 June 2019, 249pp.
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DIRECT SUBSIDIES
3 Central Government Subsidies

The Chinese government reports that total subsidies from the central government to the entire
fishing industry are approximately CNY 24.0 billion annually.!” The two main programs through
which the central government provides subsidies include General Transfer Payments (GTPs; A

RTHEN BRI —MR M T FHE $) and Special Transfer Payments (STPs; H R B#L %
#77 IR £). One source reported that GTPs for domestic fisheries total about CNY 16

billion annually, while the STPs include about CNY 4 billion for domestic fisheries and CNY 4
billion for DWEF.!8

The GTP and STP programs as they exist at the end of the 13" Five-Year Plan have been shaped
by the country’s previous policies on fisheries fuel and vessel renovation and construction
subsidies. Throughout this section, we will contextualize the current GTP and STP programs in
the history of their policy development. The mechanism for fisheries GTPs today largely derives
from China’s past fuel subsidies policy, while that for fisheries STPs largely originates in the
vessel renovation and construction subsidies policy.

3.1 Fuel Subsidies

Because fuel tends to be the costliest input for the fishing industry, the majority of harmful or
capacity-enhancing fisheries subsidies are to offset fuel costs, including for other countries
besides China. The adjustments to China’s fisheries subsidy policy overall are thus anchored
around the reduction of fuel subsidies and the reallocation of funding toward other programs. In
order to understand the changes to these policies beginning in 2015, it is helpful to review the
fuel subsidy program from its inception.

3.1.1 Evolution of China’s Fuel Subsidies Program

China established a fuel subsidies program in 2006 in response to the increasing cost of fisheries
production. That year, the Ministry of Agriculture (MOA; % NV &F) and the Ministry of Finance

(MOF; A EEB) jointly provided CNY 3.18 billion in diesel subsidies to fishing enterprises

17 The total CNY 24.0 billion has also been mentioned by local governments, see for example F#xiX [Wang
Zhenquan], ¥ TE IR F B B RE X R ZIHBUE# [Thoughts on Promoting Zhejiang Province Distant
Water Fishing High Quality Financing], November 2019,
http://czt.zj.gov.cn/art/2019/11/22/art_1228972395 40466103.html.

18 i [E %+ M [China Rural News], &\ R4 MG 22 & X35 BU5R [Fisheries Fuel Subsidies Comprehensive
Support Policy], 23 April 2020,

http://journal.crnews.net/nmwz/2020n/2020nd5q/zccs/133667 20200423123636.html.
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operating motorized fishing vessels in Chinese domestic waters, across both the capture and
aquaculture sectors.!® Similar subsidies to the DWF industry began in 2007.2°

China launched the program as a response to the increasing price of diesel on the Chinese
domestic market. The price of international crude oil had risen sharply since 2003, while the
price of China’s domestic refined oil was substantially lower because of price controls. The price
difference disincentivized Chinese oil refiners from continuing production of refined oil for the
Chinese domestic market, eventually interfering with the functioning of the economy.?! To
address this problem, in 2006 the National Development and Reform Commission (NDRC, E %

&R MZ), in conjunction with the State Council, increased the ex-factory price (]~ }) of

gasoline and diesel by CNY 300 and 200 per ton, respectively, while offsetting the increased
costs by providing subsidies to disadvantaged groups and public welfare sectors, including the
fisheries industry, which would receive the same favorable fuel prices accorded to the Chinese
military.?? As the NDRC policy entered into force, the domestic diesel price soared to nearly
CNY 6,000 per ton in 2006—an increase from CNY 4,000 per ton in 2004—and thus increased
the cost of national fisheries production by CNY 5.68 billion.??

In 2008, the State Council initiated reforms for the pricing and taxing of refined oil (5¥ T 1%
AFR 252 E), imposing a higher consumption tax on refined oil while terminating the long-
standing collection of road maintenance fees (/A 57 E& £7).2* This policy, also known as the

19 Ibid.; £+t [Xinhua News], R\ &8 f5: @M A K 2000 £ /578K [Ministry of Agriculture
Bureau of Fisheries: Diesel Fuel Subsidy Helps Over 20 Million Fishermen Over Five Years], BB T[] - Mg
[Central Government Website], 7 March 2011, http://www.gov.cn/jrzg/2011-03/07/content 1818622 .htm.

20 The DWF industry initially did not receive as much attention as domestic fisheries. DWF industry stakeholders
lobbied the central government to support the DWF industry, which finally led to the inclusion of the DWF industry
in the list of fuel subsidy recipients, see 71 T { [China Industrial Network], iliZ T&+H K (26) TSHASER
T EIFE ., 43Iz [Meet the 15" National Congress of Trade Unions (26) Trade Union Organizations and
Workers Together in a Single Breath], 14 October 2008,
http://www.taiwan.cn/zt/szzt/zggh/ghcj/hhcj/200810/t20081014 761629 .html.

21 th BT[] 2 Mg [China Central Government Website], B 2R & BN R ZIR 5 A BN 187K [NDRC
Raises Qil Price Levels], 27 March 2006, http://www.gov.cn/banshi/2006-03/27/content_237280.htm.

* E %R ) [The State Council], (EFRMATRTFEEXLARAEZSMIITERHNBEINFGEEE
NEHEMBRENEBHY (EJ% [2006] 16 5) [“Notice of Opinions from the State Council on the
National Development and Reform Commission’s Perfecting the Comprehensive Reform of the Fuel Pricing
System” Document 2006 No. 16], 2006; El 5 & R S E T X T HE M RIBINMEHIEE  (RKBE [2006] 64

S) [“Notice of the NDRC Notice on the Price Adjustment for Refined Oil” Document 2006 No. 64], 26 March
20006, http://www.gov.cn/gzdt/2006-03/26/content 236868.htm.

BgelvEpsaNl F o LehFh B R EE K 2000 % A K [MOA Bureau of Fisheries: Diesel Subsidies Over Five
Years Have Benefitted More Than 20 Million Fishermen], 7 March 2011, http://www.gov.cn/jrzg/2011-
03/07/content_1818622.htm.

* B SRB AT LR MR R E B A E& (2008) 37 S [State Council Notice on the
Implementation of the Reform of Refined Oil Prices and Taxes], 18 December 2008, http://www.gov.cn/zwgk/2008-
12/19/content 1182128.htm.
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“Fee-Switched-to-Tax” policy (“% 2 #% "BI3K), further increased the price of refined 0il.* In
response, the central government would subsidize fuel to the fishing industry through special
transfer payments, with the amount of the subsidy to be determined by an increase or decrease in
the price of refined oil, with the exact amount to be set by the MOF in conjunction with other
relevant departments. The new system would begin in 2009, and the MOF issued further details
that same year.®

Following on this policy, in 2009 the MOF and the MOA jointly announced measures formally
establishing a plan for the provision of fuel subsidies to the fishing industry.?” The measures
stated that all legal fish producers, including both domestic and distant-water fisheries as well as
aquaculture producers that operated for at least three months a year, were eligible for the
subsidy. Auxiliary fishing vessels were not eligible. The subsidy kicked in when the price of oil
reached CNY 4400 a ton and when the price of diesel reached CNY 3870 (prices that were
established in the 2006 oil price reform), and stopped when the prices fell below these levels.
The subsidy was determined according to the type of fishing operations and power of the vessel
engine. These measures continued through the duration of the 12" Five-Year Plan (2011-2015).

3.1.2 2015 Announcement of Fuel Subsidy Program Adjustments

In June 2015, the MOF and MOA announced a decision to reduce domestic fisheries fuel
subsidies by 2019 to 40 percent of the amount provided in 2014, which was officially reported as
CNY 24.2 billion.?® Central-level subsidies would be provisioned to the local level for allocation
through two types of transfer payments—S80 percent through GTPs and 20 percent through STPs.
Fuel subsidies would no longer be linked to the amount of fuel consumed, and the fuel price
would be determined by the market. The new system was also intended to reduce reliance on
central-government decisions and support, and to increase efficiency at the local level. The share
of non-fuel subsidy programs (IR % %) would also gradually expand as proportions of the

total amount of subsidies. Beneficial subsidies such as initiatives to transition fishermen to other

B A, KIAE. BB, 1&odl. =EAEA [Yu Songli, Shui Bainian, Ge Chaofeng, Xu Yuankai, Ji
Mengmeng), 7 5 m#MNEBUSR SC i B0 7778 [0) /LK B EE 32 9Y [Issues in the Implementation of Fisheries Fuel
Subsidy Policy and Improvement Suggestions],” B 7ZEY/£X [Management Observer], 2016, 33: 54-57.

20 I BLER [Ministry of Finance), 2 7l az M 1E R 28 X B I5 it —26 50 Z TR B8 1 BIERFEFI A s 7777
W RMIEHI B (JFE [2009] 1 5) [Notice on Further Improving the Mechanism of Subsidies for Grain

Farmers, Low-Income Groups and Public Service Industries after the Petroleum Fuels Price and Tax Reform], 1
January 2009, https://www.waizi.org.cn/law/11982.html.

27 A BER 4 kB [Ministry of Finance and Ministry of Agriculture], & W 5t qa i 1570 ) Z I 5 & B FE 2 1777
(M [2009) 1006 5) [Interim Measures for the Administration of Special Funds for Fisheries Fuel
Subsidies (MOF 2009 No. 1006)], 31 December 2009,

http://www.gov.cn/gongbao/content/2010/content 1629134 .htm.

2 IFEBER. R ER [Ministry of Finance and Ministry of Agriculture], 5 7 752 /E /A&l ##5 f155 25 W 5t 177 7Py
R LEH B FF L F L RERIEA, T [2015] 499 = [Notice about Adjusting Domestic Fisheries and
Aquaculture Fuel Subsidy Policy in order to Promote Sustainable and Healthy Fisheries Development (Document
2015 No. 499], 25 June 2015, http://www.gov.cn/xinwen/2015-07/13/content 2895987.htm.
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industries (£ 7= %% ) and increase the energy-efficiency and sustainability of fishing vessels
would increase over the same time period.’

In April 2016, China’s MOF, MOA, Ministry of Transport (MOT), MOA, and State Forestry
Administration (SFA) announced that beginning in 2015, DWF fuel subsidies were subsumed by
the existing Central Government Budget Vessel Decommissioning and Standardization Subsidy

(Fr RV BAL ARR R 35 SR AOAL BU AR 1L %M ) that funds the development and exploitation of

international fisheries resources; the renovation and construction of DWF fishing vessels; and the
construction of domestic and overseas DWF bases.*® This latter policy development for DWF
will be discussed further in section 3.2.

3.1.3 General Transfer Payments R B ERN—BUERZFRS

The fisheries industry receives GTPs from the central government.’! GTPs, also known as
unconditional transfers, are financial allocations made by the central government to provincial
governments that face financial deficiency, and their use and re-allocation among stakeholders is
largely at the discretion of the provincial governments.?? In its subsidies notification to the WTO,
China cites two policies as the legal basis for GTPs.?* In a second WTO document featuring
responses to questions from the U.S. delegation, China has stated that the second policy will be
replaced by a new policy in the next five-year plan.>*

* T BER [Ministry of Finance], EAB. « W ABE & B5Z 2 W B0 #MIGECE VHE T 1E [Ministry of Finance and
Ministry of Agriculture Deploy Fisheries Fuel Subsidies Policy Adjustment Work], 9 July 2015,
http://www.gov.cn/xinwen/2015-07/09/content 2894870.htm.

O ABER. RiBizfEl. KM ER. E xR M E [Ministry of Finance, Ministry of Transport, Ministry of
Agriculture, National Bureau of Forestry], X F /5K 11 &&E, HIHE. EEW. HWEFTWHNFNGERE
H978 4] [Notice on the Policies of Adjusting Fuel Subsidies for the Industries of Rural Passenger Transport, Taxi,
Distant Water Fishing, and Forestry], 13 April 2016, http://www.fdi.gov.cn/1800000121 23 73039 0 7.html.
UK. ZERAE [Wang Bo, Li Maohua], “S& N HN#MNEBUER IAZE T/EEZ 5% [Reflection and Suggestions
on the Adjustment of Fuel Price Subsidy Policy for the Fisheries Industry]”, Z7/&F K/~ [China Fisheries], 2018, 10:
34-38.

2RI FF. ZKE, [Zhu Guang, Li Ping, and Jiang Yonghua], “EIEFBZ AT, —MMHES M SHITH
ARSI H—E T EMERS D MEGEN S BITE D 47 [Special Transfer Payments, General Transfer
Payments and Local Government Public Service Expenditures—Based on the SDM Analysis of Special Transfer
Payment Sub-items],” Z£%285F & #% [East China Economic Management), 2019, 33:145-151.

33 These documents are: JABIER. NV #B [Ministry of Finance and Ministry of Agriculture], 5 F 142 [F /A& W #F
HHRIZFIM BRI ECR (EH 8 W FFEE R F X R AT AT, W [2015] 499 -5 [Notice about Adjusting Domestic
Fisheries and Aquaculture Fuel Subsidy Policy in order to Promote Sustainable and Healthy Fisheries Development
(Document 2015 No. 499], 25 June 2015,
http://jjs.mof.gov.cn/zhengwuxinxi/zhengcefagui/201507/t20150709 _1272152.html; and £ MV B/~ [T [Ministry
of Agriculture General Office], AW EB7FA\/T 5 F-EI % [F/A) ' W 575 FI 77 58 W 5B 1) #MIGECR VBB SE T 5
HIEH (ZIp8 (2015] 65 &) [MOA General Office Notice on the Issuance of the Domestic Fisheries and

Aquaculture Fuel Price Subsidy Policy Adjustment Implementation Plan (MOA Fisheries (2015) No. 65)],2015. See
China WTO Notification Document G/SCM/N/343/CHN.

34 That is, MOA Fisheries (2015) No. 65. China Delegation to the WTO Committee on Subsidies and Countervailing
Measures, “Responses to Questions Posed by the United States Regarding the New and Full Notification of China,”
Document G/SCM/Q2/CHN/93, 27 October 2020, 13pp.
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Fisheries GTPs are composed of a few different programs. One program consists of payments
directly made as production cost subsidies to fishermen (jf & f9 4 7= B A< %Mih). This program
appears to be the means through which fuel subsidies are provided to the domestic fishing
industry, with the amount depending on a number of parameters including but not limited to
vessel length, operation type, and number of operation days—however fuel consumption is not
one of the parameters. Payments are provided in the form of funding through the local municipal
governments (T E % & & £). Sub-provincial governments collect, pre-review, and compile
program applications for further review and approval by the provincial governments. In local-
government documents, this GTP is often referred to as the “Fisheries Fuel Subsidy Policy

Adjustment GTP” (&M BN FMNEBURIBAE —MREETRE) .

Other programs supported include: navigation beacon construction in fishing ports (& AN FREE
1%); fishery and fishery administration informatization construction (G& & B{5 B L E1%);
reduction of the number of fishing vessels and industry transition (J& %% /=); fisheries resource
conservation and enhancement (& )\ 3R B Fx$F); fishing moratorium subsidy ({RZE@%MN); and
subsidies for aquaculture, such as aquaculture pond standardization, and water re-circulation
construction, and the construction of other aquaculture infrastructure (BIEFREF T L1E

/KOG K R E AR R R).

In the National General Public Budget Expenditure, the central government lists a program
entitled “Subsidy for Refined Oil Price Reform for Fisheries” (B BT & B X8 W B9 #MIE),

which amounted to CNY 17.695 billion in 2019.37

In addition to the national budget, the central government also provides a budget for central-level
funding, and includes CNY 349 million for the “Subsidy for Refined Oil Price Reform for
Fisheries.”® This amount likely went to the China National Fisheries Corporation, a state-owned
enterprise engaged in DWF that is the only fishing enterprise registered at the central level.

Thus, total central-level GTPs were reported by the central government to be CNY 18.044 billion
for 2019. In the next section, we estimate what proportion of these GTPs went to fuel subsidies.

35 For example, see 4R % MV % #4 /& [Zoucheng City Bureau of Agriculture and Rural Affairs], 5T 4R H
2019 FFE A& W R AMEBUR R — MRS AT B TH LI 4E R /A7~ [Announcement on the Outcome of
the Zoucheng City 2019 Domestic Fisheries Fuel Price Subsidy Policy Adjustment GTP Competition Project], 3
July 2020, http://www.zoucheng.gov.cn/art/2020/7/3/art_24186_2575062.html.

36 China WTO Notification Document G/SCM/N/343/CHN.

37 A BER [Ministry of Finance], 2019 fF£42 E —#& /A HFNE X H R E 3R [National General Public Budget
Expenditure], http://yss.mof.gov.cn/2019qgczjs/202007/t20200731_3559718.htm.

The amount was CNY 18.5 billion in 2017 and CNY 18.1 billion in 2018.

38 IBCER [Ministry of Finance], 2019 FE A Je AR s H R E 3R [2019 Central Level General Public Budget
Expenditure], http://yss.mof.gov.cn/2019qgczjs/202007/t20200706_3544623.htm.
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3.1.3a Domestic Fisheries Fuel Subsidies j & 89 4 = pi A< %M iy

Fuel subsidies were intended to decrease to 40 percent of the official 2014 level by 2019, and all
provinces and provincial-level entities were required by the MOA to achieve the same goal in
decreasing their respective provision of fuel subsidies for domestic fisheries.** Fuel subsidies for
DWEF were absorbed by the subsidy program for the utilization of international fisheries
resources and are not considered in this section.

Because the central government no longer tracks the proportion of fisheries subsidies provided
for fuel, we must estimate the amount of domestic fisheries fuel subsidies that were provided
over the period 2015-2019. The most accurate approach would be to add up the domestic
fisheries fuel subsidies for each province and provincial subregion, however most of this data is
not accessible to the public. Therefore, we calculate the average ratio of domestic fisheries fuel
subsidies to GTP for three provinces (Guangdong, Shandong, and Zhejiang) for which data are
available, and estimate domestic fisheries fuel subsidies by multiplying the national GTP by this
average ratio.

Based on the amount of domestic fisheries subsides received by the province in 2014, the central
government will provide the province with the same amount of transfer payments in each year
for five consecutive years (2015-2019), with 80 percent as a GTP and 20 percent as STP.** Each
province uses the 80 percent proportion as subsidies for the costs associated with domestic
fisheries production and for the reduction or transition out of fishery operations (%% /= %% \).*!
The national sum of the above transfer payment of each year from 2015 to 2019 is fixed at CNY
20 billion.*? A portion of the 80 percent provided as GTP may be used by the provincial
government, while the remaining is transferred to municipal levels as fuel and other fisheries
subsidies.

