
Fisheries 
 

(Paper drafted using contribution from Bord Iascaigh Mhara )

Introduction

This paper presents a vision for the seafood industry in 2020 and outlines the opportunities and challenges to be faced in pursuit of this vision. It begins with an overview of the industry including its strengths and weaknesses followed by a consideration of the potential for development, opportunities and impediments facing the sector.  It concludes with an outline of the strategic actions to be undertaken to enable the industry achieve the vision set out for 2020. 

The overall policy goal for fisheries and aquaculture will continue to be to support the sustainable development of the sector in order to maximise its contribution to jobs and growth in coastal communities and to the national economy. The key objectives underpinning this goal include: 

· increasing employment output value and exports 

· creating a sustainable and environmentally appropriate framework and critical mass for sectoral expansion 

· securing increased competitiveness through enhanced quality, value added, technology acquisition and diversification.

Overview of the Seafood Industry

The value of seafood sales in 2008, excluding landings by Irish vessels at foreign ports, amounted to €715 million comprised of €334 million in exports and €381 million in sales on the home market.     

The industry employs almost 11,000 in fishing, fish farming, processing and ancillary services, most significantly in Cork and Kerry (2,800), Donegal (2,700), Galway/ Mayo/ Sligo (2,400) and Wexford/Waterford (1,500) but also in clusters around the coastline.  At the end of 2008, the Irish fishing fleet consisted of 1914 vessels on which almost 5,000 fishermen were engaged. The seafood processing sector employs 2,870 in firms mainly located in coastal areas. 

Aquaculture Production at first point of sale is now in the region of €110 million. There are over 250 aquaculture operations, again mainly located around the coast producing finfish and shellfish species and the sector employs 1,980 every year. There are about 180 companies involved in seafood processing in Ireland employing 3,500.

Policy context

The policy context for the seafood industry will likely have evolved in many different ways before 2020 but the biggest change will be the new Common Fisheries Policy which will come into force in 2013. Discussion on the new CFP has already started since the European Commission published its Green Paper in April 2009.

In this Green Paper, the Commission identifies five structural deficiencies as the root causes of the “failures of the current CFP”:

· A deep-rooted problem of fleet overcapacity

· Imprecise policy objectives resulting in insufficient guidance for decisions and implementation

· A decision-making system that encourages short-term focus

· A framework that does not give sufficient responsibility to the industry

· Lack of political will to ensure compliance and poor compliance by the industry

We can expect that these issues will dominate discussions on the new CFP. 

State of fish stocks: In seafisheries, the state of fish stocks will be the biggest issue facing the sector in 2020. The scientific outlook is largely negative for most stocks although some improvements in key stocks of interest to Ireland have been seen in recent years. In 2002 the EU committed to the outcomes of the World Summit on Sustainable Development in Johannesburg which established a deadline of 2015 to reach a previously declared objective of attaining MSY and it is likely that the European Commission will continue with its policy of moving towards harvesting  stocks at MSY levels in the coming years.

