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Introduction

Article 14(2) of Council Regulation No 3760/92 establishing a Community system for fisheries
and aquaculture' provides that the Commission shall present, by 31.12.2001 at the latest, a
report to the European Parliament and the Council on the implementation of that Regulation.

The Commission has dready issued two detailed reports on the implementation of Regulation
3760/92. The first report was issued in 1996, covering the years 1993-1995 2 wheress the
second report in 2000 reviewed the measures adopted during the years 1996-1998°.

The present report presents ageneral overview of the implementation of Regulation 3760/92, as
well as an overview of the mgor developments in the Common Fisheries Policy (CFP) sncethe
last reform in 1992,

Since 1992, the world of fisheries has witnessed many important changes and developments
both at the European and at the globd levd. Fisheries policy, and the CFP in paticular, is
required to address problems and look for solutions under conditions which are very different
from those of ten years ago.

For example, there is much greater awareness now of the environmenta dimension of fisheries.
Such awareness is expressed both in lega instruments (such as Article 6 of TEC, the Habitats
Directive, the Biodiversty Convention, etc) and through the development and application of
new concepts such as the precautionary approach or the ecosystem approach.

Moreover, the internationa lega dimension of fisheries has been sgnificantly developed through,
inter-alia, the entry into force of the UN Convention on the Law of the Ses, the adoption of the
UN Agreement on Straddling Fish Stocks and Highly Migratory Fish Stocks, the adoption of
the Code of Conduct for Responsble Fisheries and the on-going development of an
internationd jurigprudence on fisheries through the case law of the Internationa Tribuna for the
Law of the Sea.

The problems that the CFP is facing are in many respects smilar to what they were in 1992 but
snce they were not properly addressed they are more acute now such as stocks being outside
safe biologica limits and fleet over-capacity. The emergence of new fishing nations and market
globaisation threaten the competitiveness and the survival of many sectors of the European
fishing industry. The spectacular development of aguaculture has creasted new opportunities but
It has aso brought with it new challenges related to consumer and environmental protection.

The Community framework for fisheries and aquaculture was devised under a quite different
background than the one described above and therefore has not dways managed to provide
answers to the various chalenges that emerged during the last ten years. Stock conservation, for
example, has been a wesk point. The basic management tools were available but there was
insufficient politica will to make use of them despite the fact that the 1992 reform had enlarged

! OJL 389/1,31.12.92
2 COM(96) 363 fina, 22.07.1996.

¥ COM(2000) 15 final, 24.1.2000.



the panoply of avalable tools mainly through the possibility to adopt multi-annua frameworks
for management decisons and to link the conservation and the structural dimengions of the
CFP.

The reform debate provides an opportunity for the identification of the shortcomings of the
current system and for the adoption of the necessary reforms which will dlow the CFP to
address the chdlenges of the new millennium.

1. MANAGEMENT OF RESOURCESAND ENVIRONMENTAL ISSUES
1.1. Thenew management tools

Regulation No 3760/92 gtipulates the use of fishing effort management regimes as a means
to control exploitation rates and to link fleet policy with TACs and quotas. This, together
with the setting up of a multi-annua framework for decisions on management (objectives
and drategies), condtituted a novelty &t the time of adoption of this basic regulation.

Before a management system for fishing effort could be introduced, it was necessary to
define ingruments to limit access to fishing in genera and to certain fisheries in particular.
Thus rules on licences granting access to commercid fishing and on specid fishing permits
providing access to specific fisheries were adopted.*

The basis for fishing effort regimes were subsequently adopted for western Community
watersin the Atlantic® and a Similar gpproach was initiated for the Baltic See’.

The fishing effort regime applicable in Western waters had a triple objective. Thefirs was
the establishment of conditions alowing the full integration of Spain and Portugdl in the
generd arrangement of access to Community waters. Thiswas fully achieved.

*  Council Regulation (EC) No 3690/93 of 20 December 1993 establishing a Community system laying
down rules for the minimum information to be contained in fishing licences (OJNo L 341, 31.12.1993).

Council Regulation (EC) No 1627/94 of 27 June 1994 |laying down general provisions concerning special
fishing permits (OJNo L 171, 06.07.1994)

Council Regulation (EC) No 3317/94 of 22 December 1994 laying down general provisions concerning
the authorisation of fishing in the waters of a third country under a fisheries agreement (OJ No L 350,
31.12.1194)

®  Council Regulation (EC) No 685/95 of 27 March 1995 on the management of the fishing effort relating to
certain Community fishing areas and resources (OJNo L 71, 31.03.1995, p5).

Council Regulation (EC) No 2027/95 of 15 June 1995 establishing a fishing effort regime relating to
certain Community areas and resources (OJNo L 199, 08.08.1995, pl).

The system established was based on no increase in overall fishing-effort levels, full exploitation of
Member States' fishing opportunities and maintaining the existing balance in sensitive areas.

®  Council Regulation (EC) No 779/97 of 24 April 1997, establishing afishing effort regime in the Baltic Sea
(OJNoL 113, 30.04.1997, pl).