To estimate the percentage of subsidies used for fuel for Guangdong Province, we analyzed the
three cities of Maoming (7% 4%), Jiangmen (I [7]), and Zhongshan (4 LL]). Maoming received
CNY 1.126 billion as a GTP from the provincial government over 2015-2019, of which CNY
701 million was used for domestic fisheries fuel subsidies.** Jiangmen received CNY 2.2 billion

* IA AR [Ministry of Finance], IFBUER . &\ EBEX & EBE & W SN HMAGBIR 8% T 1% [Ministry of Finance and
Ministry of Agriculture Deploy Fisheries Fuel Subsidies Policy Adjustment Work], 9 July 2015,
http://www.gov.cn/xinwen/2015-07/09/content 2894870.htm.

40 HBER. 4 Ml ER [Ministry of Finance and Ministry of Agriculture], 5 F 1822 [E A1 ;8 W 1 5 F 7B 3 1) #MIG
R LEH B FF L FE L RERIEA, T [2015] 499 = [Notice about Adjusting Domestic Fisheries and
Aquaculture Fuel Subsidy Policy in order to Promote Sustainable and Healthy Fisheries Development (Document
2015 No. 499], 25 June 2015, http://www.gov.cn/xinwen/2015-07/13/content 2895987.htm..

4! Later, some provinces used the 80 percent GTP proportion to support vessel renovation and construction and other
activities as well, as detailed by the Guangdong Province plan.

# $2IN [Sohu], KAV R AFER: @ W MM BIIAE S RERIE, BIRYERE LT [MARA: Fisheries Fuel Price
Subsidies Will Cover Fishing Port Construction, Fisheries Get Fixed Ports to Land Catch], 5 July 2019,
https://m.sohu.com/a/324950968 769126/.

“F 5 247K [Ocean and Fisheries Magazine], “J 7Rj% % f&M#NEURIEEE 24 AR F 8L
[Guangdong Maoming: Taking Advantage of the Fuel Subsidy Policy Adjustment to Make Marine Fisheries Big and
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as a GTP from the provincial government over 2015-2019, of which CNY 680 million was used
for domestic fisheries fuel subsidies.** Zhongshan received CNY 120 million as a GTP from the
provincial government over 2015-2019, of which CNY 28.66 million was used for domestic
fisheries fuel subsidies.*’

Total fuel subsidies for the three cities were thus CNY 1.41 billion while total GTPs to the cities
were CNY 3.4 billion, meaning that the fuel subsidies were on average 41 percent of the GTPs
received by the cities, which we use as the average for Guangdong Province overall. The GTP
transferred by the provincial government to lower levels accounted for 88.06 percent of the
overall GTP, which was in turn 80 percent of the total central government transfer payments.*¢
Therefore, we can estimate that the province-wide domestic fisheries fuel subsidies are 36
percent of the GTP allocated to the province by the central government (=0.41 x 0.8806).
Province-wide domestic fisheries fuel subsidies account for 29 percent of the total central
government transfer payments (both the GTP and STP) (=0.36 x 0.80), or CNY 5.10 billion
(0.29 x CNY 3.516 billion x 5). Thus, the cumulative, province-wide domestic fisheries fuel
subsidies over the five-year period was CNY 5.10 billion, while CNY 3.516 billion was the
amount of domestic fisheries fuel subsidies provided to Guangdong in 2014.

For Shandong, the GTP over the same five years was CNY 9.324 billion, which included
domestic fisheries fuel subsidies of CNY 6.020 billion.*” With the STP, the total central
government transfer payments over the five years would be CNY 11.65 billion (= CNY 9.324

billion/0.80).

Strong),” 7K/ =7% 48/ [Aquatic Goods and Aquaculture Net], 13 November 2020,
http://www.shuichan.cc/news_view-410293.html.

4 3837¥ 58\ Z+ 75 [Ocean and Fisheries Magazine], 31 [7]: £ EIRFEAL “AFSC 1 [Jiangmen: Fully Raising
Fishing Vessel “Hard Power”], 7K =558/ [Aquatic Goods and Aquaculture Net], 17 November 2020,
http://m.shuichan.cc/news_view-410470.html.

4 Z= S [Li Yishan], B SN #MG A “FHF LEAMERE 2800 57T [Zhongshan: Fuel Price Subsidy
Granted “Zero Complaints” Five-year Subsidy Exceeds 28 Million Yuan], 33 [Sohu], 20 November 2020,
https://www.sohu.com/a/433282361 309591.

46 As disclosed in the Guangdong plan, the provincial government will intercept 11.94 percent of the 80 percent
GTP proportion to support DWF. The provincial-level share did not appear to support any funding of domestic fuel
subsidies.

411174 ¥4 1F J7) [Shandong Province Bureau of Oceans], 1175 74 18 % 5] PA Y L7 155 R 32 1 b 0 0 UG I 5 52 it
7% (#)F) [Shandong Province Implementation Plan on the Adjustment of Domestic Fisheries Capture and
Aquaculture Fuel Subsidies Policy (Draft)], 5 January 2016,
http://hyj.shandong.gov.cn/hdjl/dczj/201601/t20160105_3618672.html.
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For Zhejiang, CNY 12.3 billion was provided as domestic fisheries fuel subsidies over the five
years.*8 Domestic fisheries fuel subsidies in 2014 were CNY 4.32 billion.*® Thus the overall total
transfer payment over the five years is calculated to be CNY 21.6 billion (=4.32 x 5).

The total domestic fisheries subsidies for the three provinces were CNY 5.10 billion + CNY 6.02
billion + CNY 12.3 billion = CNY 23.42 billion. The total transfer payments (both the GTP and
STP) to the three provinces was CNY 17.58 billion + CNY 11.65 billion + CNY 21.6 billion =
CNY 50.83 billion, where the CNY 17.58 billion is the total amount the central government
allocated as transfer payment to Guangdong Province over the 5-year period. Therefore, the
province-averaged ratio of domestic fisheries fuel subsidies to the total transfer payments is 0.46
(=23.42/50.83).

If the nationwide total for the domestic transfer payments was CNY 20 billion per year, and
CNY 100 billion over 20152019, this means approximately CNY 46 billion (= CNY 100 billion
% 0.46) was provided for domestic fisheries fuel subsidies over 2015-2019, equivalent to about
CNY 9.2 billion per year. This is just an average value, and domestic fisheries fuel subsidies
actually declined year to year from 2015 to 2019. China planned to decrease domestic fisheries
fuel subsidies to 40 percent of the 2014 level by the end of the 13" Five-Year Plan, namely
targeting the goal of CNYY 8 billion (=CNY 20 billion x 40%) for the domestic fuel subsidies of
the year 2019. However, the actual domestic fuel subsidies of the year 2019 are not disclosed to
the public. Therefore, we use the average value instead, which is slightly higher than the
expected CNY 8 billion.

3.1.3b Fishing Ports and Navigation Beacon Subsidies j& iR E 1%

In 2019, the Chinese government spent an estimated CNY 1.79 billion on fishing ports and
navigation beacon construction (J&EFIAIRE ), of which CNY 1.21 billion was for inland

fishing ports and CNY 580 million was for the renovation of level-two coastal fishing ports and
sheltered anchorages.

The MOA issued a plan covering 20162020 to provide CNY 3.62 billion to renovate and
upgrade level-two coastal fishing ports and sheltered anchorages (7578 — 2R &2 F0EE X 51D
and CNY 1.744 billion to renovate and upgrade inland fishing ports (P fif; 7 ), which include
coastal central fishing ports (H/(»} ) and level-one fishing ports (—Z% & 7).°° Because the
policy did not enter into effect until January 2018, we assume that the funding was distributed in

# I [Zhejiang Finance], #1481 & E RS W RN NETEBEBUR, (E#87F 8 o] #5424 & [Zhejiang
Province Domestic Fisheries Fuel Subsidy Policy Adjustment Issues, Advancing the Sustainable Development of
Marine Fisheries], 16 March 2016,

https://mp.weixin.qq.com/s?sub&  biz=MjMSMDM5SMTEzZNw==&mid=420209311&idx=1&sn=38e2ffd92caf0b6
141d8ac1c55d96b97 & &scene=3 &subscene=10000&clicktime=1617730186&enterid=1617730186#rd.

Y IRIGHEF 5 A EE [Wenling Ocean and Fisheries Blog], 2013 4 B W il M BN 2 I TAE £ /BN
[2013 Fisheries Fuel Subsidies Work Is Fully Launched], # R % [Sina Blog], 9 December 2014,
http://blog.sina.com.cn/s/blog_ecfde1d30102vdxm.html.

30 g MV ER [Ministry of Agriculture], Y& TR XUE A #5453 #1 X1 [Fishing Port Upgrading Renovation and
Improvement Maintenance Plan], January 2018,
http://www.moa.gov.cn/nybgb/2018/201802/201805/t20180515_6142141.htm.
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2018, 2019, and 2020. If the funding was allocated equally each year, in 2019 CNY 1.21 billion
was provided for level-two coastal fishing ports and sheltered anchorages, and CNY 580 million
for inland fishing ports. Inland fishing ports were constructed by the central government (which
implies that the inland fishing ports are of higher importance and more highly supervised), and
subsidies for these ports are provided through STPs, likely under the portion “Fisheries
Development” of the program “Fisheries Development, Vessel Decommissioning and
Renovation.” Level-two coastal fishing ports and sheltered anchorages were constructed by
provincial and local governments, and thus subsidies are provided through GTPs.

3.1.3¢ Fisheries and Administrative Informatization Construction

A EBE B R

China spent approximately CNY 200 million in 2019 on the construction of information systems
for fishing vessels and fisheries administration.>! This program includes the building of a
communication network for marine fishing vessels, including short-wave and ultra-short-wave
systems on vessels and on-shore platforms, and satellite monitoring systems.

3.1.3d Fishermen Vessel Reduction and Industry Transition & R A% =

The MOA announced in 2017 that by 2020, China would reduce the number of motorized marine
fishing vessels G351 3018ME; excluding DWF vessels) by 20,000 and reduce total engine
power by 1,500,000 kW.>> The policy also set reduction goals for each province. For fishermen
willing to give up fishing vessels and transition to other industries (JE{ 5 %% =), the central
government would provide subsidies at a rate of CNY 5000 per kW, while encouraging local
governments to provide additional subsidies. The 2017 policy increased the subsidy rate for
fishermen vessel reduction and industry transition from CNY 2500 per kW in 2015.3

The subsidies for vessel reduction and industry transition are in the form of an STP from the
central government and totaled CNY 5.5 billion over 2016-2019.%* Except for 2016 when the

SUR A ERBE W AE IR 3 B R [Ministry of Agriculture Fisheries Administration Bureau Zhang Xianlang], il
TR B (S B 1L Y AR BE B % [Accelerate the Advancement of Fisheries Informatization Strategic Thinking], 7
T E@EIT-+ E A +M™ [Rural Work Dispatch-China Rural Net], 6 March 2018,
http://journal.crnews.net/ncgztxcs/2018/dsiq/snlt/89504 20180306025919.html.

2 RV ER [Ministry of Agriculture], £ V& X F i —HINEE R EME T Lied el KRS EEENRM
[MOA on the Increase in Control over Domestic Fishing Vessels, Notice on the Implementation of Marine Fisheries

Resources Total Management], 12 January 2017,
http://www.moa.gov.cn/nybgb/2017/derq/201712/t20171227 6130861.htm.

3 IABER. < Mk EB [Ministry of Finance and Ministry of Agriculture], & F 1522 [F A1  #5 15 FI 7= 55 W 17 7ML
BENEAE W FFEE (R X B A, T3 [2015] 499 = [Notice about Adjusting Domestic Fisheries and
Aquaculture Fuel Subsidy Policy in order to Promote Sustainable and Healthy Fisheries Development (Document
2015 No. 499], 25 June 2015, http://www.gov.cn/xinwen/2015-07/13/content 2895987.htm.

>* &8 [Han Chao], ““+=F1"IRIFMEAR 20414 §% G E 0 A EE R RUESIR AT 5THY [Since the *13®
Five’ 20414 Fishing Vessels Have Been Decommissioned, the Task of Reducing Fishing Pressure by Reducing
Marine Fishing Vessels Has Been Completed],” A& A 77, 19 January 2020,

http://www.agri.cn/V20/ZX/nyyw/202001/t20200119 7285897 .htm.
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amount was CNY 1.0 billion, the central government provided CNY 1.5 billion each year for
2017-2020.%

Given the need to meet the mandatory goals set by the MOA, local governments mostly provide
additional subsidies on top of the rate of CNY 5000 per kW. For example, Yangjiang (PHT),

Guangdong Province, provides an additional subsidy rate of CNY 3000 per kW in both 2015 and
2016, CNY 2000 in 2017, as well as CNY 1000 in both 2018 and 2019.°¢ These additional
subsidies come from the portion of the GTP that is allocated by the provincial government to
local municipal governments (H 774t % ). In the case of Yangjiang, the ratio of this GTP-sourced

subsidies to the STP-sourced subsidies in 2019 is 1000 : 5000, or 0.2. Assuming that this ratio
applies to other cities across China in 2019, we estimate that the total amount of GTP used at
local municipal levels as subsidies for JEAf%E = is CNY 1.5 billion x 0.2 = CNY 300 million.

3.1.3e Fishery Resource Conservation and Enhancement & 35 R 357

Subsidies for fishery resource conservation and enhancement (78 3% B 75 F) includes
programs for stock enhancement (¥85E ;7 ) and marine ranching / constructing marine pastures
(8 E%1%). Subsidies for stock enhancement are reported to be approximately CNY 1.0 billion

per year, including for 2019.57 The funding for stock enhancement is provided through GTPs at
the local-government level. Subsidies for marine ranching are provided through STPs and are
discussed below.

55 AL ABIR E IR RN AL BURR AL 2 MUY [Vessel Decommissioning and Standardization Subsidy] 2016-2020: A BUER
KT TIA 2016 FEAEARIRER B FIA B AR AL AME CRRBME ™) MBIHOR (2016) 169 5),21
November 2018, http:/jjs.mof.gov.cn/zxzyzf/cbbfcjhcxbzhbt/201811/t20181121 3072961.htm; I BIER =T #& fF
2017 iR R SAERRIRE R B E #ANE CERBAREE™) A9BH (MR (2017) 63 5), 21 November
2018, http:/jjs.mof.gov.cn/zxzyzf/cbbfcjhcxbzhbt/201811/t20181121 3072963.htm; I BIERE T ik 2018 i@k
EREMIREEN (BRBME™) MRS MENBIOYR (2018) 52 -5),21 November 2018,
http://jjs.mof.gov.cn/zxzyzf/cbbfcjhcxbzhbt/201811/t20181121 3072964 .htm; IFBIERXT ik 2019 Fi@E N &% R
SMMRRERBEN (BRBMES) HMEESMEMNBIOR (2019]) 31-5),30 April 2019,
http://jjs.mof.gov.cn/zxzyzf/cbbfcjhcxbzhbt/201904/t20190430 3238522.htm; and IAEBIER =T ik 2020 i@
EREMARERBEN CERBAME) HBIEESMERBA, 24 June 2020,
http://jjs.mof.gov.cn/zxzyzf/cbbfcjhcxbzhbt/202006/t20200624 3538545 .htm.

% Z= S8 [Li Yishan], [0 @™ 7 &R@N] FHIT: BAREE=FH B 77K [(“Fuel” Guangdong Fisheries) Yangjiang:
Reducing Vessels and Transitioning Run Neck and Neck], 4 [Sohu], 17 November 2020,
https://www.sohu.com/a/432489605 309591.

ST R MR F1ER@ MV B BUS [MARA Bureau of Fisheries and Fisheries Enforcement], “+=F" @8\ = miE %} | 7K
4+ AR IE R E ERMES S EREIIKR [13™ Five Fisheries Highlights Series | Aquatic Species Protection

System is Continuously Made Sound, Effort Continuously Expanded], 4 January 2021,
http://www.yyj.moa.gov.cn/gzdt/202101/t20210104_6359369.htm.
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3.1.3f Fishing Moratorium Subsidy {RZ: & #MiG

China’s fishing moratorium comes in two forms: an inland freshwater fishing ban (Z£}f) and a
domestic marine fishing seasonal moratorium ({K}).°8 Although the Ministry of Agriculture and
Rural Affairs (MARA; £\ & #4Z8—formerly the MOA) encourages each province to use
GTPs to provide subsidies to fishermen during fishing moratoria, this practice is not mandatory,

and therefore most local municipal governments do not provide support.’® Guangdong Province
is the only province that has a provincial-level program to provide this subsidy.®

For each qualified, legally registered vessel engaging in inland freshwater fishing, the
Guangdong policy provides moratorium subsidies of at least CNY 2200 per year per person for
up to two qualified fishermen.®! Qualified fishermen—possessing a fishing vessel crew
certificate (&l ff 53 JIF 5 )—on domestic marine fishing vessels may receive annual moratorium
subsidies of at least CNY 2100 per person, with the number of eligible recipients limited to the
maximum allowable number of fishermen onboard the vessel.

In 2019, the Guangdong provincial government allocated CNY 33.58 million to local municipal
governments as fishing moratorium subsidies, which we also take as the total GTP used
nationwide for fishing moratorium subsidies.5?

8 253 [Huang Jin], 7@ 7! {KEFEE, 12 571115 “BREDA7EZE” [Time to Fish! Fishing Moratorium and
Fishing Ban, Consumers Shouldn’t Be “Fools Not Differentiating”], §g 77® [Southcn.com], 16 August 2019,
https://kb.southcn.com/kb/59e5b1674d.shtml.

39 R M EB I T [MOA General Office], = T4 2018 /& ¥ AZKE T EAYIBA] [Notice on Completing the
2018 Ocean Summer Seasonal Moratorium Work], 16 March 2018,
http://www.ffmi.com.cn/index.php/cms/zhengcezixun/2393.html?typeid=7. Guigang City in Guangxi Province does
not have a policy in place, see M55 18 [Subsidies Consultation], £77 H 3§ 4t [Guigang Daily News], 13 May
2019, http://wz.ggnews.com.cn/index.php?m=show&id=106494.

OSHFHNAERIRB XA ? RAWEAFX AR AY! Emth . SEAESUE*NEIARAE [Is There a Future after Fuel
Subsidies? This Is What the MOA Document Says! About the Fuel Subsidy and Vessel Renovation Subsidy
Standards], 22 July 2017, https://www.sohu.com/a/159111996 741677.