Integrated maritime policy: In 2006, the European Commission adopted a Green Paper on a Future Maritime Policy for the European Union which was followed by the adoption of an integarted Maritime Policy in 2007. The Commisison has made this priority issue under the leadership of Commsison President Barrosso and have put in place dedicated resources for its implementataion. Its intention is to coordinate any policies which impact on the seas but its exact impact on fisheries remains to be seen.
Possible accession of Iceland to the EU: Iceland applied to join the EU in July 2009 and their application to begin negotiations was accepted by the European Council in the same month. The European Commission is currently preparing an opinion on issues around their accession negotiations. It is generally accepted that overall negotiations should not be particularly difficult as Iceland has already adopted almost 70% of existing Community legislation. The one exception is fisheries where fundamental policy differences exist between Iceland and the EU particularly on management of the resource and allocation of quotas. This will likely be priority issue for Iceland as fisheries account for approximately 40% of Iceland’s exports, and income from fisheries is worth more than €2,500 per person, which is 100 times more than the EU average. This could have significant impacts on the CFP and on the management of stocks in the North Atlantic which are hugely important to the Irish fleet. 
Price of Fuel: The spike in fuel prices in 2007 proved to be one of the biggest challenges facing the fishing sector in recent times. Fisheries is a fuel intensive industry consuming large quantities of oil and so is extremely sensitive to price volatility. The International Energy Agency recently predicted that “the output of conventional oil will peak in 2020 if oil demand grows on a business-as-usual basis
”. The implications of higher fuel prices will need to be considered in the 2020 Report particualrly from the point of view of decreasing dependency by the sector on oil, alternative sources of fuel etc. Howeve in the likely absence of viable alternatives by 2020, it could be argued that there could be potential benefits for the Irish seafood indutry in terms of increased landings by other EU MS fleets. Most commercial stocks in Ireland’s EEZ are shared with five other MS and in most cases an Irish port will be the closest point of landing for the catch. This will derive a requirement to have in place adequate infrastructure in the Fishery Harbour Centres to accommodate the large trawlers operating in our zone.

Decision-making and Governance: Regionalisation has been identified by the Commission as a possible means of improving the decision-making process going forward. This will move away from what some perceive as the EU’s current one-size-fits-all approach and will likely lead to greater cooperation between neighbouring MS. Similarly there will be developments in governance particularly on the role of stakeholders in either a greater advisory or management role through the existing Regional Advisory Councils. 
Strengths and Weaknesses of the Seafood Industry
The strengths and weaknesses of the seafood industry were considered in detail in Steering a New Course, the Report of the Seafood Industry Strategy Review Group which sets out a Strategy for a Restructured, Sustainable and Profitable Irish Seafood Industry 2007-2013.  (Cawley Report 2006) and are summarised below.  

Industry Strengths
· Using a renewable, highly prized and productive resource

· Buoyant demand for seafood in all markets

· > €700m in annual value

· c. 11,000 employed  – sustaining coastal communities

· Productive fishing grounds and good harbours

· Strong tradition of fishing and sea-faring built up over many generations

· Potential to provide sustainable source of seafood to meet growing demand
Industry Weaknesses

· Low investment in the areas of innovation, technology transfer and new product development

· 85% commodity traded

· Lack of commercial awareness of market opportunities throughout industry

· Industry populated by entrepreneurs rather than professional managers
· Low industry profitability 

· Lack of scale operators  – a fragmented processing sector consisting of 200 firms out of which 100 turnover  less than  €1 million

· Lack of ability to provide reliable supply to processing sector

· Imbalance between catching capacity and resource supply
Market Development

Demand for seafood continues to rise on international markets. The proportion of global fish production used for direct human consumption is now over 77% - a significant rise of the last decades, with consumption of fresh fish outstripping other fish products such as canned fish. The FAO has projected that fish consumption in the EU countries will rise by 9% between 2005 and 2030
 which is important as other EU countires represent a huge proportion of the market for Irish fish exports. Most of this increase will come through convenience and easy-to-prepare emals thus empahsising the importnace of added value of on primary fisheries products. The species consumed in 2030 will be the same as those consumed in 2005 since all of the important stocks of fish in the world are already exploited. Some marine species, such as cod or other demersals, may be produced by aquaculture but this is only a shift in the means of production, In short, any changes over the next 30 years in terms of species will be simply a case of change in market share. The FAO also predicts that in 2030, the ten main species chosen by consumers in the EU countries will be tuna, cod, salmon, shrimp, herring, hake, common squid, Alaska pollock, haddock and skipjack tuna. These species will see an increase of between 2 percent (hake) and 33 percent (Alaska pollock). Of these ten, salmon and shrimp will be the main two species produced by aquaculture, while the rest will largely remain wild species.