The second  objective was the fixing of fishing effort celings for the fisheries targeting
demersa species which should have dso contributed, in synergy with the TAC and quota
system, to a better conservation of fish stocks, especialy for multi-species fisheries. But
the finally agreed effort callings were only binding for Spain and since even these have not
been revised to compensate for efficiency gains, they became higher than was necessary
for the catching of quotas.

The third objective was the collection of necessary data for the further development of
input management regimes. This was true in the Atlantic both for demersa and pdagic
fisheries (Council Regulation No 2027/95) and later in the Bdtic (Council Regulation No
779/97, established within the framework of the integration of Sweden and Finland to the
CFP).

The implementation of arrangements for the communication of the deployed effort was
delayed in severd Member States and it has not worked in an efficient way. The necessity
to collect effort data remains both for enforcement purposes and for setting the basis of

future effort management regimes.

The failure to implement an efficient effort management scheme was due, inter-alia, to a
strong oppostion againg what was conddered as a duplication of instruments with
reference to TACs and quotas and to a lack of specific scientific advice establishing the
proper quantitative bass for effort reductions. These difficulties should not hide the fact
that gpart from single pecies fisheries no effective management can be achieved without
combining input with output management. Therefore, the debate on the role of effort
management schemes in the future should be reopened in the light of the experience
acquired since 1995.

As far as the multi-annud framework for decison-taking is concerned, the Council faled
to take a decison on the 1993 Commission proposa for management objectives and
drategies’. The proposa sought to lay down medium-term strategies for progressively
reducing fishing mortdity, while attempting to increase spawning biomass so thet it atains -
or to prevent it from faling below - a proposed lower limit. In order to limit variaions in
TACs, arule was suggested that involved reducing fishing mortaity preferably when there
was adequate recruitment into the fishery, so making it possible to avoid reducing TACs
or to reduce them only dightly.

The reasons behind the failure to adopt the proposa on medium-term strategies were the
fallowing:

— a thetime, the scientific advice did not provide any explicit and precise bases, officidly
approved by the authorised bodies, for laying down objectives and multi-annud
drategies,

— the industry had the impression that the gpproach proposed did not pay enough
atention to their concerns regarding wide variationsin TACs,

" Proposal for a Council Regulation fixing management objectives and strategies for certain fisheries or

groups of fisheriesfor the period 1994 to 1997 (COM(93) 663 find).
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— many feared that TACs were set automaticaly in a way tha prevented the Council
from taking action as the need arose.

Although the Commission did not renew its proposa in the coming years, some progress
has been achieved afterwardsin that:

— rules concerning year-to-year flexibility in quotas have become fully operative (Council
Regulation No 847/96°);

— MAGPs condtitute in themsalves a multi-annua approach to management, with specific
targets of reduction of explaitation rates, athough they have not been as ambitious as
the Commission had origindly proposed;

— midterm objectives in accordance with the precautionary approach have been
adopted and complied with for some stocks such as Atlanto-Scandian herring.

The need to lay down multi-annua procedures that take the precautionary approach into
account is now widey accepted. The Commission presented in December 2000 a
Communicetion to the Council and the European Parliament on the application of the
precautionary principle and the multiannual arrangements for setting TACs ° thus re-
opening the debate on the adoption of multiannual management frameworks to rationalise
the management process. Advances in scientific advice, especidly mid-term risk analyss
having facilitated setting mid-term objectives based on risk management and the
experience acquired, from the previous Commission proposd, on the dangers to be
avoided, make amultiannua gpproach more feasible.

1.2. TheTAC regime (Total Allowable Catches)

The Community continued to adopt annualy the regulations setting up, for most exploited
stocks, the TACs, the part of these corresponding to Member States and third countries,
and its dlocation to Member States in the form of fish quotas. Since 1996 the TAC regime
has undergone some important devel opments:

— a rdnforcement of the policy of reducing “paper fish'® (modly, for some
precautionary™* TACS);

— adoption of new TACs in internationa waters covered by regiond fisheries
management organisations (redfish, Atlanto-Scandian herring, bluefin tuna, svordfish);

10

11

OJL 115, 09.05.1996, p 3
COM(2000) 803 final.

Thisterm is applied to TACs and quotas which are well in excess of the real fishing possibilities and
have, therefore, little effect in limiting catch.

“Analytical” TACs are those set for stocks which are subject to afull scientific assessment followed by
acatch forecast under diverse management scenarios. Otherwise, the TACs are called “precautionary” .
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— adoption of new TACs in the North Sea in order to prevent expanson of fishing effort
on non-regulated species (sanded, some flatfish, sourdog, anglerfish and prawn);

— dlocation of quotas for some stocks subject to TAC, but not yet distributed among
Member States and therefore prone to overfishing (horse mackerel, North Sea blue
whiting, spret).

— sdting up rules for flexibility in the year-to-year management of quotas (Council
Regulation No 847/96).