S RAEEESEWT. T EREMBUT [Guangdong Ocean and Fisheries Bureau and Guangdong Finance
Bureau], [T FREK (£) /878 R 4 = £ JAHNB A I SE e 7T 56, B [2018] 25 5 [Guangdong Province Fisheries
Moratorium (Ban) Fishermen Production Livelihood Subsidy Release and Implementation Plan, Document (2018)
No. 25], 6 March 2018,
http://www.lechang.gov.cn/website/govPublic/upload/0069739032019/userfiles/file/201908/115-114112-
4710127281178-127920201731-893159101-87-4762-98-67-717211-12426-278-92119202020182125%20-99.pdf.
% I ZREMBUT [Guangdong Finance Bureau], 5xF Tk 2019 FFARIK () i R 4 = 4 BB R & VB AN,
Bt [2019] 160 S [Notice on the 2019 Provincial Level Fisheries Moratorium (Ban) Fishermen Production
Subsidy Fund, Document (2019) No. 160], 8 October 2019,
http://czt.gd.gov.cn/gkmlpt/content/2/2642/post_2642353.html#86. Although some local municipal governments in
provinces outside of Guangdong also provide fishing moratorium subsidies, the aggregate amount is likely to be
negligible compared to Guangdong’s provincial total due to Guangdong’s province-wide implementation of this
policy, and the size of Guangdong’s fishing population. In 2019, the population directly involved in capture fishing
(#H35 k) was 244,263 in Guangdong in 2019—the largest among all Chinese provinces—followed by Shandong
(192,837) as the second and Fujian (179,353) as the third, see China Fishery Statistical Yearbook 2020.
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3.1.3g Aquaculture Subsidies
ShIEAR AL T LRI AKBOEF K™= SRR EER

Aquaculture pond standardization (& ¥EFrA4E{k) and construction of water re-circulation
aquaculture factories (T[] {LEIR/K2LiE) are two types of aquaculture programs that receive
subsidies through GTPs.%® Local governments are encouraged but not required to provide such
subsidies as appropriate. Local governments are not motivated to spend GTP funding on
aquaculture pond standardization and construction of water re-circulation aquaculture factories
unless the central government sets targets for them to meet. There has been a target for
aquaculture pond standardization since 2016 but no target for construction of water re-circulation
aquaculture factories.

In 2016, the State Council announced that the proportion of healthy-aquaculture demonstration
areas (7K /=2 R FRJE < SB E AR EE B )—defined as the ratio of healthy-aquaculture demonstration
areas to nationwide total aquaculture area—was expected to increase from 45 percent in 2015 to
65 percent by 2020.%* To be considered a healthy-aquaculture demonstration area, the
aquaculture ponds must first be standardized, which indirectly motivates local governments to
attach importance to aquaculture pond standardization. In 2019, China’s total freshwater
aquaculture area was 5116.32 (x 1000) hectares, with ponds being the dominant type (2644.73 x
1000 hectares).®> Assuming an annual incremental increase in the proportion of standardized
ponds, the proportion would have been 57 and 61 percent in 2018 and 2019, respectively. The
national total aquaculture area in 2018 was 7189.52 (x1000 hectares), so the demonstration areas
of healthy aquaculture are 7189.52 (x1000 hectares) x 57% = 4098 (x1000) hectares. The
national total aquaculture area in 2019 is 7108.50 (x1000) hectares, so the demonstration areas
are 7108.50 (x1000) x 61%=4,336 (x1,000) hectares. The difference, 238 (x1000) hectares, is the
amount of demonstration areas that China increased from the end of 2018 to the end of 2019.
This amount is assumed to be dominated by newly standardized ponds.%¢

The subsidy rate for aquaculture pond standardization ranged from CNY 1000 to 3000 per
Chinese mu (F) from 2018 to 2021.%7 We thus assume a subsidy rate of CNY 2000 per Chinese

03 I [2015] 499 5.

4 [F &-f5t [State Council], X FEILZEFH LKW EHH L] (20162020 £F) F918 4] [Announcement on the Issuance
of the National Agricultural Modernization Plan (2016-2020)], 17 October 2016,
http://www.moa.gov.cn/nybgb/2016/shiyiqi/201711/t20171128 5922419.htm.

85 China Fishery Statistical Yearbook 2020.

% Note: & 3# does not only refer to freshwater aquaculture and can also be used in mariculture, see for example =
—#E [Wu Yigui], “GI2E R @V EEFHFIERSEE [Creating a National Fisheries Healthy Aquaculture
Demonstration County],” https://new.qq.com/rain/a/20201027a02vx800.

87 CNY 1000 was cited in F£5E F18FI3K 7, BE 4G 1000 7! /SR IRPIT R 105 BT HREK=FREMIE
#MNE T 1 [Social Welfare for Aquaculture Households Has Arrived, a 1000 Yuan Subsidy for Every Mu! Hainan

Qiongzhong Plans on Investing 1.05 Million Yuan in Subsidies to Develop Aquaculture Ponds], 13 October 2018,
https://www.sohu.com/a/259251232 174909; CNY 3000 was cited in {311 T = BEX & MV < 4% /5 [Foshan City

Gaoming District Bureau of Agriculture and Rural Affairs], 2 FAEK (f#LLUH = AX FEMESRELBOEFE
HCEIBMB RS R IKTERY BIA/A S [Notice of Views on “Foshan City Gaoming District Aquaculture
Ponds Standardization Renovation and Water Management Administration Finance, Subsidy and Inspection Plan],
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mu for aquaculture pond standardization in 2019. We thus calculate subsidies for aquaculture
pond standardization in 2019 to be 238 x 15,000 Chinese mu x CNY 2000 = CNY 7.1 billion.

Although aquaculture factories (38 L] ) are also a type of aquaculture site, their areas are
negligible. Aquaculture factories is included under the category “other” measuring 129.54
(x1000) hectares. Because construction of water re-circulation aquaculture factories is not
mandatory, subsidies for this program are low. For example, two years after the issue of National
Agricultural Modernization Plan (2016-2020), Yantai City was the first in Shandong Province to
provide municipal-level subsidies for construction of water re-circulation aquaculture factories,
but the subsidies only amounted to CNY 1 million.%® Thus we consider subsidies for construction
of water re-circulation aquaculture factories to be negligible (zero).

3.2 Vessel Renovation and Construction Subsidies

Another large subsidy program, in addition to China’s fuel subsidies, is the program to support
the upgrading of China’s marine fishing vessels through renovation of existing fishing vessels
and the construction of new vessels. This program is now known as the “Central Governmental
Subsidy Fund for Fisheries Development, Vessel Decommissioning and Renovation, and
Fisheries Vessel Reduction and Industry Transition” (FR 3878\ & B SAEARIRIEIR B E X a
RBALEE 4N IR £), and is provided through STPs as discussed below.

3.2.1 Evolution of China’s Vessel Renovation and Construction Subsidies Program

Subsidies for the renovation and construction of marine fishing vessels were issued sporadically
and only by subnational governments before 2012. Subnational subsidies for the renovation and
construction of domestic marine fishing vessels date back to at least 2009 and possibly earlier.®’
Local government subsidies for the renovation and construction of DWF vessels began in 2008.7°
The central government subsidies program for the renovation and construction of both domestic

23 August 2021, http://www.gaoming.gov.cn/fsgmnyncj/gkmlpt/content/4/4971/post_4971141.html#4383; and
CNY 2000 was cited in 752 % M & #¢ T [Shaanxi Province Bureau of Agriculture and Rural Affairs], 52 FEJ &
mr gyt v & BRI B SEjE T 22 AYIE & [Notice of the Issuance of the Central Government Fisheries Development
Program Implementation Plan], 4 June 2021, http://njtg.nercita.org.cn/baselnfos/detail.shtml?id=108643. Note: 1000
hectares = 15,000 Chinese mu.

B MRS THIEF A REAEI G [Yantai City Ocean Development and Fisheries Bureau], X fBh+=/F =R
£ 133247 SIREMZEE [Third Session of the 13" Municipal CCP Response to Proposal 133247], 28 June 2019,
http://www.yantai.gov.cn/art/2019/6/28/art_27598 2462100.html.

% As disclosed by a 2010 news report, the Shanghai Municipal Agriculture Commission “would continue providing
subsidies in 2010 for the renovation of inshore fishing vessels,” which implies that such subsidies had been
previously provided, in 2009 or earlier, see ¥\ [Sohu], “ FEH R ZEEXGTBRRELAFEEEN LB REBER
[Shanghai Municipal Agriculture Commission Issues Open Letter to Farmers Comprehensively Introducing Policy
to Support Agriculture],” 29 March 2010, http://news.sohu.com/20100329/n271179729.shtml.

"0 3514 [Zhejiang Province Oceans and Fisheries Bureau], 7 &2, £8 WIT 5 5 5% B2/ 7 [Zhejiang
Province Measures on the Management of Distant Water Fisheries Programs and Funding], 14 January 2008,
http://www.zsdwf.com/shownews.asp?newsid=87.
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marine fishing and DWF vessels was launched in 2012.”! Beginning in September 2012,
subsidies for the renovation and construction of DWF vessels amounted to more than CNY 4.2
billion annually.”? In 2012 alone, the central government provided CNY 8.01 billion for the
renovation of marine fishing vessels and construction of fishery administration equipment (7 B
4= £%), which was the largest ever single subsidy to the Chinese fishing industry.”

The national-level subsidies policy was driven by multiple factors, including the goal of building
China into a maritime great power, as mentioned in then-president Hu Jintao’s November 2012
report to the 18th National Party Congress.”* As the then-president of the State Oceanic
Administration (SOA) Liu Xigui argued, this maritime power strategy would be crucial for
China to continue its development since China’s export-oriented economy faced an ever-growing
dependence on marine resources, making it necessary to maintain and expand Chinese rights and
interests into maritime spaces outside Chinese jurisdiction.”

Likely feeding into the 18th National Party Congress report was research conducted by the
Chinese Academy of Engineering (CAE). In 2011, the CAE conducted a major consulting
project that concluded that China’s marine fishing equipment was at a low technical level,
hindering the development of marine fisheries.”® Based on this research, in September 2012,
twenty-seven CAE academicians proposed promoting marine fisheries as a strategic industry by
speeding up the renovation and upgrading of fisheries equipment, which was acknowledged by
the State Council and supported by other relevant ministries.””

Pressure came from international standards as well. The 2012 Cape Town Agreement (CTA) sets
standards for the safety of high-seas fishing vessels that are 24 meters in length or more.’® At the

"L As retrospectively disclosed by the MOA in 2016, see & NV &BJ1/A T [Ministry of Agriculture], 2016 £ /F5¢;&
SLLJEHTFEL NIRRT A (EH K FFFEEIEI R %87t [In 2016 the Nation Implemented the New

Development Concept to Accelerate the Modernization of Agriculture, Advance the Continued Increase of Farmer
Incomes], 30 March 2016, http://www.moa.gov.cn/gk/zcfg/qnhnzc/201603/t20160330 5076285.htm.

7 R AR BUF [Central Government], 2014 EZORMRATEE ., (R R RIBUFBURHEHE [In 2014, the
Nation Deepens Rural Reform, Advances Policy Measures Like Increasing Rural Incomes], 25 April 2014,
http://www.gov.cn/xinwen/2014-04/25/content 2666455.htm.

3 R EBRG [MOA], R #B: it 2012 42 E K=& A= &iA 5906 771 [MOA: Nationwide Aquatic
Products Reach Estimated Total Volume of 59.06 Million Tons in 2012], 24 December 2012,
http://www.gov.cn/govweb/gzdt/2012-12/24/content 2297343 .htm.

74 Full text of Hu Jintao’s report at 18th Party Congress, 27 November 2012, http://www.china-
embassy.org/eng/zt/18th CPC_National Congress Eng/t992917.htm.

B g +/A\KIREER" B RE"EE EEY LMEEEE X [Liu Xigui: 18" NPC Report Introducing
“Maritime Great Power” Has Important Practical and Strategic Significance], 10 November 2012,
http://www.xinhuanet.com/politics/2012-11/10/c_113656862.htm.

S hEEF TR SRR A R BS TS [“Strategic Research on China’s Marine Engineering and Science &
Technology Development™], 2011.

"1 3K I5% [Zhang Qiaoling], 27 it B IR FE ¥ @\ Ak EE = [“27 Academicians Suggest Elevating
Fisheries to Become a Strategic Industry”], #7/&F &4 [China Science Report], 18 September 2012,
http://news.sciencenet.cn/sbhtmlnews/2012/9/263509.shtm.

8 The Cape Town Agreement replaces the Torremolinos Protocol of 1993, which built upon the 1977 Torremolinos
International Convention for the Safety of Fishing Vessels, and will enter into force once 22 States with a total of
3,600 eligible fishing vessels ratify or accede to the Agreement. International Maritime Organization (IMO), 11
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end of 2011, only 9.15 percent and 7.88 percent of Chinese domestic marine fishing vessels and
DWF vessels, respectively, met the safety criteria set by the CTA.”

Two important guiding documents were issued at the ministry level, the first jointly issued by the
NDRC and the MOA supporting vessel renovation.®” The MOA also issued a second document
at the end of 2012 which included details about the motivations for DWF vessel renovations.8!
These motivations included the intention to promote China’s fishing capacity in tuna, squid, and
saury; to convert domestic fishing vessels into DWF vessels; to expand fishing operations in the
exclusive economic zones (EEZs) of other countries (33 7% 14 #); and to increase the application
of high-performance materials in vessels. These renovations fell in the following categories:
construction of ultra-low temperature tuna longliners, tuna purse seiners, and large processing
trawlers (30 TAR) to replace old fishing vessels; the construction of standardized and
professional squid fishing vessels to promote the renovation and upgrading of squid fishing
vessels; the construction of a proper number of professional low-temperature tuna longliners and
saury fishing vessels to enhance China’s capacity in fisheries resource exploitation; the
renovation of fishing vessels operating in the EEZs of other countries; the renovation and
conversion of qualified domestic fishing vessels into DWF vessels; the development of new
types of specialized fishing vessels that meet international market standards and the standards of
bilateral fishing agreements; the development of energy-saving, environment-friendly, and safe
fishing vessels; and the promotion of the manufacturing and application of fiberglass GEIE5N) in
fishing vessels.

Subsidies to support fishing vessel construction and renovation also affect the development of
the shipbuilding industry. Penglai Jinglu Fisheries Co. Ltd. GZ3E R & &\ B PR /A 5))—which
was established in June 1990 and became the Shandong Huiyang Group (LI ZRJCEEH]) in

2006—consists of five subsidiary companies, with one fishing company using the same name as
Penglai Jinglu Fisheries Co. Ltd., one shipbuilding company named Penglai Zhongbai Jinglu

October 2012, https://www.pewtrusts.org/en/research-and-analysis/issue-briefs/2018/10/the-cape-town-agreement-
explained.

" E% & [Zhou Anchang], “F[E &\ EAFNIE 8\ ZHZ I PUIR IR 22 [Urgent Need to Improve the
Current Situation of China’s Fisheries Structure and Distant Water Fishing Equipment],” #4540 & [Ships and
Ancillaries], 2012, pp. 32-38.

VERARIEZR. RAUERX TR 2012 FEFBMREHRBUETN B EENESEL (RBKRE (2012)
2935 =) [“Guidance of the National Development and Reform Commission and the Ministry of Agriculture on
Strengthening the Program Management of Marine Fishing Vessel Renovation in 2012” (NDRC MOA (2012) No.
2935]. This document was not accessible online to the general public as of 18 October 2020. The policy appears to
have been influential as it was frequently mentioned by local governments as the policy basis for the renovation of
marine fishing vessels. For example, in 2014 Guangdong Province was granted permission by the MOA to renovate
the fishing fleet operating in the Spratly waters in the South China Sea, see K WEB X T E REE _MEH4E
R TIAEHEEITRIABE (K E%[2014] 14 5) [“Notice of the Ministry of Agriculture on the Approval of
Guangdong Province’s Renovation and Construction Plan for the Second Batch of the Spratly Island Backbone
Fleet” MOA (2014) No. 14], 12 March 2014,

http://www.moa.gov.cn/govpublic/YYJ/201405/t20140514 3903584.htm.

81 2 \VEB [Ministry of Agriculture], 2 M Ep F{ES I B\ IFEER LA RAEN [“Ministry of Agriculture
Opinion on Promoting Sustainable and Healthy Development of Distant Water Fisheries™], 20 November 2012,
http://www.moa.gov.cn/nybgb/2012/dsyq/201805/t20180516_6142357.htm.
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Shipbuilding Co. Ltd. GEZ AR EM W EPR/AE)), and three other companies.?? The
shipbuilding company operated until the 2008 global financial crisis, which nearly bankrupted
the company.®* In 2012, China’s policy for providing fisheries subsidies to support the
construction and renovation of marine fishing vessels was launched, and provided the fishing
industry with subsidies of more than CNY 4.2 billion.?* Taking advantage of this policy, Penglai
Jinglu Fisheries Co. Ltd. applied to the MOA for the construction of 12 new 77-meter-long saury
and squid fishing vessels. The MOA approved the application and provided subsidies of CNY
156 million to Penglai Jinglu Fisheries Co. Ltd., which in turn placed an order with the
shipbuilding company, thereby helping it thrive again.

The shipbuilding industry not only received governmental subsidies as payment through the
“intermediary” fishing enterprises, but also received funds from policy banks through fishing
enterprises. In 2013, the Export-Import Bank of China (EXIM Bank, A& # 4 AR 47) provided
CNY 20 billion in loans—an increase of 40 percent over 2012—to help Chinese ship owners
invest in their fleets, which would ultimately help the shipbuilding industry obtain more orders.®
The steel industry, as an upstream supplier for the shipbuilding industry, would also benefit from
these subsidies.

3.2.2 Special Transfer Payments 1 R BEF5 A EWM R &

STPs are provided by the central government to the provincial level for a particular purpose. To
request a STP, provincial governments submit applications to MARA and the MOF for review
and approval. Once approved, the central government transfers funds to the provincial
governments, which further allocate the funds to local municipal governments for program
implementation.

China’s STPs are provided through a major program called the “Central Government Subsidy
Fund for Fisheries Development, Vessel Decommissioning and Renovation, and Fishermen

Vessel Reduction and Industry Transition” (F S&3@ v & & SARARIREIR R E # K8 R RN G
F=#MNBIE 4). This program is also called the “Vessel Decommissioning and Standardization
Subsidy” (AERAIRIE 5 R FOAL BYARAE 1L %MNIE).3¢ These STPs are also sometimes referred to as

82 Ex e @\ HFR/A S [Penglai Jinglu Fisheries Co. Ltd.], https://www.jinglu.cn/list-9-1.html.

8 R ERE N BB EIR R [MOA Fisheries Bureau of Fisheries Enforcement and Management], /& 5¥ 8 A5 58 #72%
&I B S R A BRI — R 2 /5 E 4 i [The Marine Fishing Vessel Renovation and Construction
Program Implementation’s Vivid Embodiment—Jinglu Shipbuilding’s Rebirth], 18 May 2015,
http://www.shuichan.cc/news_view-244237.html.