The average per capita consumption by the 28 countries (EU plus Norway) will move from 22 kg/caput/year in 1998 to 24 kg/caput/year in 2030. The two additional kilograms per capita signify that the net supply will have to increase by 1.6 million tonnes (Mt) (respectively 1.1 Mt for the 2 extra kilos per person and 550 000 tonnes due to the 22 million population growth over the period). Aquaculture growth will not be able to meet the increasing demand; therefore, imports are projected to rise to 11 Mt (+15 percent from 1998), increasing the dependency of Europe on the rest of the world for its fish and fish products

Within the EU there is an ever increasing reliance on imported products to satisfy a growing demand and the import dependency is currently estimated at 75%.  Demand on the domestic market is strong reflecting consumer awareness of the nutritional and health benefits associated with fish. 

Potential to add value at production stage.

Fish landed by Irish vessels at Irish ports is not differentiated and is competing with imports in the marketplace.   In European markets, products such as farmed pangasius from Vietnam is dominating supplies and competing with Irish landings of traditional species such as haddock, whiting and cod.   This situation offers the potential for improved returns to the producers by placing greater focus on quality, provenance and environmental sustainability through a range of measures focusing on labelling and market promotion of Irish caught or farmed product.   

Currently the sector is commodity driven with over 85% of production sold in its raw state. There is an opportunity to significantly enhance the seafood industry’s performance through market-led innovation and new product development.  This needs to be supported by a restructuring of the processing sector accompanied by a major performance uplift whereby seafood businesses with good potential are incentivised to consolidate long-term value creation. 

The National Seafood Programme 2007-2013 provides for a Step Up capital grant programme for seafood businesses with good potential to dove- tail with market lead innovation and added value opportunities. BIM’s Seafood Development Centre (SDC) will be the market focused gateway for providing services for commercially focused R&D /New Product Development.  The SDC will provide integrated support in the area of value added, skills enhancement and business development initiatives to the sector. 

 It is estimated that a 10% move from the 85% bulk and unprocessed nature of seafood exports to value added products would generate an additional €34 million in total exports per annum.

Potential for aquaculture production. 

It is widely acknowledged that world seafood demand is expected to continue growing at a pace which cannot be met by wild fishery products. This deficit will likely be met by aquaculture production and the Cawley Report recognised that the aquaculture sector offers substantial potential for increased production of seafood. Ireland’s total aquaculture production is currently fifth highest of the EU-27 member States and the FAO predicts that Ireland will see a 61% increase in aquaculture production by 2030 – the second highest level of all EU MS. This potential is reinforced by the fact that the Irish sector contributes just 38% of the value of total primary production while the world wide trend is close to half of all fish supplies come from aquaculture and that average worldwide growth in the sector is between 6-8% per annum
. It is possible, therefore, that farmed production may increase by 1 Mt by 2030, exceeding 2.1 Mt by 2015 and reaching 2.5 Mt in 2030 from current levels of 1.8mt in 2008. The recent decline of some of the major European stocks like cod will enhance the role the sector is currently facing challenges with European shellfish markets under pressure and continued resistance to the rebuilding of the finfish sector where production levels collapsed followed a period of dumping of salmon on the EU markets which was successfully addressed at EU level.   

The aquaculture sector offers sustainable opportunities for employment. The sector must be responsive and adaptable to consumer demands. An analysis of BIM production and employment survey data has shown that every additional 70 tonnes of finfish and shellfish produced generates one full time equivalent job. On this basis the incremental output projected in the National Seafood Programme 2007-2013 of 47,000 tonnes would directly generate 670 FTE jobs and using the ESRI multiplier for aquaculture, a further 845 jobs indirectly, resulting in a increase in 1500 jobs overall in the sector, significantly in the economically disadvantaged and remote coastal regions.  At present day prices, the incremental value at first point of sale of this increased production is approximately €160 million.