A VBRI uE [MOA Website], “2014 EZORMCRATEE . (2R RIBIEFBURHETE (2014 The Nation
Deepens Rural Reform, Advances the Implementation of Policies to Increase Rural Incomes],” 25 April 2014,
http://www.gov.cn/xinwen/2014-04/25/content 2666455.htm.

8 & FEALEE"H M [Subsidies Will Be Provided for Domestic Construction of Chinese Ships This Year], 4%
AE5 A E [Ships and Ancillaries), 2013, pg. 131,
https://www.ixueshu.com/h5/document/ab79a487ed7605dd449189241e9138b9318947a18e719386.html.

86 A BIEB [Ministry of Finance], TIN5 4, ALAAIREIF R FIAL BYFRAE (L %MIG [STP Expenditures, Vessel
Decommissioning and Standardization Subsidy],
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the “Fisheries Fuel Subsidies Policy Adjustment STP” (& I Sl T4 MG BUR IHE £ IS X
£1).87 China’s WTO notifications cite two policies as the legal basis for the Vessel
Decommissioning and Standardization Subsidy.®® The overall program is composed of three

subcomponents: Fisheries Development; Vessel Decommissioning and Renovation; and
Fishermen Vessel Reduction and Industry Transition.

There is less clarity about STPs than GTPs. There is no individual line item in the National
General Public Budget Expenditure for STPs for fisheries, or for the Vessel Decommissioning
and Standardization Subsidy. Examining provincial-level documents indicates that the program
may be included in an item called “Other Public Road and Waterways Transport Expenditures
(Efb/ABS 7K BRIz = H).2 According to other central government sources, this program had a
budget of CNY 39.9 billion nationwide for the period 2015-2019, or about CNY 8 billion per
year.”® In 2019, CNY 6.5 billion was reportedly allocated for Fisheries Development and Vessel
Decommissioning and Renovation.”! CNY 1.5 billion was allocated for Fishermen Vessel
Reduction and Industry Transition.”

The figures for 2019 generally seem to be in line with China’s WTO Notifications, which state
that the Vessel Decommissioning and Standardization Subsidy has five programs that were
funded at a total of CNY 8.130 billion in 2018 (and CNY 8.073 billion in 2017). Three programs

http://www.mof.gov.cn/zhuantihuigu/cczqzyzfglbf/zxzyzf 7788/cbbfcjhcxbzhbt/.; &8 S iE V IRHANBISR R E T
JA [Fisheries Fuel Subsidies Funding Has Been Issued From the Central Government], #¥-5 8 W (Ocean and
Fisheries), 2017, 8:1-1, http://www.cqvip.com/QK/88802X/201708/672947337.html. Despite the name, the
program supports more than just vessel decommissioning and standardization.
¥ R ERFTE JMAZE [Ministry of Agriculture News Office], £ W AF#RE /& W m M HNABURIA R TS Y
I B 527 T E [MOA Deploys Fisheries Fuel Price Subsidy to Adjust Special Transfer Payment Program], 23
December 2016, http://www.moa.gov.cn/hdllm/zbft/hyyyzyglzdgg/xgxw/201612/t20161223 5416274 .htm.
% These are: JBIER [Ministry of Finance], {SAAEIREIFBHAGEIREN MBI R SEEIE) ME (2015]
977 =) [Circular concerning the Issuance of the Measures on the Management of the Vessel Decommissioning and
Standardization Subsidy (MOF Circular Cai Jian No. 977 of 2015)], 9 November 2015,
https://www.waizi.org.cn/law/9636.html; BB [Ministry of Finance], {IHBEBXET (ALARIREIFEFALEER
BAHBAESEENE) BHFTEH) (WE (2016) 418 5) [Supplementary Circular concerning the
Measures on the Management of the Vessel Decommissioning and Standardization Subsidy (MOF Circular Cai Jian
No. 418 of 2016)], 18 June 2016, https://www.waizi.org.cn/law/11945.html.
¥ I IRE WM BUT [Guangdong Province Department of Financel, 5 78 W % /& -SHFATIR E R EE R 7MY 25 08
EriEa (ZEi T (2018] 313 £) [Notice on the Fisheries Development and Vessel Decommissioning and
Renovation Subsidy Accounting (Guangdong Finance [2018] no. 313)], 8 January 2019,
http://czt.gd.gov.cn/tzgg/content/post_1055372. html.
0 IFBLER [Ministry of Finance), 7 72X 2019 38 ) % & SAGATIR K Vi BEE Fr A1) 35 & T B HIB A, T
(2019]) 175 & [Notice on the Issuance of the 2019 Fisheries Development, Vessel Decommissioning and
Renovation Subsidy Fund Budget, MOF (2019) No. 175], 14 April 2019,
http://jjs.mof.gov.cn/zxzyzf/cbbfcjhcxbzhbt/201904/t20190428 3236216.htm.
1 Ibid., see second attachment on the website.

o2 TFBCER [Ministry of Financel, X7 724 2019 75,8 W X E-SHFAHIRE T EE T (B R BATEE =) #EIZ LR
Erngaig i (2019] 31 5) [Notice on the Issuance of the 2019 Fisheries Development, Vessel

Decommissioning and Renovation (Fishermen and Vessel Transition) Subsidy Fund Budget, MOF (2019) No. 31],
30 April 2019, http://jjs.mof.gov.cn/zxzyzf/cbbfcjhcxbzhbt/201904/t20190430 3238522.htm.
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received funding of CNY 7.998 billion each year in 2018 and 2017. Two of these programs are
for Fisheries Development—the construction of fishery equipment and facilities (such as
artificial reefs, deep-water aquaculture cages, and public projects in offshore fishing bases); and
the conservation and utilization of international fishery resources. The third is Vessel
Decommissioning and Renovation—reducing the number of fishing vessels and transitioning
fishermen out of the industry; scrapping, dismantling, and renovating fishing vessels. Another
CNY 1.5 billion was devoted to a fourth program, the reduction of marine fishing vessels and
transitioning fishermen out of the industry (Fishermen Vessel Reduction and Industry
Transition). The fifth program, which seems to be an addition to the Vessel Decommissioning
and Renovation program—the decommissioning and renovation of seagoing transport vessels
ahead of schedule, the dismantling of inland vessels, and the renovation and building of new
model vessels—was funded at CNY 132.41 million and CNY 75.70 million for 2018 and 2017,
respectively.”

An academic source states that there are nine types of STPs from the central government for the
fishing industry.®* These programs include: (1) reduction and industry transition for marine
fishing vessels (G& ¥ 335 AL RALEE 72); (2) construction of artificial reefs (A T & #EER);
(3) construction of wind- and wave-resistant deep-water aquaculture bellows (37 XRR7/K F75E
X F8); (4) renovation of domestic fishing vessels (E A EALE #H0iE); (5) construction of
public facilities such as fishing harbors and beacons (j&EfFrZEF /A L1%iE); (6) construction of
navigational and safety equipment for marine fishing vessels G BB S 5L EZEIR);
(7) renovation and construction of distant water fishing vessels (I ;¥ &L 5 T 201E); (8)
construction of distant water fishing bases (i ;¥ 78 M E b EZ1&% #Mb); and (9) exploitation of
international fisheries resources ([E Fri@ M R IBE T & F H4ME). Were we to slot these into the
three main subcomponent programs described above, Fisheries Development would be
composed of programs (2) and (3) for aquaculture, and programs (5), (6), (8) and (9) for marine
capture. Vessel Decommissioning and Renovation would include programs (4) is dedicated to
domestic fisheries and (7) for DWF vessels. Fishermen Vessel Reduction and Operation
Conversion would consist of program (1). Programs (7), (8), and (9) are dedicated to DWF. The
way in which subsidy information for DWF enterprises is disclosed on the websites of local
governments seems to indicate that central-government subsidies to the DWF industry are
limited to STP programs (7), (8), and (9).>> The central government subsidies to the DWF
enterprises are neither directly related to catch volumes nor to the amount of fuel consumed.

93 China WTO Notification Document G/SCM/N/343/CHN.

M IR, ZER 1L [Wang Bo, Li Maohua], “S& NN #MEBUERIAE T EEZ 57X [Reflection and Suggestions on
the Adjustment of Fuel Price Subsidy Policy for the Fisheries Industry]”, 277K/~ [China Fisheries], 2018, 10:
34-38.

% thE % #+M [China Rural News], & AT %ML 2R &M FFBUSR [Fisheries Fuel Subsidies Comprehensive
Support Policy], 23 April 2020,

http://journal.crnews.net/nmwz/2020n/2020nd5q/zccs/133667 20200423123636.html.
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3.2.2a Vessel Decommissioning and Renovation Subsidy

The MOF reports that the Fisheries Development and Vessel Decommissioning Subsidy for the
subprograms Fishing Vessel Disposal, Renovation and Fisheries Equipment Construction totaled
CNY 6.153 billion in 2019, with CNY 2.5 billion and CNY 3.65 billion for the domestic and
DWEF sectors, respectively (see Table 1).° The MOA has also stated that DWF subsidies total
approximately 4.0 billion CNY each year.”” According to the definitions provided by the WTO,
these amounts include not just the vessel decommissioning and renovation program, but also the
fisheries equipment construction program. The fisheries equipment construction program
includes funding for artificial reefs, deep-water aquaculture cages, and public projects in offshore
fishing bases.

%0 T BER [Ministry of Finance], /B ABHK T~ & 2019 B X /& -SATAGIR B REE 5T 71 B 22 £ TR B HIE AT
(Jg#Z (2019) 175 ) [Ministry of Finance Notification on the 2019 Fisheries Development and Vessel
Decommissioning and Renovation Subsidy Budget Estimates (Finance [2019] no. 175)], 14 April 2019,
http://jjs.mof.gov.cn/zxzyzf/cbbfcjhcxbzhbt/201904/t20190428 3236216.htm; I ELER [Ministry of Finance], /&
BB T T2 2018 8 W) X SR SHEARR KV AEE 3T #1552 THE HIBA] (T (2018] 297 £) [Ministry of
Finance Notification on the 2018 Fisheries Development and Vessel Decommissioning and Renovation Subsidy
Budget Estimates (Finance [2018] No. 297], 19 June 2018,
http://jjs.mof.gov.cn/zxzyzf/cbbfcjhcxbzhbt/201807/t20180710_2954868.htm.

97 R Ml 4 #1&F [Ministry of Agriculture and Rural Affairs], 2019 FEE BN BN E X BURIEHE [2019 National
Policy Measures to Strengthen, Benefit, and Enrich Agriculture], 19 June 2019,
http://www.moa.gov.cn/gk/zcjd/201906/t20190619 _6317976.htm.
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Table 1: 2019 Fisheries Development and Vessel Decommissioning Subsidy, Portion for
Fishing Vessel Disposal, Renovation and Fisheries Equipment Construction

2019 Fif v &% R SARARR R B EH MR E
CRMRRERE. EFMBETalEEHRER RS MRER

2019 Fisheries Development and Vessel Decommissioning Subsidy (For Fishing Vessel
Disposal, Renovation and Fisheries Equipment Construction)

Unit: RMB

R (41) Area | &t Tow | EIPEL IRk | DWRasthof
JE 5 Beijing 5,440,000 0 5,440,000 100%
%32 Tianjin 11,600,000 | 360,000 11,240,000 97%
St Hebei 130,520,000 | 98,640,000 31,880,000 24%
i7 57 Liaoning 206,690,000 | 121,250,000 85,440,000 41%
A% Dalian 442,560,000 | 135,460,000 307,100,000 | 69%
K Jilin 8,000,000 8,000,000 0 0%
fgfgjiang 8,000,000 8,000,000 0 0%
_F3#8 Shanghai 125,190,000 | 550,000 124,640,000 | 100%
ST Jiangsu 145,720,000 | 126,240,000 19,480,000 13%
75T Zhejiang 1,259,750,000 | 184,550,000 1,075,200,000 | 85%
523% Ningbo 121,790,000 | 82,750,000 39,040,000 32%
¥8 2 Fujian 1,086,090,000 | 390,580,000 695,510,000 | 64%
B[] Xiamen 48,120,000 | 3,600,000 44,520,000 93%
ST Jiangxi 16,000,000 | 16,000,000 0 0%
II < Shandong 1,077,100,000 | 358,330,000 718,770,000 | 67%
=3 Qingdao 402,370,000 | 112,280,000 290,090,000 | 72%
317 Hunan 24,000,000 | 24,000,000 0 0%
I~ 7% Guangdong 542,370,000 | 494,850,000 47,520,000 9%
%1l Shenzhen 118,580,000 |0 118,580,000 | 100%
I~ Guangxi 166,740,000 | 130,770,000 35,970,000 22%
#§7 Hainan 174,050,000 | 174,050,000 0 0%
91| Sichuan 8,000,000 8,000,000 0 0%
%7 Yunnan 16,000,000 | 16,000,000 0 0%
B Shaanxi 8,000,000 8,000,000 0 0%
43t Total 6,152,680,000 | 2,502,260,000 3,650,420,000 | 59%
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To calculate the portion of the subsidy that was only for domestic vessel decommissioning and
renovation, we subtracted CNY 1.21 billion for inland fishing ports and CNY 605 million for
marine ranching (both of which were described in the GTP section above) to get CNY 687.26
billion.

The CNY 3.65 billion for DWF includes both the vessel decommissioning and renovation
program and the DWF bases program, so we estimated the portion for DWF vessel
decommissioning and renovation based on the information we have.

The central-government subsidies for the renovation and construction of DWF vessels depend on
the fishing vessel gear and physical parameters. In 2016, the then-MOA issued a key document
detailing subsidy standards for DWF-related programs.®® The notice mandates that central-
government subsidies for vessel renovation and construction should not exceed 30 percent of the
total cost of the renovation or construction (after exclusion of costs associated with imported
equipment), and should not exceed the upper limit of the subsidy, whichever comes first, with
the upper limit per vessel depending on the fishing type, length, and gross tonnage of the vessel,
totally 19 categories (see Tables 2a and 2b). Newly built professional Antarctic krill fishing and
processing vessels command the highest maximum allowable amount at CNY 150 million per
vessel, followed by rebuilt professional Antarctic krill fishing and processing vessels with a
maximum allowable amount of CNY 30 million. Tuna purse seiners also have a maximum
allowable amount of CNY 30 million. The smallest maximum allowable amount, CNY 2.4
million, goes to three types of vessels: steel tuna longliners weighing 200 tons with a length of
30 meters or more; professional squid jigging vessels weighing 450 tons with a length of 45
meters or more; and other fishing vessels operating in the EEZs of other countries and weighing
200 tons with a length of 30 meters or more. Thus, the DWF vessel decommissioning and
renovation subsidy total depends on the vessel composition of the fleet, however we do not have
that breakdown.

% RAVERIATT [Ministry of Agriculture General Office], 2 W EB7 AT 56 FE1 2 784 8 W 1 FMNECK 1852 SE ity
TTERIBL (K708 (2016] 43 £) [Ministry of Agriculture General Office Notice on the Implementation Plan
for Adjusting Fuel Subsidies to Distant Water Fisheries (MOA Fisheries (2016) No. 43)], 20 July 2016.
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Table 2a: Upper Limits for Vessel Renovation and Construction Subsidies per DWF Vessel
by Vessel Type (in Chinese)

s | g I%%f_é%éﬁz %Eﬂ%@iﬂﬁé
(BEEAL, AR) (B T/Ag)
1 EXion=cRea i 1500 2 0E B A 65 KA E 3000
2 BNRSCE TR 500 20 B AR 40 KX E 1000
3 e | HENSRE TR 250 20 B AR 30 KX & 300
4 FER MRS B IEE IR 400 20 B AR 40 KX E 280
5 MRS B IEE IR 200 20 B AR 30 KX E 240
6 IR 1400 20 BAR 65 KX L 1200
7 T & & AR 1200 20k B A 65 KX E 1000
8 Tl | TV EEFINR 900 Mg AR 55 KX E 800
9 I % b it £ AR 500 20 ELARC 50 KU E 350
10 T & & AR 450 20 BARK 45 KU E 240
11 WERIE | NERE MR 1500 ZME B AR 55 KX E 650
12 P S A IR AR 3 R0 v A 300 Z0E B AR 30 KX E 450
13 P ERENER (RE=AEN) 400 20 BARK 45 KX E 350
14 HEed e 200 20 B AR 30 KX E 240
15 4000 FME HAR 100 KX E | 1800
16 T8 b H B AR 3000 Z0E 5 AR 85 KU 1200
17 2000 &M B AR 70 KX E 800
18 T\ E R B I TAR GE) 7000 Z0EH AR 100 K £ | 15000
19 T\ E R B I TAR (B0E) 4000 = Mg B AR 90 K IX E 3000
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Table 2b: Upper Limits for Vessel Renovation and Construction Subsidies per DWF Vessel
by Vessel Type (English Translation)

Main parameters Maximum
Serial (Gross tonnage, vessel length) allowable amount
number Vessel type of subsidies (RMB
10,000 /vessel)
1 Tuna purse seiner 1,500 tons with a length of 65 3,000
meters or more
2 Ultra-low temperature tuna 500 tons with a length of 40 meters | 1,000
longliner or more
3 Fiberglass tuna longliner 250 tons with a length of 30 meters | 300
. or more
Tuna longliner ) .
4 Steel tuna longliner 400 tons with a length of 40 meters | 280
or more
5 Steel tuna longliner 200 tons with a length of 30 meters | 240
or more
6 Saury fishing vessel 1,400 tons with a length of 65 1,200
meters or more
7 Professional squid jigging 1,200 tons with a length of 65 1000
vessel meters or more
8 ) Professional squid jigging 900 tons with a length of 55 meters | 800
Professional vessel or more
squid jigging ; P )
9 vessel Professional squid jigging 500 tons with a length of 50 meters | 350
vessel or more
10 Professional squid jigging 450 tons with a length of 45 meters | 240
vessel or more
11 Double-deck Double-deck trawler 1,500 tons with a length of 55 650
trawler meters or more
12 Double-deck trawler 300 tons with a length of 30 meters | 450
or more
13 purse seiner (without “triangular tiger seine™’ ) 400 tons with a length of 45 meters | 350
operating for pelagic fish (7 _I /2 £ 2§) or more
14 Other fishing vessels in the EEZs of other 200 tons with a length of 30 meters | 240
countries or more
15 4,000 tons with a length of 100 1,800
meters or more
16 Auxiliary vessels for DWF 3,000 gross tons with a length of 85 | 1,200
meters or more
17 2,000 tons with a length of 70 800
meters or more
18 Professional Antarctic krill fishing and processing | 7,000 tons with a length of 100 1,5000
vessel (newly built) meters or more
19 Professional Antarctic krill fishing and processing | 4,000 tons with a length of 90 3,000
vessel (rebuilt) meters or more

% This is the literal translation for “=

=

FE M, which is not a formal Chinese term. The formal term is “EAfii 5 &

[E| ™, which may be translated as “single-vessel bag seine.” % &8 JMAT [MOA General Office], = l3&“=
FAEM e EIE T {ERYIESN [Notice on the Strengthening of “Triangular Tiger Seine” Management Work], 25
August 2014, http://www.moa.gov.cn/govpublic/YYJ/201501/t20150120 4341921.htm.
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Thus, in order to estimate the DWF vessel decommissioning and renovation program, we
calculate the average subsidy per vessel. Putuo District in Zhoushan City, Zhejiang Province,
received CNY 228 million for the renovation of 34 DWF vessels in 2016; CNY 180 million for
28 DWF vessels in 2018; and CNY 96 million for the renovation of 16 distant-water squid
vessels in 2019.1%° Fuzhou, Fujian Province, received a total of CNY 320 million in central
government subsidies in 2019 for the renovation of 67 DWF vessels, which averages out to CNY
4.78 million per vessel.!°! Averaging these amounts works out to approximately CNY 5.684
million per vessel.!%? During the 13th Five-Year Plan (2016-2020), MARA renovated 679 DWF
vessels.!® Assuming that these vessels were uniformly distributed across the five years, 136
vessels (=679/5) were renovated in 2019.!%4 Using the average subsidy rate of CNY 5.684
million per vessel, the 136 DWF vessels are estimated to have received CNY 772.99 million in
total.

Thus, the subsidy for Vessel Decommissioning and Renovation provides an estimated CNY 688
million for the domestic sector and 773 million for the DWF fishing sector, for a total of CNY
1.46 billion.

100 31115 A RIBLFF [Zhoushan City People’s Government], 3B X 3k A SO B AL B SR £ 2.28 12T
[Putuo District Receives Central Government Distant Water Fishing Vessel Renovation and Construction Funding
of 228 Million Yuan], 27 September 2016, http://www.zhoushan.gov.cn/art/2016/9/27/art_1276170_4863431.html;
LR X ZXBUF /A ZE [Putuo District Committee District Government Office], I X Ix; ¥ B E FHXETM BB
Fk i S B 1.87 12T [Our District DWF Vessel Renovation and Construction Program Receives Another 187
Million Yuan in Central Government Subsidies], 5 November 2018,
http://www.putuo.gov.cn/art/2018/11/5/art_1416233 23125134.html; #3113 Bt X A B BUFF [Zhoushan Putuo
District People’s Government], 3£ FE X /&% 58\ /5 2019 £ 58 & T EEALIE R [Putuo District Ocean and
Fisheries Bureau Key Work Completed in 2019], 20 January 2020,
http://www.putuo.gov.cn/art/2020/1/20/art_1443499 41772951 .html.

01§85 [SOA] M IEF 58 G 2019 £ TIERELE K 2020 £ TS [Fuzhou City Ocean and Fisheries
Bureau 2019 Work Summary and 2020 Work Line of Thinking], 24 March 2020,
http://hyj.fuzhou.gov.cn/zz/zwgk/ghjh_3376/202004/t20200416 3249667 .htm.

102 The Zhoushan average was CNY 6.46 million per vessel.

0 LS AR | SIS R 0 B R R R AUSICH (13" Five-Year Plan” Fisheries
Highlights Serial | The Pace of Transformation and Upgrading Increased, the High-Quality Development of
Fisheries Achieved Substantial Results], 8 December 2020,

http://www.yyj.moa.gov.cn/gzdt/202012/t20201208 6357773.htm.

104 Subsidies are provided in installments across multiple years once renovation has commenced (“Sc 2 f5%h. IZE
& 33 > #E3% 1), providing further rationale for dividing the total by five years, see ¢ MV K #1328 /3A T [MARA
General Office], X TEC &% 2018 FAMIREFBIMEENL (T8 N) HBRELMTIERNRHMN
[Notice on the Implementation of the 2018 Vessel Decommissioning and Standardization (Distant-Water Fishing)
Subsidy Fund], 20 September 2018, http://www.moa.gov.cn/nybgb/2018/201809/201810/t20181023 6161297.htm.
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3.2.2b Fisheries Development &\ % f&

Fisheries development includes two main programs: construction of fisheries equipment and
facilities, and utilization of international fisheries resources. The estimate for Fisheries
Development is CNY 5.645 billion.

i. Construction of Fisheries Equipment and Facilities 3/ 3 1% fE &%

This category includes programs mainly for domestic fisheries, including aquaculture. Programs
include CNY 1.21 billion for inland fishing ports, and CNY 605 million for marine ranching.

Subsidies for marine ranching (;&;¥%1%) in 2019 are not directly reported, but can be
estimated. In 2017, the MOA reported that by 2016 China had invested approximately CNY 5.58
billion on marine ranching.!%> A news story reported that by 2020 China had invested more than
CNY 8 billion on marine ranching.!’ Therefore, over the four-year period 2017-2020, China
invested approximately CNY 2.42 billion (CNY 8 billion - CNY 5.58 billion) for marine
ranching. Assuming that this amount was equally allocated each year, we estimate that the
expenditure in 2019 was CNY 605 million (= CNY 2.42 billion / 4). The CNY 605 million for
marine ranching is provided through STPs. The funding is provided at the national level and
under supervision of the central government.

ii. DWF Base Construction 7t 5¥ &\ B it

In July 2016, a policy issued by the MOF announced the allowance of the vessel
decommissioning and standardization subsidy to support the domestic and overseas construction
of DWF bases when the “projects are for public benefit” (/A% 411 B ), in addition to the
existing programs on the “renovation and construction of DWF fishing vessels” and
“development and utilization of international fisheries resources.”!” The subsidy for

19 RAVER [MOA), XFE1% (Ea RAFH G5B XKE R (2017-2025 7)) B984], K% (2017) 39 &
[Notice on the Release of the National-Level Marine Ranching Demonstration Site Building Plan (2017-2025),
Fisheries (2017) No. 39], 31 October 2017,

http://www.gov.cn/gongbao/content/2018/content 5277757 .htm.

1% % R AR [Farmer Daily News], {258 278 % WM& PE ANANC—KE BV 5 R IFR 18 [Fishing
Moratorium Coverage Puts Fish Enhancement and Conservation into People’s Hearts—China’s Fisheries and
Resource Protection Coordination], 23 July 2021, http://www.shuichanl.com/gnsc/440.html.

"7 I AR [Ministry of Financel, EAX T (AEAR KT REFIAG A AL # BI R & B EEINZ) HIRN T BAL
(Jg# (2016] 418 ) [Supplementary Circular concerning the Measures on the Management of Subsidy Funds
for Scrapping and Dismantling Vessels and Ship Type Standardization (MOF Circular Cai Jian No. 418 of 2016)],
18 June 2016,

https://www.waizi.org.cn/law/11945.html. Although the supplementary notice does not elaborate on the definition of
/AN #5 M I B, this term may be defined as projects that are intended to provide public services, such as infrastructure,
to all stakeholders for the DWF base. Our interpretation is based on the context of the policy as well as related
reports about the use of the term in China’s fishery industry. For example, one government document considers the
breakwater, revetment, and wharf of a fishing port as “public benefit infrastructure” (/2 25 4 B ), see 7 0 X
B3 [Gangkou District Government Office], 170 /#2535 X 7=\ I B [Qishayu Port Economic Zone
Industrial Program], 7 January 2019, http://www.fcgs.gov.cn/zxzx/zsyz/zsxm/201901/t20190107_73357.html.
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construction of DWF bases is in line with China’s goal of consolidating the DWF supply chain
as stated in the 13" Five-Year Plan for Fisheries, linking production to processing and logistics,
including through the construction of integrated fishing bases and reinforced logistical support
capability.!% For DWF base construction, the notice stipulates that central government subsidies
should not exceed 30 percent of the total investment that the Chinese DWF enterprise will make
for the public welfare part of the base, and should not exceed CNY 50 million per base,
whichever comes first.

We estimate the amount provided toward DWF base construction to be CNY 2.877 billion. We
subtracted the amount provided for DWF vessel decommissioning and renovation (CNY 773
million) from the total amount provided to DWF vessel decommissioning, renovation and
fisheries equipment and facilities (CNY 3.65 billion), as discussed above.

iii. Utilization of International Fishery Resources [E 5@\ % B EZFH

As mentioned above, in April 2016, China’s MOF, MOT, MOA, and SFA announced that
beginning in 2015, DWF fuel subsidies would also be a part of the vessel decommissioning and
standardization subsidy.!? The program for utilization of international fisheries resources
appears to be the way in which fuel subsidies are provided to the DWF industry.

For a given vessel, the product of its engine power x number of days eligible for subsidies x a
daily subsidy coefficient provides a “per-vessel subsidy base” (EAL%MNBIEEL) in tons of fuel
consumed. Vessel power is specified on the vessel certificate but within an upper limit. The
number of eligible days for subsidies is defined as the monitored number of days in operation or

N—

the effective number of days in operation as confirmed by the MOA’s DWF program (< M ZBizx
SEE VI B #IA YA 2K £, whichever is smaller. The subsidy coefficient takes on one of
four different values (0.00492, 0.00369, 0.00328, and 0.00246) depending on the type of fishing
(see Table 3). These coefficients refer to the amount of fuel consumed in tons over 24 hours per
1 kW of engine power.''° By multiplying the subsidy base per vessel by a unit subsidy (i.e.,
subsidy per ton of fuel consumed), one can calculate the subsidies to a single vessel for

1% RAVEB [MOA], R EXFENR (£EBEWVERET=DHFEMN) HIBH [MOA Announcement of the
“National Fisheries 13™ Five-Year Plan], 31 December 2016,
http://www.moa.gov.cn/nybgb/2017/derq/201712/120171227_6131208.htm; [l [Ministry of Agriculture],
AT P ) e AR [ Thirteenth Five” National Distant Water Fishing Development Plan], 21
December 2017, http://www.moa.gov.cn/gk/ghjh 1/201712/t20171227 6128624.htm.

109 THIBIER . RiBizkep. KRN EB. EZ M E [MOF, MOT, MOA, State Forestry Administration], & F52 4
F&E. HEE. ZHEEW. BN ETWmNAIGEEAEA (JE& (2016] 133 5) [Notice on the Policies
of Adjusting Fuel Subsidies for the Industries of Rural Passenger Transport, Taxi, Distant Water Fishing, and
Forestry (Cai Jian (2016) No. 133)], 13 April 2016,
http://xxgk.mot.gov.cn/2020/jigou/cwsjs/202006/t20200623 3310613.html.

110 The fuel consumption rate of a single domestic fishery vessel on average is set to 0.000205 ton/kW -hour,
equivalent to 0.00492 ton/kW-day, which is similar to the daily coefficients in Table 1 (for DWF vessels).

This explanation can be found (implicitly) in & /38 [2015] 65 =
(http://www.ceiuo.com/zjlz/xwzx/tzgg/202010/P020201023342247716022.pdf
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exploiting international fishery resources. The subsidy per ton of fuel consumed varied by year,
which was CNY 1331 in 2018; CNY 1331 in 2019; and CNY 1064.6 in 2020.!!!

The subsidy base (#MBIFE %) for DWF companies is not disclosed to the public. Therefore, we

use the reported catch tonnage and the approximate subsidies per ton of catch to estimate the
subsidies for utilization of international fishery resource.!!? The subsidy rate in practice is
averaged from the annual reports of publicly listed DWF enterprises. SKMIC’s 2019 report
states that the company captured 15,119,998 tons of fish and obtained CNY 66,809,700 in
subsidies for the utilization of international fisheries resources, equivalent to a subsidy rate of
CNY 441.9 per ton.!'* ZOFCO’s 2019 report states that the company captured 47,016 tons of
fish and obtained CNY 20,504,756.24 in subsidies for the utilization of international fisheries
resources, equivalent to a subsidy rate of CNY 436.1 per ton of catch.!!* Therefore, the average,
CNY 439 per ton of catch, is taken as the subsidy rate.!!> China produced 2,170,152 tons of
DWEF catch in 2019, so the total subsidy for the utilization of international fisheries resources is
estimated as CNY 953 million (=CNY 439 per ton % 2,170,152 tons of catch).

11 The first amount was calculated using the subsidies for single vessels and the subsidy base per vessel as disclosed
by the Wenling City municipal government in Zhejiang Province, T #8710 S 178\ BI85 [Bureau of City Ports
and Fisheries Management Bureau], X T RIS 7 2018 £ BT 38 A E Frof W F1RTT & A AN Bh 5 S U T xd
£ /A7~ [Announcement of Targets for the Wenling City 2018 DWF Vessel Subsidy for the Development and
Exploitation of International Fisheries Resources], 1 November 2019,

http://www.wl.gov.cn/art/2019/11/1/art_ 1574875 39687338.html?xxgkhide=1. The latter two amounts were
directly reported by the Liaoning Province Department of Agriculture and Rural Affairs, 2020 £\ & B SAEAA
WEREEH (ui¥al) #B81%£/A 7~ [Announcement on the 2020 Fisheries Development, Vessel
Decommissioning and Renovation (DWF) Subsidy Funding], 23 August 2020,
http://nync.In.gov.cn/tzgg/202007/t20200723 3912807 .html.

2Rk gmE [2016] 43 5.

13 el EREFRBERMNER/AS 2019 F£EE R % [Shanghai Kaichuang Marine Int’l Co., Ltd., 2019
Annual Report], 16 April 2020, https://pdf.dfcfw.com/pdf/H2 AN202004171378196746 1.pdf.

W1 REdhemEalVENaR/AS 2019 F£HEER 4 [Shandong Zhonglu Oceanic Fisheries Co., Ltd. 2019
Annual Report], March 2020, https://pdf.dfcfw.com/pdf/H2 _AN202003261376997274 1.pdf.

115 The 2019 report of another publicly listed company, CNFC Overseas Fisheries Co., Ltd. (COFC) shows a total
capture of 15,928 tons with CNY 63,181,000 in subsidies for utilization of international fisheries resources,
equivalent to CNY 3966.7 per ton, which is far greater than that of SKMIC and ZOFCO. The reason for this
abnormally high subsidy rate is unclear, though it may be because COFC is a flagship company, owned by the
central government rather than by a local government, and thus may be privileged with a higher subsidy rate.
Regardless, such a high subsidy rate is not typical for other Chinese DWF enterprises and we thus consider it to be
an outlier. F7K & AL ¥ RE PR /A E] [China Fisheries Group DWF Shares Co., Ltd.], 2019 fFFEFR & [2019
Annual Report], April 2020, http://quotes.money.163.com/f10/ggmx_000798 6019119.html.
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Table 3: & ¥ &AL E FriE IV 7R FF & F 4B & £ [Utilization of International Fisheries
Resources DWF Vessel Subsidy Coefficients]

e £V 2B Operation Type NBNEEL (H) Subsidy
Category Coefficient (per day)

REGEWINT., ABEMN. £ealM. &K | 0.00369
BEUESEETESRYN. BEasy. MITJBRKIR
¥

Large processing trawlers, high seas trawlers, tuna
purse seiners, ultra-low and low temperature tuna

long-liners, squid jiggers, saury nets

WiFt e, f EREN., KESeaESEY | 0.00328
EEZ trawlers, pelagic purse seiners, freezer tuna
long-liners

EEMEEM. AR, HE (&Y. 85, | 0.00246
RS, M%) | Uk AR B

El_]

EEZ fixed net, fishing gear (long-line hooks,
hooks, cup hooks, etc), lobster pots and other not

listed types
EREE IR EMN AT (M##Ed CCAMLR 24X | 0.00492
sl

Antarctic krill processing trawlers (limited to those
entering CCAMLR Convention Area)

Subsidies for utilization of international fisheries resources appear to constitute the predominant
proportion of the subsidies that DWF enterprises receive as a form of income (5 i 25 6 5% AY B
FFENB), given information in the annual reports of several large Chinese DWF enterprises.!'!¢ In
these reports, government subsidies to DWF enterprises are usually divided into two types, one
as a form of income (525 18 5 BUEBUFF4MBI) and the other as a form of assets (5% F=FH<HY
BURF#MNBJ). The latter refers to subsidies not directly used in calculation of profits (defined as
annual income minus annual costs) that enterprises earn in the year they received the subsidies,
for example the renovation and construction of fishing vessels. But not all subsidies for the
renovation and construction of fishing vessels are considered assets—if the subsidies are
provided only to compensate for expenses that have already been incurred by the enterprise for
the renovation or construction, they will be considered as a form of income.

16 s 5% B FFANBI 90 2K 54 11#81A [Classification and Accounting of Governmental Subsidies], 272 %
[Friends of Accounting], 2014, 57-59; IMEEBX FENAET (W STHENEE 16 S—BUFHN) AYBAD)
[Notice of the Ministry of Finance on Issuing the Revised “Accounting Standard No. 16 for Business Enterprises—
Governmental Subsidies], 10 May 2017, http://www.gov.cn/gongbao/content/2017/content 5237716.htm.
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The 2019 report from CNFC Overseas Fisheries Co., Ltd. (COFC; F/K&EFZ ¥ B IR /A 5
or F17K V) disclosed that the company received CNY 63,181,000 in subsidies for exploitation
of international fisheries resources as a form of income, and CNY 65,788,865 in total income-
related subsidies, with the former accounting for 96 percent of the latter.'!” Moreover, the
subsidies for exploitation of international fisheries resources received by COFC in 2019
exceeded the company’s profits of CNY 20.36 million, indicating that without the subsidies for
exploitation of international fisheries resources the company’s 2019 profits would have been
negative. The 2019 report from Shandong Zhonglu Oceanic Fisheries Co., Ltd (ZOFCO; LI ZRE
e EE R B BR/A E)) reported that subsidies for exploitation of international fisheries
resources accounted for 88 percent of total income-related subsidies (CNY 20,504,756 and CNY
23,209,608, respectively).!!® The 2019 report from Shanghai Kaichuang Marine Int’l Co., Ltd.
(SKMIC; B EIE RS FRIBERMDBBR/A S)) reported that subsidies for exploitation of
international fisheries resources were 89 percent of total income-related subsidies (CNY
66,809,700 and CNY 75,234,400, respectively).!!?

3.2.2¢ Fishermen Vessel Reduction and Industry Transition jf i @A %% ™=

The STP for Fishermen Vessel Reduction and Industry Transition was CNY 1.5 billion in 2019
(see section 3.1.3d).