A further uplift of at least an additional  € 40 million will arise from simple value added activities to this raw material. The vast bulk of this output (circa 80%) is exported. Because it is a natural resource base activity, there are very small import costs associated with the sector so its value can be almost entirely set on the positive side of the trade balance.

Research will play an important role in aquaculture and there should be a focus in this research on areas such as new and market-friendly species and off-shore farming. Ireland should aim to be a leader in this area - Norway for example estimates that it will be producing 400,000t of farmed cod by 2015. While Ireland has successfully grown and developed an indigenous farmed cod broadstock, significant challenges remain in commercialising the activity successfully. 

Amongst the main challenges for aquaculture in the coming years are: 

· Limited access to space and licensing issues

· Industry fragmentation

· Limited access to credit for innovation in  a perceived “risky business”

· Pressure from low-cost imports

The sector also needs to consider its image as stakeholders in the marine environment and consideration should be given to initiatives such as a communications strategy.  

Opportunity – where the Sector should aim to be in 2020 

Profitability is the key to achieving the vision set out for 2020. The need to encourage consolidation in the sector has been recognized in the Cawley Report. This will lead to a sector comprised of a suitable mix of large-scale companies and small niche companies operating in an efficient and cost competitive manner.  This will be achieved by embracing new technology and enhancing skills and expertise, all of which will induce a culture of competitiveness, and innovation while positively impacting on value generation.  The sector also needs to secure more effective and efficient distribution solutions to facilitate direct access to retail foodservice and ingredient customers. 

One of the main routes to securing profitability is by differentiating Irish seafood products from those of competitor countries on home and overseas markets. The platform to develop this differentiation is the Quality Seafood Programme. By adhering to recognised standards and accredited certification of seafood, the sector will produce healthy and safe seafood of the highest quality, labelled to differentiate it through provenance and, accordingly, recognized as being produced in a responsible manner.

Innovation is also critical to securing the profitability of the sector through engendering the mindset to add value at every point in the supply chain on the route to market. The successful application of new technological methods at the level of production, whether from catch or harvest, will enhance competitiveness and advance development of the sector. The new BIM Seafood Development Centre, focused on innovation and new product development has been built to deliver on the Governments “Cawley” Seafood Development Strategy focused on moving away from undifferentiated commodity seafood production.

Marine Research

In 2007 the government launched Sea Change – A Marine Knowledge, Research and Innovation Strategy 2007-2013 to address the 2020 vision developed in the National Marine Foresight Exercise undertaken by the Marine Institute. Sea Change aims to bring about a transformation of the marine sector from a traditional one primarily associated with low value added food harvesting activities to one which is high value embracing knowledge intensive, commercial opportunities developed in a sustainable manner.  In the context of the bio-economy marine resources can be split into food and non food as follows: Food - inclusive of sea fisheries and aquaculture (finfish and shellfish) and Non Food – Pharmaceuticals, other chemicals and novel materials and a wide range of bio processing. 

Key factors that will shape future marine sector development include, scientific research capacity and infrastructure, the environment, competitiveness, global demand and the need for all firms to anticipate and become responsive to consumer preferences. Product, process and organisational innovation are highlighted as the means by which the competitiveness of sectors can be improved through the production of value added products and services.   

Investments in research over the last decade have brought about significant changes in the Irish marine research landscape; providing new and significantly strengthened research capacity, capabilities and infrastructures.  Since 2007, national and international commitments to R&D investment in marine research in support of the objectives in Sea Change has amounted to in excess of €100m (€48m of which has been committed under the Marine Research Sub-Programme of the NDP 2007-2013). 

The Marine Institute will continue to explore opportunities for Ireland in marine biotechnology. The commercial application for Ireland for such advancements are difficult to quantify at present but a focus on them will help to place Ireland at the forefront of their development.

Impediments which the sector must face in pursuing the vision:

· There is a serious lack of scale producers in seafood processing and the industry must  restructure and consolidate along the route to market.