117 Not all subsidies are actually obtained in the year they are reported. Some subsidies are guaranteed by the
government to be provided for the enterprise but at a later date, and such subsidies are referred to “deferred
subsidies.” Accordingly, the related income is referred to as “deferred income,” which is also disclosed in the
reports of DWF enterprises. The total income-related subsidies may include subsidies from subnational government
funding. For example, the 2019 report from Zhonglu Oceanic Fisheries Co., Ltd (ZOFCO; LI FR& P &ix¥&\ &
WEPFR/AE]) disclosed that the company received CNY 1,621,411 in subsidies for transporting tuna catch back to
China. This type of subsidy is listed in juxtaposition with the subsidy for the exploitation of international fisheries
resources, suggesting that it does not belong to this subsidy program. An earlier third-party audit report indicated
that subsidies for tuna transportation was provided by the Qingdao Municipal Bureau of Finance, the city in which
ZOFCO is headquartered, see L1 ZR& R &8 W HRA S, BHITRE, KIEHF [2019] 5 3-00024 =
[Shandong Zhonglu Oceanic Fisheries Co., Ltd., Audit Report, Daxing Verification (2019) No. 3-00024],
http://pdf.dfcfw.com/pdf/H2 AN201903071303728145 1.pdf; /K EFIZ M BRR/A S, 2019 FEEIRE
[CNFC Overseas Fisheries Co., Ltd. 2019 Annual Report],

https://pdf.dfcfw.com/pdf/H2 _AN202004091377847516_1.pdf.

8 | FmEdhem¥EaliENaR/AS 2019 F£HEER 4 [Shandong Zhonglu Oceanic Fisheries Co., Ltd. 2019
Annual Report], March 2020, https://pdf.dfcfw.com/pdf/H2 _AN202003261376997274 1.pdf.

19 el EREFRBERMNER/AS 2019 F£EE R % [Shanghai Kaichuang Marine Int’l Co., Ltd., 2019
Annual Report], 16 April 2020, https:/pdf.dfcfw.com/pdf/H2 AN202004171378196746 1.pdf.
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33 Guangdong Province Case Study

Over the five-year period between 2015 and 2019, the central government allotted CNY 17.58
billion, or CNY 3.516 billion each year, to Guangdong Province in the form of direct fisheries
subsidies, of which 80 percent was provided as a GTP (CNY 2.81 billion per year) and 20
percent was provided as an STP (CNY 703.25 million).!?°

At the provincial level, the GTP was divided into two portions. The first portion, referred to as
provincial-level planning (‘B %R % %) and accounting for 12 percent of the GTP, was used for
provincial expenditures, totaling CNY 1.6795 billion for five years (or CNY 335.9 million per
year).!?! Provincial-level expenditures supported nine programs: DWF (i ;¥\ ); information
technology for fisheries and fishery administration (j& \V ;&iB{Z B 1k); fishery law enforcement
equipment (& \V #;% %5 &); fishery insurance (Gl fRF&); fisheries breeding engineering (J&
Fhk T #2); fisheries resource survey and ecological environment monitoring GE M #RIAE S
A ZSIREE I55)); loan guarantee for fishing vessel renovation (% 5 # 5E Bk XS TER);
design of standard fishing vessel design (FrAEEAEIX1T); and strategy research and policy
promotion for fishery development (& W & RIS 52 S B3k & 5). For these programs, the
funding is directly allocated by the provincial government to specific project implementers, such
as a fisheries enterprise or a department directly affiliated with the provincial government.

The DWF portion of the GTP provincial-level expenditures was allotted CNY 800 million over
2015-2019 (or about CNY 160 million per year). These seven programs included: the building
and purchase of DWF vessels (CNY 93.6 million per year); fisheries access fees (N\&E %%, CNY
24 million per year); transportation of catch harvested by the Chinese fleet back to China (B
fa[0]iz 2%, CNY 23.2 million per year); exploration and implementation of new fisheries
programs (FF#A#FT I B, CNY 4.4 million per year); DWF base construction (CNY 5.2 million

per year); DWF talent training (CNY 2 million per year); and insurance for DWF vessels and
crew safety (CNY 7.6 million per year).

The second portion, referred to as local-level planning (#1754t %) and accounting for 88
percent, for a total of CNY 12.3855 billion over five years (CNY 2.477 billion per year), was
further sub-divided and transferred (/J3 T3X) to various local municipal governments, which
independently decide how to further allocate the funding among local stakeholders.!?? This local-
level GTP supported ten programs: fishing vessel fuel subsidies (JEAIH%M); fishing vessel
reduction and industry transition (J %% /=); fishing vessel renovation and construction (&AL
¥0iE); livelihood subsidies for fishermen during the fishing moratorium (L3FAEZEBR 4

20 g ¥ 58 WVE. T HRAMBUT [Guangdong Province Ocean and Fisheries Bureau and Guangdong
Province Finance Office], /7 & E A8 W # #5775 T8 W f 11 FMIGE R V5B S KT 7 3 (B8 (2016] 88
%) [Overall Implementation Plan of Guangdong Province for Adjusting the Oil Price Subsidy Policy for the
Domestic Capture Fisheries and Aquaculture (Guangdong Ocean and Fisheries [2016] No. 88], 29 June 2016,
http://www.gd.gov.cn/zwgk/wjk/zcfgk/content/post 2532397 . html.

121 bid.

122 bid.
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FEHE); fisheries resources protection and ecological recovery (3F A BBV T RFIFRES
{&%8); aquaculture infrastructure construction (7K/= 7z 5EE A& i Z1%); fishing port and public
facilities construction (VEBMTIR KX /A FEAIT i 2 1%); fishing safety equipment (b 225 3¢
& E1%); fishermen training for fisheries operation skills (FFR/ER (& RARER) £~
F8E329)I]); and fisheries law enforcement (FF & &MV 4 = # F E S8 4750).

The STP was intended to support fishermen vessel reduction and industry transition (& &M
&£ 7=) and fishing vessel renovation and construction (A5 #eiE). Guangdong’s plan did not

provide detailed information about the STP, though it is almost certainly a component of the
national fund for the 2019 Central Governmental Subsidies for Fisheries Development, Vessel
Decommissioning and Renovation, and Fishermen Vessel Reduction and Industry Transition

(2019 FARIE N & R SMAIREIF R EH X AR BME =R E).>

123 IR ABUT [Guangdong Province Department of Finance], 5 F T ik 2019 iV & B S AEAARIE TR
B aR BT EHRNASEEA, BfA (2019) 126 S [Notice on the Issuance of the 2019 Central
Government Fisheries Development and Vessel Decommissioning and Renovation and Fishermen Reduction and
Transition Subsidy Funding, Document (2019) No. 126], 28 June 2019,
http://czt.gd.gov.cn/tzgg/content/post_2526975.html.
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4 Provincial Subsidies

Funding that comes from the central government that is allocated to the provinces is sometimes
referred to as “EZR % %E" (“provincially coordinated allocation”).!?* Funding that comes from

provincial budgets is called “BRELEH L (“provincially supplemented funding”). This

section examines direct subsidies from provincial budgets that supplement central-government
funding.

4.1 Fisheries Insurance

Both the central and local governments provide subsidies for the insurance premiums for
coverage of personal injury and fishing vessels. The central government provides CNY 10
million per year, while the local government subsidies are far greater in amount though
considerable diversity exists among the provinces and localities. We estimate the total amount to
be CNY 1.0 billion.

China’s fishing industry relies on nonprofit mutual insurance because of the high-risk nature of
fishing operations.!?> While commercial insurance companies played a larger role in the 1980s,
they faced high claims and difficulties conducting on-site damage assessments in a timely
manner, and today only insure some large vessels over 250 horsepower and DWF vessels.!?6 In
1994, vessel owners formed a mutual insurance association, which became the “China Fishery
Mutual Insurance Association” (CFMIA, #1E &\ F {£14<) in 2007.'27 However,

participation in mutual insurance programs remained low because insurance premiums were
high, and the insurers sometimes were unable to pay for claims due to the financial burdens
arising from high loss ratios.!?® The pressure increased when China issued the “going out”
strategy, and when China began relying more heavily on fishermen to represent China’s
“maritime rights and interests” in competing for international fisheries resources and assisting
with maintaining or expanding maritime claims in disputed waters.!?

124 This term comes from the longer name, for example: “ #75J B 2017 £ 2016 F @V B IR 8 B E%b
B &% 42T 8" (emphasis added).
125 i E{RFE#R [China Insurance News], 18\ B BI{RFS AN P R BUR 22 4MESEE [Fisheries Mutual

Insurance to Be Included in Central Government Subsidy for Premiums], 12 March 2013,
http://www.shuichan.cc/news_view-123806.html.

120 ghgit, %5 [Sun Yingshi and Li Dongxiao], 5 TR 8 37 BUK 14 78 Ml AR B 1 B A9 BUK 321X [Suggestions
for Current Fishery Insurance System], #4738 W 2257% [ China Fisheries Economics], 2009, 1: 60-65.

127 th &=\ B £ 3< (China Fishery Mutual Insurance Association),
http://www.cfmi.org.cn/index.php?m=content&c=index&a=lists&catid=10. The original name was & [E ;&AL R
B {®tft% (China Fishing Vessel Owners Mutual Insurance Association).

128 2% 4% [Chen Shenwei] , EEEAN [Wang Xiaoli], 3k E &\ B B1{REEFT 52 453K [A Review of Chinese Fishery
Mutual Insurance Research], F1 [E&;¥ K FF3R (=R FAR) [Joumnal of Ocean University of China (Social
Sciences Edition)], 2017, 2: 67-70.

12 fihFR -, 2% [Sun Yingshi and Li Dongxiao], 5 FHEREEE 37 BUR 14 & W {RBS HI B A BUR 221X [Suggestions
for Current Fishery Insurance System], #4738 W 2257% [ China Fisheries Economics], 2009, 1: 60-65.
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In 2007, the MOA set a goal to increase membership in fisheries mutual insurance programs
nationwide by over 50 percent across three years, and called for support to be provided by all
levels of government.!3® A subsequent policy issued in 2008 announced nine regions selected to
receive in total CNY 10 million a year from the central government to offset the cost of
insurance premiums, covering 20 percent of the premiums for personal injury insurance for
marine fishermen and 25 percent of insurance premiums for marine fishing vessels.!3! Once this
central-level pilot project got underway, local governments also began providing subsidies for
fisheries mutual insurance, amounting to CNY 86.8 million in 2008.!*? Local government
subsidies rose to CNY 120 million in 2009, which was 12 times higher than the central
government subsidies.!** As China’s fisheries mutual insurance programs across the nation were
promoted, between 2007 and 2012 the number of both insured fishermen and fishing vessels
grew by 83 percent, and the insurance coverage limit for fishermen’s personal injury and fishing
vessels increased by 552 percent and 285 percent, respectively.!3*

Encouraged by the advances and facing an increasing demand for fisheries mutual insurance
because of the rapid expansion of China’s fishing industry, in 2012 the MOA issued a five-year
plan on the development of national fisheries mutual insurance.!*> One objective—among many
others—was to expand the broader program “Central Government Subsidies for Agricultural
Insurance Premiums” (40 SN BUA MV AR BS fR 22 M) to include nationwide subsidies for

fisheries insurance premiums. In 2013, a higher-level policy was issued calling for implementing

PO RV EB [Ministry of Agriculture], & WABX Fi# — 2 MALE W G B)Rf TTERIEA, KE% (2007] 41 &
[Ministry of Agriculture Notice on Further Promoting Work on Fisheries Mutual Insurance, MOA Fisheries (2007)
No. 41], 29 December 2007, http:/www.yyj.moa.gov.cn/zcjd/201904/t20190419 6196654.htm.

PRV EB [Ministry of Agriculture], 57 724 2008 258 W & B (Rf R IY BHR Z2 A i Aa T B 25 1B 4]
K% [2008] 78 £ [Notice on Allocating Central Governmental Funds as Subsidies for Implementation of
Fisheries Mutual Insurance in Pilot Regions in 2008, Agriculture Finance (2008) No. 78], 10 July 2008,
http://www.moa.gov.cn/govpublic/CWS/201006/t20100606 1533369.htm; # [E{R& % [China Insurance News],
“I& @\ B Bh{RBS 20\ BB S BU{R ZAMIESE FE [Fisheries Mutual Insurance to Be Included in Central Government
Subsidy for Premiums],” 12 March 2013, http://www.shuichan.cc/news_view-123806.html. The nine regions
consisted of two provinces—Jiangsu Province and Hainan Province; six cities in four provinces—Dalian (Liaoning
Province), Qingdao and Rizhao (Shandong Province), Fuzhou (Fujian Province), Dongguan and Jiangmen
(Guangdong Province); and one county—Daishan (Zhejiang Province). The regions were to receive insurance
premium subsidies for marine fishing vessels, except Daishan which would receive insurance premium subsidies for
marine fishermen’s personal injury.

132 h =\ B {#3% (China Fishery Mutual Insurance Association), “BA 5@ REBER—PE & FFH
% 15 £ & EAFEE [Dedicated to Fisheries and Serving Fishermen—Review of the 15-Year Development
History of the China Fishery Mutual Insurance Association],” #7/&. 7K/ [China Fisheries], 2009, 11: 81-85.

133 hE 5%/ [China Fisheries Mutual Insurance Association], “Xf#3%&  \ R S {REEE R A5 EH 2
[Thoughts on Building a Fisheries Risk Safeguard Institution and System],” 10 January 2014,
http://www.cfmi.org.cn/index.php?m=content&c=index&a=show&catid=30&id=34.

P i E{RBE R [China Insurance News], “¥ 78\ B BI{REE AN Hp R BUR 254 MESEE [Fisheries Mutual
Insurance to Be Included in Central Government Subsidy for Premiums],” 12 March 2013,
http://www.shuichan.cc/news_view-123806.html.

PRI AFTRTFENREE B BBIRE X BT "H "M% (20112015 ££) 9@ [Notice of the
National Fisheries Mutual Insurance Development 12th Five-Year Plan (2011-2015)], 20 August 2012,
http://www.moa.gov.cn/nybgb/2012/dbaq/201805/t20180516_6142262.htm.
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pilot projects to provide the fishing industry with insurance premium subsidies.!3® The
Agricultural Insurance Regulations, which entered into force in 2013, officially extended
agricultural subsidies to include insurance coverage of personal injury and fishing vessels.
However, it seems as though the objective of providing comprehensive nationwide insurance
premium subsidies at the central level was not achieved or was changed.!3®

137

Sub-central fisheries mutual insurance programs have continued. While nationwide statistical
data are unavailable, the ratio of local-to-central government subsidies is likely higher than it
was ten years ago, as evidenced by some provincial data. In 2019 and 2020, Fujian Province
provided CNY 51 million each year in subsidies to cover 30 percent of fisheries insurance
premiums.'3° Thus, Fujian’s provincial subsidies alone are 5.1 times as high as the total central
government subsidies. Zhejiang Province provides some data on the amounts of insurance
premium subsidies categorized by central-, provincial- and lower-level governments, with the
total sum increasing from 81.75 to 104.13 million from 2013 to 2017, and the provincial
government subsidies accounted for the dominant fraction (see Figure 1). Zhejiang’s sub-central
insurance subsidies were on average 28 to 44 times higher than central-level subsidies for this
five-year period. By 2015, some provinces were covering more than 60 percent of the insurance
premiums with government subsidies. '+

The National Fisheries Mutual Insurance Development 12th Five-Year Plan stated that total
amount of premiums (from both subsidies and the fisheries industry) for fisheries mutual
insurance was expected to reach CNY 2.0 billion by the end of 2015, and the latest data indicate

136 th 4t A g2 [CCP Central Committee and State Council], 13t 1 R [E & e 2 TN & BRIV Ll F—H 1m0
NEREINETEN, 2013 £ R—S3f (£3X) [CCP Central Committee and State Council Views on
Accelerating the Development of Modemizing Agriculture and Further Enhancing the Vitality of Rural
Development, 2013 Central Government Document No. 1 (Full Text)], 31 December 2012,
http://www.moa.gov.cn/ztzl/yhwj2013/zyw;j/201302/t20130201 3213480.htm.

137 [ %P [State Council], K M {RFE £ HIE SRS 629 5 [Agriculture Insurance Regulations, State Council
Order No. 629], 12 November 2012, http://www.gov.cn/zwgk/2012-11/16/content 2268392 .htm.

138 A key 2016 policy did not mention fisheries, see I BUE} [Ministry of Finance), /B &85 F % ( HRIH B
WIRE (RS B2 AN E TR E ) BB (J% (2016) 123 5) [Ministry of Finance Notice on “Central
Governmental Agricultural Insurance Premiums Subsidies Management Measures” (Finance (2016) No. 123], 19
December 2016, http://jrs.mof.gov.cn/zxzyz{/nybxbfbt/201801/t20180109_2793821.htm.

7 3@E A M BUT [Fujian Province Finance Office], X F-fil%HE 2020 578 v B BHREG BRIV BAMNER £ 1918
&0, @ +E (2019) 374 = [Notice on the Estimated Allocation for the 2020 Fisheries Mutual Insurance Provincial-
Level Subsidies Funding, Fujian Finance (2019) No. 374],
http://czt.fujian.gov.cn/zfxxgkzl/zfxxgkml/czzjgl/zjfpwj/202004/t20200413 5245891.htm; 18 & M BT [Fujian
Province Finance Office], FF L HE 2020 8 W T B (REz & RIFE M £ HIB A [EIG15 (2020) 427 &
[Notice on the Estimated Allocation for the 2020 Fisheries Mutual Insurance Provincial-Level Subsidies Funding,
Fujian Finance (2020) No. 427], 13 April 2020,

http://czt.fujian.gov.cn/zwgk/czzj/201904/t20190403 4856544 .htm; F74fiH $& [Shishi Daily News], &\ B R &%
T BUAMIGE 2B i34 B i [Fisheries Mutual Insurance Provincial Subsidies All Allocated in Advance], 15 October
2019, http://m.mnw.cn/shishi/news/2209299.html.

MO ST RER [Feng Nana), J& v B BIREE 21 £ Rt H78R*MZ 33 /27T [Fisheries Mutual Insurance Has
Compensated Fishermen CNY 3.3 Billion Over 21 Years], 11 December 2015,
http://www.cfmi.org.cn/index.php?m=content&c=index&a=show&catid=20&id=1771.
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that the total premium amount was CNY 2.015 billion in 2019.!#! Given that government
subsidies pay for at least 50 percent of the premiums, we estimate that government subsidies are
at least in CNY 1.0 billion on a national scale.