· The industry faces strong competition from low cost third world imports in a number of seafood species and products.  

· All sectors of the industry need to focus on cost competitiveness. Major cost elements are energy and labour costs at production, processing and marketing stages and reducing them is key to competitiveness.

· The aquaculture sector is at risk from the incidence of disease outbreaks and closures of shellfish production bay areas arising from Biotoxin and naturally occurring algal blooms.  

· The sustainability of fish stocks, many of which are outside safe biological limits, is critical to the future of the industry. Responsible fishing, management and conservation are essential to the future viability of the sector. The primary sector is restricted by the historical low share of total allowable catch (TAC) in Irish fishing grounds.  These important matters will be considered in the Review of the Common Fisheries Policy, currently underway, and the outcome will influence the future of the sector
Strategic Action Required

In order to realize the vision of a profitable and sustainable seafood industry, it is imperative that  initiatives be undertaken in a number of key areas.  These include:    Business Development;  Innovation;  Technology Transfer;  Skills Enhancement and Environmental Sustainability.  The approach within each of these areas is presented in outline below.

1. Business Development

The aim is to encourage the sector in the process of consolidating the route to market,  moving more directly to market and where possible bypassing intermediaries in the chain.  The sector will be supported along new integrated structures based on four distinct product group categories namely;  Pelagic, Salmon, Whitefish and Shellfish.  

Companies will be assisted to build strong brands for their products and encouraged to differentiate Irish seafood against lower cost imports. A fundamental restructuring programme which will tackle the lack of profitability and poor market focus will be introduced to drive the achievement of a well organised, commercially fit processing and marketing sector. Voluntary labelling and certification schemes to help distinguish Irish produce will be considered using the model of such schemes in other parts of the food industry. 

2. Innovation

Adding value to seafood for retail and food service outlets needs to be cost competitive and sensitive to the current economic realities in the marketplace, rather than unduly aspiring to premium priced positioning.  Companies in the sector will also be encouraged to investigate possibilities of “lean manufacturing” to reduce costs. In the aquaculture sector, consideration must be given to development of new products and species where there are clear market opportunities. 

BIM will activate the services from the Seafood Development Centre; providing commercially focussed R & D and new product development initiatives to the industry. 

3. Technology Transfer

Producers will be assisted to diversify into new aquaculture species and production techniques and new technology will be introduced across the seafood industry to improve production efficiencies,  reduce costs and improve competitiveness.

4. Skills Development

Developing and enhancing the skills complement throughout the seafood sector will be of paramount importance in raising profitability and sustainability.  This will be achieved in the following manner:

· Upskill at production level through business training and mentoring programmes

· Boost industry management / competence through Graduate Placement Programmes (marketing, sales, quality and product development)

· Embed conservation / environmental technology in formal training courses for all industry sectors

· Embed a culture of safety in the seafood industry
5. Environmental Sustainability 

Critical to the future contribution of the sector to national and regional socio/economic development, environmental sustainability will be addressed in the following ways:

· By balancing environmental needs with market organisation

· Encouraging industry commitment to improved conservation practices and participation in conservation actions

· Embedding a coherent coastal zone management strategy

· Engendering a practice of pursuing environmentally sound, small scale fishing for high value local consumption

· Increasing environmentally sustainable production capacity to meet demand for seafood 

· Developing and implementing accredited Environmental Management Systems for aquaculture – in terms of its regulation and production methods.

Conclusion.

With the services and supports extended over the five areas outlined above, the seafood industry will be enabled to achieve its considerable potential to become the restructured, profitable and sustainable sector envisaged in the Cawley Strategy. Much effort and innovation will also be required on the part of the sector particularly in terms of market development, research, value added products and profitability. This will confirm its role and strategic importance to maintaining the social and economic fabric of the rural, coastal  regions of Ireland, through the provision of jobs, incomes and exports in a vibrant, natural resource based sector that generates well in excess of € 1 billion in output annually. 
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