Figure 1: Zhejiang Fisheries Mutual Insurance Subsidies (in RMB 10,000), 2013-2017'4?
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Emcentral Mprovincial M municipal and lower

141 Notice of the National Fisheries Mutual Insurance Development 12th Five-Year Plan (2011-2015); E&EWH
{®1/1% (China Fishery Mutual Insurance Association), 2019,
http://www.cfmi.org.cn/index.php?m=content&c=index&a=lists&catid=141. This amount includes subsidies for
aquaculture insurance premiums, but aquaculture premiums are a small proportion of the total. In Fujian Province,
for example, aquaculture insurance premiums accounted for 8.5 percent of all fisheries insurance premiums, 3% 5%

[Zhang Jingwen], F &8\ B BH{RBE & IE KSR ENRAE 500 12T [Our Province’s Fisheries Mutual Insurance
Total Risk Coverage Exceeds 50 Billion Yuan), 182 & A RBUFF M [Fujian People’s Government Web], 1 January

2019, https://mip.chnlib.com/gov/2019-01/897441 .html.
142 Zhejiang Province Yearbook [H3T£F4], https://cyfd.cnki.com.cn/Article/N2019050085000603.htm. Data from

other years are not disclosed.
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4.2 Subsidies for DWF Catch Transport

Some local governments provide incentives for DWF enterprises to encourage the transportation
back to China of catch produced by the Chinese DWF fleet (3= [B] B #57K 7= f). We estimate that
the provinces spent about CNY 40 million on these programs.

The Laoshan District government, in Qingdao, Shandong Province, spent CNY 4.2249 million as
subsidies for tuna transportation in 2018.!* These subsidies were for the ultra-low-temperature
transport of tuna, and supported by special funding from Qingdao on DWF development.!* Data
show that the subsidy rate was CNY 1000 per ton of ultra-low-temperature tuna.!*> The tuna
subsidy rate of CNY 1000 per ton was established in 2012.146

The municipal government of Weihai, Shandong Province, provides CNY 200 per ton of low-
temperature tuna; CNY 30 per ton for squid and Antarctic krill; and CNY 50 per ton for other
types of species.!*’” The municipal government of Zhoushan, Zhejiang Province, provides CNY
300 per ton for chilled, ultra-low-temperature tuna; CNY 200 per ton for fish species in the EEZs
of other countries (33 ;¥ 14 £ 2£) and low-temperature tuna (bigeye, yellow fin, albacore); as well
as CNY 100 per ton for squid, bonito (42 ), Mahi-mahi (&£} ), and saury for DWF
enterprises registered in Zhoushan. DWF enterprises that are not registered in Zhoushan but land
in Zhoushan catch from the Chinese fishing fleet receive the same subsidies except for bonito,
Mabhi-mahi, and saury.!*® The Guangdong provincial government provides CNY 15,000 per ton
for air transportation of chilled fresh tuna and CNY 1000 per ton per landing of other DWF
species. '

B X #5558\ & [Laoshan District Ocean and Fisheries Bureau], 2018 £ ElF L Xi&5¥ 5@ FHER[ TR
& [2018 Laoshan District Ocean and Fisheries Bureau Final Accounting Document], 2018.

4 £ BHiE¥ 58\ S [Qingdao City Ocean and Fisheries Bureau], % F& 5 Th 2017 £ E ¥V A BTN
# 4 LHE/A 7R [Notice on the Qingdao City 2017 Arrangement of DWF Special Development Funds], 26 July 2018,
https://zyszhjha.com/n12479801/n12480082/180726145606856287.htm.

195 Ibid.

16 £ B A RBUFF [Qingdao Municipal Government], & TR ¥ &\ & R #I = I, [Opinions on Accelerating
the Development of Distant Water Fisheries], 26 December 2012,
http://www.qingdao.gov.cn/n172/m68422/n1527/n28172963/121226111617431256.html.

Y7 ghe™h A RBURF [Weihai Municipal Government], S 335i75%8 7= @ EIE 0 T [Support the Transport and
Processing of Distant Water Ocean Products], 19 April 2019,
http://www.weihai.gov.cn/art/2020/8/31/art_70899 447 html.

148 BRXHR [Chen Binna], B EEzX % . K=mINTHRE. BBOTFEWAFTFEE R AlzmFel,
—3%“4T "X 3& 7 [China-Harvested Catch Transport Easier, Seafood Processing Expands, DWF Talent
Recruitment Encouraged: Zhoushan DWF “Dividends” Are Back], #1L/B#FR [Zhoushan Evening News], 23
October 2020, http://dhnews.zjol.com.cn/xinwenzonglan/zhoushanxinwen/202010/t20201023 300403 1.shtml.

199 7o e\ % 4T [Guangdong Province Office of Agriculture and Rural Affairs], 56 FEJ%k 2020 £ REIT
EEVERERIE NERIRIEENEHE, BA N1t (2020) 24 5 [Notice Regarding the Issuance of the Entry
Application Guidelines for 2020 Guangdong DWF Development Projects, Guangdong Agriculture (2020) No. 24], 8
July 2020, http://www.jiangmen.gov.cn/jmnyj/attachment/0/139/139579/2094738.pdf.
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The highest amount of this subsidy includes CNY 2000 per ton for tuna landed in Rongcheng,
Shandong Province, which is home to China’s largest tuna processing base.!>° CNY 15,000 for
air transportation of chilled fresh tuna to Guangdong Province was also one of the highest
amounts.

To estimate DWF catch transport subsidies, because we do not have the species composition of
the transported DWF catch, we assume a subsidies rate of CNY 30 per ton, which was the lowest
of all reported rates. In 2019, 1,315,719 tons of DWF catch was transported back to China,
meaning total subsidies of CNY 39,471,570.'3!

150 5k 3% R 58 [Zhang Qi and Wu Siqiang), LI ZR& 5 A L F8 £ 12 F [Shandong Province Rongcheng
City DWF Fully Rises], & &)/ #& [China Fisheries News], 22 January 2018,
http://www.chinacoop.gov.cn/HTML/2018/01/22/129752.html; #5kK . 2253 [Lin Yongbo and Li Zhongyi], &
ExASOE N TR AT IER L™ [The Nation’s Largest Tuna Processing Base Has Been Officially Put into
Production in Rongcheng], B [E [ [China Net], 17 June 2013,

http://mews.12371.cn/2013/06/17/ARTI1371441668901989.shtml.
15U China Fishery Statistical Yearbook 2020.
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INDIRECT SUBSIDIES

While not direct payments from the government to enterprises, indirect subsidies such as tax
exemptions and preferential loans function as effective subsidies because they still distort the
profit calculations of fishing enterprises.!

5 Tax Exemptions

China’s tax exemptions include import tax exemptions on both catch and fishing equipment as
well as income tax exemptions. China’s tax exemptions are an issue more for the DWF industry
than the domestic capture industry. However aquaculture benefits from some tax exemptions as
well.

We calculate tax exemptions to be an effective subsidy amount of CNY 6.336 billion.
5.1 Catch Import Tax Exemption

The MOA and the General Administration of Customs (GAC) jointly issued a policy in 2000
stating that fish species (and processed products) caught by Chinese DWF enterprises operating
in the high seas or in the EEZs of other countries in accordance with related agreements would

not be subject to import taxes or the import value-added tax (VAT) when transported back to
China.'>?

We estimate the import tax exemption on catch to be CNY 2.805 billion for 2019. In 2019,
China’s DWF enterprises harvested 2.170 million tons valued at CNY 24.354 billion, equivalent
to CNY 11,222 per ton.!>* Thus, the 1.316 million tons of DWF catch shipped back to China in
2019 would be worth about CNY 14.765 billion and exempted at a rate of about 19 percent.

The 19 percent exemption rate is based on the sum of the import tariff rate plus the VAT rate,
which we estimated to range from 16 to 21 percent. Of the four major types of import tariff
currently used by China, China likely uses the most-favored-nation tariff (MFN tariff; &% 2 [E f
), which applies to imported goods that have China as the place of origin (JR~=F i AR it
MEE R Y3 O 554), as catch harvested by Chinese DWF enterprises is likely to be treated as

152 yan Beers, Cees, Bergh, Jeroen C. J. M. van den Moor, André de and Oosterhuis, Frans, “Determining the
environmental effects of indirect subsidies: integrated method and application to the Netherlands,” Applied
Economics, November 2007, Vol. 39 Issue 19, p2465-2482.

3 g B8, N3P [The MOA and the General Administration of Customs (GAC)], /X 228, N IEBETED
& mF s NViEE B HEK R AERNETEEINE) B (F [2000] 260 =) [Interim
Management Measures on the Non-Taxation of Fishery Species Caught and Brought back by Distant-water Fishing
Enterprises (2000, No. 260)], 22 June 2000, https://www.customslawyer.cn/portal/fgk/detail/id/31523.html. This
policy is still in effect, as evidenced by a MARA announcement citing this policy, see <\ ZL 48R [MARA], 7k
LATER T HATIA 2020 FEEE/\Hiz¥ 8 VIR B A918 %1 [MARA Notice Recognizing the 2020 Eighth Batch of
Approved DWF Projects], 14 October 2020,
http://www.moa.gov.cn/nybgb/2020/202011/202012/420201220 6358467 .htm.

154 China Fishery Statistical Yearbook 2020.
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though harvested in China’s waters when estimating the tariff exemption.!>> The current MFN
tariff imposed by Chinese customs for fish species ranges from 7 to 12 percent, depending on the
species.!® The import VAT has decreased from 11 percent in July 2017 to 10 percent in May
2018, and has been 9 percent since 1 April 2019.1%7

We then confirmed this range and created an average using provincial reports. The Customs
Office in Hangzhou, Zhejiang Province, exempted CNY 110 million worth of import taxes for
imported DWF products valued at CNY 560 million since the outbreak of the pandemic COVID-
19, which implies that the rate of exempted import tax is 19.6 percent.!*® The Customs Office of
Qingdao, Shandong Province, exempted CNY 280 million worth of import taxes for imported
DWEF products valued at CNY 1.49 billion from January to April 2020, which implies an
exemption rate of 18.8 percent.!>® In Guangdong Province, Zhanjiang Customs Office exempted
CNY 2.36 million for imported DWF products worth CNY 12.85 million between January and
April 2020, which implies an exemption rate of 18.4 percent.!®® Given the similarity of the three
rates and assuming that the three provinces of Shandong, Zhejiang, and Guangdong—situated
along the northern, central, and southern coast—are reasonably representative, we averaged the
three rates to obtain a rate of 18.9 percent for the import tax exemption on catch from China’s
DWEF enterprises.

155 The other tariffs are the conventional tariff ({3 EFiEK), preferential tariff ($FEFi ), and general tariff (L BHL
#). The MFN tariff applies to more nations/regions than the conventional or preferential tariffs do, while the latter

two apply to a limited number of specific nations/regions. The general tariff is imposed on goods with an unknown
place of origin or from nations/regions that are not on the list for the other three types of import tariffs, but imported
fisheries products reported by Chinese DWF enterprises to the GAC have a known place of origin, as their fisheries
operations are approved by the MARA, see [E &5t % FiFi | Z= Fi< [State Council Customs Tax Tax Regulations
Commission], A4 A B $£F0[E 33 £ O F5 )] 2020 [PRC Import Export Tax Regulations 2020],

http://gss.mof.gov.cn/gzdt/zhengcefabu/201912/P020191230547817604455.pdf.
156 Ibid.

BT I BER . 552 R [Ministry of Finance and GAC], X T FBERMEA RBRAEM (MH (2017] 37
=) [Notice on Policies Related to the Simplification of the Value-Added Tax Rate (MoF and GAC (2017) No. 37],
28 April 2017, http://www.chinatax.gov.cn/n810341/n810755/c2590976/content.html; I EER. TS EE
[Ministry of Finance and GAC], F155/2#& 2018 [Tax Administration Report 2018], 4 April 2018,
http://www.chinatax.gov.cn/n810341/n810765/n3359382/n3359454/c3545207/content.html; H424E [China New
Today], IEEFHNEMANHE | F 16%IEE K 13% F 10%18FE 4 9% [VAT Reform Details Released! Previous
16% Adjusted to 13%, and Previous 10% Adjusted to 9%], 21 March 2019,
https://baijiahao.baidu.com/s?id=1628617466058321970&wfr=spider&for=pc.

158 T HE [Ma Muqing], FTMERBIEF B “E3# 07 AR EFER 1.1 {27t [Hangzhou Customs Allows
Enterprises to Reduce Tariffs by CNY 110 Million on DWF “Re-Imports™], 5257/ #73T [China New Net Zhejiang],
10 March 2020, http://www.zj.chinanews.com/jzkzj/2020-03-10/detail-ifzufups9225420.shtml.

199 58 . X|WIAN [Gao Yong and Liu Lili], LI ZRIE¥ /K= R FHEESE & AL [Shandong DWF Catch
Import Tax Exemption is Nation’s Highest], & 5 &> [Qingdao Customs], 29 April 2020,
http://www.customs.gov.cn/qingdao_customs/406496/406497/3032109/index.html.

160 38 3= [Zhanjiang Customs News], JEST/@XB iniF B kR AR % Fizk 236 /77T [Zhanjiang Customs
Helps Distant Water Fisheries Development, Exempts Enterprises of 2.36 Million Yuan in Taxes], 24 April 2020,
http://gd.news.163.com/zhanjiang/20/0424/21/FB0Q6GPV04179HUO.html.
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5.2 Gear Import Tax Exemption

China had a policy to exempt the import value-added tax (VAT) on fishing gear for DWF
enterprises, which was effective for the first three years (1996—1998) of the 9th Five-Year Plan
(1996-2000).'6! The policy applied to the import of marine fishing vessels, turbines, deck
equipment, refrigeration equipment and other fishing equipment for use in their own operations
and that was unable to be produced in China. Because China’s manufacturing sector has grown,
and technical capabilities has increased, Chinese DWF enterprises likely purchase these
materials on the domestic market. Thus, exempted VAT on any imports of gear is likely to be
insignificant compare to other subsidy programs.

5.3  Income Tax Exemption

China began exempting DWF companies from paying corporate income tax in the mid-1990s.!62
More recently, the PRC Enterprise Income Tax Law mentions fisheries.!®* Article 86 of the
follow-on implementation regulations for the income tax law states that primary processing of
agricultural products (% = @4 H0 L, including fisheries products) and DWF catch (3% #57)
are 100 percent exempted from the enterprise income tax. For mariculture and freshwater
culture, the enterprise income tax can be exempted by 50 percent.'®* A 2008 circular specifies
the scope of primarily processed agricultural products that may be exempted from enterprise
income tax, including qualified aquatic animal products.!®® In 2011, the State Taxation
Administration (E Z&Kfi 55 2. /&) issued an announcement specifying that DWF enterprises with a

161 TR BER . EZR Fi 55 S/ [Ministry of Finance, Bureau of State Taxation], = FixiE@ il OBEFEER
{E 33 O IR BE{EF AYB AN [Notice of the Temporary Exemption of DWF Companies from Paying Value-Added
Tax on the Importation of Fishing Equipment (1997) No. 15], 23 January 1997, http://laws.66law.cn/law-7945.aspx.
12 P BER. Hi5 RS [Ministry of Finance and GAC], (X TEA R O B ARV TS Hic & A8
Y (HMFF [1997] 49 =) [Notice on Questions of Enterprise Income Tax Collection for State-owned
Agricultural Enterprises], 8 May 1997, https://www.shui5.cn/article/0a/17812.html.

163 th B FiF [PRC Central Government], £ A R 1A E W FFEFLE (2007) £FLHE /ST =5 [People’s
Republic of China Enterprise Income Tax Law (2007) Presidential Order No. 63], 16 March 2007,
http://www.gov.cn/flfg/2007-03/19/content 554243.htm.

The article 27 of this law mentions fisheries. China’s WTO notifications cite this as the basis for the income tax
exemption.

104 th LB FF [PRC Central Government], R4 A R HAE W FrERUA L RG] (2007) ESRLSE 512 5
[People’s Republic of China Enterprise Income Tax Law Implementation Regulations (2007) State Council Order
No. 512], 28 November 2007, http://www.gov.cn/zwgk/2007-12/11/content_830645.htm. China’s WTO
notifications also cite this document as a basis for the income tax exemption.

19 I BER [Ministry of Finance], ERHF BRAX TR B EX L WIEHRMEBRNL =R IERE (X
17) H9BHN (4% (2008) 149 S ) [MOF Circular Cai Shui No.149 of 2008],
http://www.chinatax.gov.cn/chinatax/n362/c4663/content.html. Another circular, cited by the WTO notifications,
provides a supplementary list of the agricultural products to the 2008 circular, but does not mention aquatic animal
products, see I BIER [Ministry of Finance], xR E 2 FHxTEX VSR ENR = RN ITIE XEH
RN FEIBA] (M 7F% [2011] 26 5 ) [State Taxation Administration Supplementary Notice on the Scope of
Agricultural Products and Relevant Initial Processing for which Enterprises Can Enjoy Tax Concessions, MOF
Circular Cai Shui No.26 of 2011], https://www.shui5.cn/article/86/49714.html.
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fishing permit from the MOA are exempted from corporate income tax on income from DWF
activities. %

We estimate the exempt corporate income tax (and thus effective subsidy) to be about CNY 3.5
billion. In 2019, China’s DWF catch of 2.17 tons was valued at CNY 24.354 billion.'¢’
Assuming the DWF catch is eventually completely sold on the market at what it is valued or
higher, this amount could be used as a stand-in for DWF revenue, though revenue may be higher
if the catch is processed prior to being sold. We assume that 42 percent of the revenue is
deductible for operating costs, and thus leaving CNY 14.125 billion as taxable income. The
enterprise income tax rate is 25 percent for most enterprises, a rate that has also been confirmed
by publicly listed Chinese DWF companies.!®® Thus, the exempted income tax would be 25
percent of 14.125 billion, or CNY 3.531 billion.!*

6. Policy Bank Support

The fishing industry also receives subsidies from China’s policy banks (B3R 4 £R47) in the form
of low-interest, long-term loans, though this support is not disclosed in any bank or government
reports, and little data is publicly available. While information about policy-bank loans to
domestic fisheries is scarce, we estimate policy-bank loans to the DWF sector to be CNY 2.7
billion for 2019, and that fishing enterprises save CNY 548 million in loan interest.

China’s policy banks are state-owned, state-funded banks directly under the leadership of the
State Council that operate in specific fields where they are directly or indirectly engaged in
policy-financing activities, serving as a macroeconomic management tool to promote the
implementation of the Chinese government’s socioeconomic policies.!’® China’s three policy
banks include the Export-Import Bank of China (EXIM Bank, A Ei# 4 A£R247); the China
Development Bank (CDB, E % & ££17); and the Agricultural Development Bank of China

(ADBC, R E R W & RERTT).

While there is no public systematic reporting of policy-bank loans, some anecdotal reports
indicate the kinds of projects funded by the banks. In 2013, the EXIM Bank signed a strategic
agreement with the China Overseas Fishery Association (COFA, F [Eiz ¥ & W 1<) and began

to provide policy-oriented financial support (B 38 4 < &t S #5) to the Chinese DWF industry,

19 E 5K Fi 55 25 [State Taxation Administration], 3k TSR ARHUA A 7 B £ W PRIGHCE B)REAY A 5, EIZK
MEBRAE 2011 F£5 48 S [Announcement on Income Tax Incentives for Enterprises Performing Agriculture,
Forestry, Animal Husbandry, and Fishery-related Activities, State Taxation Administration (2011) No. 48], 13
September 2011, http://www.chinatax.gov.cn/chinatax/n810341/n810765/n812156/201109/c1186245/content.html.
167 See China Fishery Statistical Yearbook 2020, page 46.

168 th4t \ R 4L F1E 1 AT 884 5% [China Enterprise Income Tax Law]. See also _F/8F SIE FR/EF R BERNE
BR/AE] 2019 FFFERE.

169 The tax would be more accurately calculated using taxable income, which is revenue minus deductible costs,
however, there is little data available about operating costs of DWF enterprises.

70 $RIN [Sohu], WITHFH“SRB” | — KRBURMRITH RFFBS T /255 R [The “Gold Rice Bowl” of Banks!
The Salary at the Three Large Policy Banks Is Higher Than That of Civil Servants], 26 September 2019,
https://www.sohu.com/a/343574070 120286828.
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mainly for the renovation of fishing vessels; construction of overseas fishing bases; and
construction of processing plants and logistics facilities in key coastal areas of China.!”! In 2016,
the CDB provided CNY 1.4 billion in loans to the Fuzhou Honglong Marine Fishing Company
(BN EZ R EFK=FR/AE)) to support vessel renovation and the purchase of new vessels.!”?
The Fujian-based Hongdong Fishing Company (724 &\ /A 5)) received a loan of CNY 400
million from the EXIM Bank in 2018 to support the construction of the company’s fishing base
in Mauritania, which has become China’s largest overseas DWF base.!”® In 2019, the ADBC
agreed to pr ovide a total of CNY 440 million in loans for the construction of Zhoushan National
Distant-water Fishing Base.!”* And in 2020, the EXIM Bank provided special loans as
emergency funds (N 2R £ TR FX) to DWF enterprises in Fujian Province that faced
logistical challenges due to COVID-19, with the first batch of funding amounting to CNY 1.5
billion.!”

Policy banks provide low-interest, long-term loans that cover up to 30 percent of the cost for the
renovation and construction of DWF fishing vessels. The Fujian-based Pingtan Marine
Enterprise (PME, ;&7 5C k), China’s second largest DWF enterprise, has explained that

when constructing a DWF vessel worth CNY 40 million, PME is able to not only receive central
government subsidies of CNY 12 million (30 percent of the vessel cost, the upper limit set for
these subsidies), but also get a low-interest loan of CNY 12 million from policy banks.!”® Thus,
the policy banks provide funds to match the central government subsidies at a ratio of 1:1. The
1:1 ratio is also substantiated by a news report that mentioned that the CDB or EXIM Bank will
provide loans to cover 30 percent of the costs associated with the renovation and construction of
DWF vessels.!”’

171 BXBEHE [Zhao Xiaohui], Fi E 7t i¥ 8 WS 353 B O R1TEUR M £ 5t % 5 [The Nation’s DWF Received EXIM
Bank Financing Support], 8 May 2013, http://www.cinic.org.cn/xw/zcdt/162987.html.

172 222238 [An Jiali], }8&: RITVRE LT m=/\E“E L5 [Fujian: Bank Services Advance, Light Up
Fujian’s “Blue Economy”], 15 January 2016, https://wap.stockstar.com/detail/MG2016011500002502.

21 L2 25554k 1E [21% Century Economic News], bR AT1T IFEME R KBRS, ... POEHETFEHAEXRK
£R 17 [Arctic Navigation, African Fishing, Bosnia-Herzegovena Electricity ... China’s Going Out Enterprises Are
All Backed by This Bank], 10 September 2019, http://finance.eastmoney.com/a/201909101234010084.html.

7 X F, SKkASR [Liu Qing and Zhang Nanmu], T AHLSMT 4.4 Z T FrEEE N ERRITF B Eith
[Zhejiang Zhoushan Gets 440 Million to Support the Nation’s First National-Level DWF Base], 25 August 2019,
http://www.adbc.com.cn/n5/n1021/c34964/content.html.

175 3@EE: 10 &IEHEe hiEsiE S B 8 T & 7 [Fujian: 10 Measures that Fully Promote Ocean and
Fisheries Enterprises to Resume Work and and Production], 29 February 2020,
https://finance.sina.com.cn/china/2020-02-29/doc- iimxyqu6666779 shtml.

176y S 4m b P A B A B W T — 5B g5 ¥ S0 (PME) SR E R4 [DWF Industry’s Davis Double Attack—
Pingtan Marine Enterprise (PME) In-Depth Report], 6 February 2017,

http://content.equisolve.net/ 13270112c9036b023e0901b4e63d43d2/ptmarine/db/124/1130/research_report _chinese
IR R %28PMEY%29 (R IR &+.pdf; BEEE [Kang Lul, SRR @ & S HEVEMA AR Z H FE
Z.1#% [Pingtan Marine Exclusive Response: Suspected Fraud and Human Trafficking Is Unfounded], f&iTLIHH 42
[Tencent Finance] 17 May 2017, https://www.zgbfxw.com/portal.php?mod=view&aid=89503.

77 K22 55 205, AT &Ik A [Long-term Financial Experience, Accepting City Fishing Talent], 7#fRZHEA
7% [Global Managers Website], 30 April 2015, http://www.ceconline.com/mycareer/ma/8800073971/02/.
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Chinese policy banks also provide loan-interest, long-term loans to support construction of DWF
bases. For example, China has provided Mauritania with low-interest, 20-year-long loans of $87
million for the construction of a new fishing port.!”® And the Rongcheng Oceans and Fisheries
Bureau, in Shandong Province, announced plans to accelerate the construction of fishing bases in
Ghana, Uruguay and Fiji, and to assist enterprises in securing low-interest loans from the CDB
and EXIM Bank.!” According to central government regulations, government subsidies will
cover up to 30 percent of the costs incurred by Chinese investors for public welfare-related items
in the construction of a DWF base.!8" Although the regulations do not indicate whether policy
banks match such funds, it is likely that the policy banks do match 30 percent of the costs or
more because the policy banks are tasked with the responsibility to assist the Chinese
government in implementing its major policies. '8!

Based on the 1:1 matching ratio, we assume that the policy-bank loans for DWF vessel
renovation/construction and base construction are approximately equivalent to the central
government subsidies for these activities, which are CNY 3.65 billion. Thus, CNY 3.65 billion is
taken to be the approximate amount of loans provided by the policy banks for the DWF sector in
2019.

The annual interest rates for policy bank loans may be as low as two to three percent while the
interest rates for commercial banks are usually around five percent.'®? Loans for vessel and
fishing base construction are likely to be middle term (more than one year and up to five years)
or long term (more than five years).!8? To estimate interest savings, we use an annual interest rate
of two percent for five years, which would mean CNY 547.5 million (CNY 3.65 billion x 5 years
X (5-2)/100 per year) is the amount that fishing enterprises would save in loan interest by
borrowing money from policy banks as opposed to commercial banks.

7. Discussion and Conclusion

We put the data into tabular format and categorized the marine capture programs based on
whether they were beneficial, ambiguous or harmful to sustainability (see Table 4 and Figure 2).
We found that 15 percent were beneficial, less than 1 percent were ambiguous, and 85 percent
were harmful to sustainability.

78 UCN E 5= %1 [UCN International Ocean News], R E#2t 8,700 TETTHNR, AEBERETERAT
s\ 7 O [China Supplies USD 87 Million Loan to Build a Large Fishing Port in Mauritania], 26 February 2020,
http://www.nbscxh.com/index.php?m=content&c=index&a=show&catid=30&id=8752.

179 25 pf i A RIBLFF [Rongcheng Municipal Government], 1178 5¥ 5 i\ B 7 2% [51 2 [a) & [Municipal Bureau of
Oceans and Fisheries on the Line Answering Questions], 8 May 2018,
http://www.rongcheng.gov.cn/art/2018/5/8/art_40577 1291680.html.

R JE [2016] 43 5.

181 Ao 42 ) # I8 [Hualv], BUSR MR {THY—HRER SE B HFLE [What Are the Usual Functions of the Policy Banks], 11
March 2020, https://www.66law.cn/laws/432610.aspx.

"> EAGEN [Shendai Net], BREE b 7 B [N B $: = RATHYRF 2 5F5K? [What Kinds of Enterprises Can Directly
Receive Low-Interest Loans from the Central Bank?], 28 October 2018, http://shendai.net/articles/620960.html.

183 F AW [Xicai Net], KEARREARR B % D F KEATFREABR £ A A& [Long-terms Loans Last How Many
Years, What Is the Appropriate Long-term Loan Length?], 5 July 2017, https://www.csai.cn/loan/1238332.html.
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Table 4: China Fisheries Subsidies, 2019

Year: 2019 Ambiguous
Unit: RMB

Expenditure

Totals Breakdown Breakdown Breakdown Breakdown

Direct Subsidies 21,307,956,728

Central idi :
efltra Government Subsidies (F1 S B fF 20,267,956,728
Xt B A BURA)

General Transfer Payments (GTP, 15
THREEFN—REERBIAHRSD) 11,662,580,000

Spent at Provincial and Municipal Levels 11,313,580,000
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Fishing Moratorium Subsidy ff#84hs | | | | | 33580000

Special Transfer Payments (STPs; F1 32
BB EME £)

8,605,376,728

Vessel Decommissioning and Renovation

EATRKIR R, ERUE

1,460,246,483
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Provincial Government Subsidies 1,040,000,000

Indirect Subsidies 6,883,500,000

Subtotal Direct 21,307,956,728
Direct in US$ 3,278,147,189
Subtotal Indirect 6,883,500,000
Indirect in US$ 1,059,000,000
Total 28,191,456,728
USS 4,337,147,189
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Figure 2: Proportions of Harmful and Beneficial Capture Subsidies

Figure 3: Domestic and DWF Shares of Capture Fisheries Subsidies

Domestic
58%
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Figure 4: Domestic and DWF Shares of Capture Fisheries Subsidies, with Breakdown of
Direct and Indirect Subsidies

DWEF Indirect
24%

Domestic

58%
DWF Direct

18%

China has decreased fisheries subsidy funding over the 13" Five-Year Plan, and appears to have
achieved the goal of decreasing fuel subsidies to 40 percent of official 2014 levels as intended.
However this decrease has been accompanied by a loss in transparency because line-items for
individual subsidy programs are now lumped into aggregate categories that include both harmful
and beneficial subsidies. The researchers were able to estimate the amounts for individual
subsidy programs, and found that harmful subsidies are still high, at 85 percent of total subsidies
provided to capture fisheries.

Harmful subsidies were disproportionately higher for DWF than for domestic capture fisheries.
Thus, China’s policies on DWF subsidies do not match that of domestic policies. While China
has made progress reducing domestic fisheries subsidies, the government is still capacity-
enhancing when it comes to DWF. Even though DWF catch accounted for only 22 percent of
China’s total catch from capture fisheries, DWF received 49 percent of China’s harmful
subsidies (or 42 percent of total subsidies) and none of the beneficial subsidies went toward the
DWEF industry.

Analysis of subsidies programs shows a clear connection to capacity and fishing effort. The top
three provincial recipients of the Vessel Decommissioning and Renovation subsidy happen to be
the top three producers of DWF catch. Zhejiang Province, which produced 442,155 tons of DWF
catch in 2019 (20 percent of China’s total DWF production) received 31 percent of the subsidies
that same year. Shandong Province, which produced 413,716 tons of DWF catch in 2019 (19
percent of China’s total DWF production) received 28 percent of the subsidies. Fujian Province,
which produced 516,508 tons in 2019 (24 percent of China’s total DWF production) received 20
percent of the subsidies. Fujian’s increase, from CNY 441.4 million in 2018 to CNY 740 in
2019, is likely due to the 2019 approval for the construction of China’s third national DWF base.
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Of subsidies for DWF, the subsidies that support high seas fishing were greater than those for
EEZ fishing. For 2019, the official number of DWF vessels was 2701, with 1589 high seas
vessels (58.8 percent) and 1112 EEZ vessels (41.2 percent). Based on these proportions,
approximately CNY 6.888 billion is supporting high seas fishing. At the same time, China’s high
seas vessels are larger than EEZ vessels. High seas fishing vessels have an average tonnage per
vessel of 762.4 tons while EEZ fishing vessels average 326.8 tons. According to vessel
inspection records, in August 2019, high seas vessels had a total gross tonnage of 1,107,000 and
EEZ vessels had a total gross tonnage of 351,000—meaning that 76 percent of the gross tonnage
was from high seas vessels. If subsidies are provided to the DWF fleet based on gross tonnage,
as much as CNY 9.026 billion could be going toward subsidies on the high seas.

Researchers found that subsidies for DWF bases were higher than expected, and three times
higher than the estimate for fuel subsidies to the DWF industry.

The analysis also shows that indirect subsidies such as tax exemptions and preferential loans
need to be accounted for. Virtually all of the indirect subsidies supported DWF, and indirect
subsidies contributed a higher share of DWF support than direct subsidies.

Finally, even though this study just focuses on China, clearer reporting is needed for all
countries. Developing a standardized reporting system for all countries would be helpful to
increase transparency and understanding of how much money is being provided to the fishing
industry in the form of subsidies.
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Supplementary Materials

Table S: Chinese Central Government Expenditures on Fisheries and Aquaculture in 2014

Year: 2014

Source: 2015 China Fisheries Yearbook

Expenditure

Totals

Unit: RMB

Central Government Expenditures ({1 B fF
X 9T BURN)

Basic Infrastructure

(BAERTE)

2,036,640,000

Breakdown

aquatic breeding farms

EP AR (R) Fimie)'™

100,000,000

epidemiology stations

(BRKEFN BN

fisheries administration (including fisheries
enforcement vessels)

CBETIE)®

400,000,000

fishing harbors
()™

400,000,000

protected areas/reserves

CKEFpIFRIP )™

36,620,000

administrative capacity building

(RERERENESHEN)

81,020,000

comprehensive agriculture development (3¢ \ £3

BIEIE)"

45,200,000

fishing vessel renovation

(B BAERAIE)

473,800,000

converting boats to homes

(AR A RER LEZETR)

500,000,000

Specialized financing programs

(MBI H)

988,490,000

Breakdown

134 For the construction of 44 breeding farms and 4 genetic breeding centers.
135 For the creation of 737 fisheries enforcement vessels, 7 fisheries resource survey vessels, and 2 fisheries

enforcement wharfs.

136 For the new construction of one central harbor and three top-tier harbors, and the continued construction of six

central harbors and four top-tier harbors.
137 For the establishment of 11 new projects.
138 For the creation of 35 new programs.

139 For nine provinces to build 23,836 homes and renovate 3102 homes.
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Ministry of Agriculture

(R AV ER) 388,490,000 | Breakdown
ecological protection (such as fishing reduction)

G FRRT) 2,860,000
statistics

OB Fit) 19,040,000
international communication and cooperation

(ERFRZRS & 1,800,000
wildlife species protection expenses

KEFENYTBRRPH) 4,000,000
disease monitoring and defense expenses (zh4)

EREENSHEES) 5,000,000
quality control systems

RFERRERELE) 32,500,000
fisheries administrative management (& B & IE) 98,890,000
fisheries production loss assistance

G & PR CRE) 43,000,000
pilot projects on fisheries insurance

OV BUR M RBSIH =) 10,000,000
fisheries assessment and exploratory catch (7%

B RIRIEE 5RIME) 72,100,000
fisheries breeding quality protection

Cfa MV ML RIRIP) 99,300,000
Central Government Budget Transfers

(PR BEEBHR T ETHS) 600,000,000 | Breakdown
seeding

(M FFIEIETUR) 309,000,000
building ranching areas

CBFBIIER) 91,000,000
standardization of healthy aquaculture

production (8 ARV R RFFIE) 200,000,000
Subtotal Central 3,025,130,000

Fuel Subsidies

CEAR SR )" 24,200,000,000

Total Central 27,225,130,000

190 This figure was not included in the yearbook, but came from [ IBIE} [Ministry of Finance] IHBIER. 7 N ZBEx
EEE BB ANEBIR A% T /E [Ministry of Finance and Ministry of Agriculture Jointly Carry Out Fisheries

Fuel Subsidy Adjustment Work], 9 July 2015,

http://www.mof.gov.cn/zhengwuxinxi/caizhengxinwen/201507/t20150709 1273697 .html.
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Table 6: Chinese Central Government Expenditures on Fisheries and Aquaculture in 2016

Year: 2016

Source: 2017 China Fisheries Yearbook

Expenditure

Totals

Unit: RMB

Central Government Expenditures ({1 B fF
X 9T BURN)

Basic Infrastructure

(BAERTE)

1,650,000,000

Breakdown

aquatic breeding farms

HFeFKTER (R) MRk

epidemiology stations

(BRKEF BRI

fisheries administration (including fisheries
enforcement vessels)

CBBTIE)

fishing harbors
&%)

protected areas/reserves

CREFHYRIPX)

administrative capacity building

(aERERENESHEN)

comprehensive agriculture development (3¢ \ 23

BIRIE)

fishing vessel renovation

(B BAERIE)

converting boats to homes

(MREAFBEREERETE)

rice fish integrated cultivation project (F58%5

aFIE)

48,000,000

Specialized financing programs

(M BURH)

1,107,000,000

Breakdown

Ministry of Agriculture
(RALER)

Breakdown

ecological protection (such as fishing reduction)

G FRRY)

statistics

G i)
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international communication and cooperation
EEFRZRS &1

wildlife species protection expenses

CKEEF LN YR BRIFH)

disease monitoring and defense expenses (zh4)
EEENSHEER)

quality control systems
RFEBRERELE)

fisheries administrative management (GBI & IE)

fisheries production loss assistance

G A FHRRHED)

pilot projects on fisheries insurance

CaWBURM R IHR)

850,000,000

fisheries assessment and exploratory catch (G&7¥

B FFRIRE SR

fisheries breeding quality protection

G TR RFRR )

Central Government Budget Transfers

(P RMBEEBH T LA E)

Breakdown

seeding

CE I ZRIESERUR)

400,000,000

building ranching areas

(BFHIHER)

standardization of healthy aquaculture

production (@M ARAEILEERIRIE)

Subtotal Central 2,757,000,000
Fuel Subsidies

(R AR SR MRy 2 ) 7,998,000,000
Total Central 10,755,000,000
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