This last Regulation deserves specid attention. Conferring the TAC and quota system with
a certain degree of flexibility was a main requirement of the renewed CFP of 1992, linked
to the setting up of objectives and Strategies on a multi-annua basis. As sad before, little
progress was achieved on the latter proposal, but the flexibility system is proving to be an
effective contribution to management of TACs and quotas. However, it should have better
be a complement to the multi-annua framework which needs to be implemented in the
future.

The annua pattern of the end-of-year negotiations to set the TACs for the year ahead has
been a dominant feature of resource conservation policy under the CFP. The inevitability
of this pattern has given rise to drawbacks that have worsened over the years.

— negotiations in the Council have regularly resulted in the postponement, mainly on
grounds of scientific uncertainty, of the stringent measures that are needed if stocks are
to recover. The annua repetition of this process can only make the Stuation worse. It
has resulted in a dilatory policy of stock management that has failed to safeguard or
restore fish stocks.

— thefixing of TACson an annua basis makes the adoption of medium-term perspectives
amost impossible. Moreover it does not dlow for the cregtion of the necessary links
between conservation policy and fleet policy which requires a medium-to long-term

perspective.

— theannud fixing of TACs and their sharp fluctuations from one year to another in some
cases has cregted many difficulties for the fishing indudtry in the programming of its
activities

The current pattern cannot be continued. The CFP needs to introduce multi-annua
decison-making mechanisms for TACs for dl stocks, focusng on the precautionary
gpproach, in order to avert the risks of crisis and aso to rationalise fisheries management,
as developed in the Commisson's Communication on the precautionary principle and
multi-annua arrangements™.

Globdly TACs and quotas have been an efficient tool for managing monospecific fisheries
when there is adequate scientific advice which is taken into account and when there is
srict enforcement. On the other hand multioecies fisheries (like most demersal fisheries)

12
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cannot be efficiently managed through TACs and quotas as is the case now especialy
when technicd measures are not properly designed and effectively implemented. The
recent cod and hake crigs perfectly illudtrate this analyss.

1.3. Technical measures

Following the geps initiated in 1996, a consolidetion of the key technicd measures
legidation (Council Regulation No 3094/86 of 7 October 1986) was carried out, resulting
in the adoption of Council Regulation No 894/97 of 29 April 1997*%. This contributed to
feclitating understanding and enforcement of the legidation, which had been dispersed
over many regulations.

At the same time, the process of revison of thislegidation continued and on 25 June 1996
the Commisson submitted its proposa for a new Council Regulation on technica
conservation messures. The basic principles of the new proposa were:

— harmonisation of mesh sizes over the whole of the area covered by the Regulation;
— dggnificant reduction of the amount of mandatory discarding;

— increase of sdectivity of fishing gears,

— gmplification of the rules, making them easier to monitor and control;

The Council formaly adopted, on 30 March 1998, Regulation No 850/98 “for the
conservation on fishery resources through technicd measures for the protection of
juveniles of marine organisms’™*. During 1999, two more Council Regulations added to
the sat of measures by solving certain technical details such as the setting up the rules
gpplicable when using nets of different mesh sizes during the same trip. The new legidative
framework became applicable on 1 January 2000.

Although the Council was not able to accept dl of the changes proposed by the
Commission, the new legd framework congtitutes some improvement of fishing practices,
in particular in respect of protection of young fish.

In early 1998 the debate on the Commission’s origind 1994 proposal for aban on the use
of drift nets was revived. In June 1998, after prolonged debate, the Council agreed on a
progressive drift net ban, which will come fully into effect as of 1 January 2002 (Council

Regulation No 1239/98 of 8 June 1998"). This world-wide ban for Community vessds
(except for the Baltic Sea) will have a mgor beneficid effect for the conservation of small

cetaceans and some species of fish. Up to 1 January 2002 the current maximum drift net

length of 2.5 km will remain in force.
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Dexiite dl efforts, the technicad measures regulations remain complex, difficult to
understand and to enforce. In some cases this is almost unavoidable because smpler rules
would be less adapted to specific cases. But biologicaly unjudtifiable geographica
disparities remain and the complexity of the current rules has resulted in unsatisfactory
compliance.

The recently revised Regulation has not been tested long enough to evauate its effects.
Much less ambitious than the Commission had proposed, the new Regulation can only
bring, a best, apartid remedy to existing problems. Much stronger measures are needed.

1.4. Theconservation of Baltic fishery resources

Council Regulation No 1866/86 laying down certan technicd measures for the
conservation of fishery resources in the waters of the Bdtic Sea, the Bdts and the Sund
was amended several times to incorporate technical rules adopted by the International
Bdtic Sea Fisheries Commisson (IBSFC). These rules concerned mostly seasond
closures to protect the stocks of cod and salmon and technica specifications of the fishing
gear (mesh sizes, escape windows in trawls) which are expected to contribute to the
rebuilding of Batic stocks. Subsequently, Regulation No 1866/86 was consolidated in
order to improve its clarity and enforcement. The new consolidated verson is Council
Regulation No 88/98 of 18 December 1997"°. There is awell established need to review
the technica rules for the Bdtic area but this process needs to take place within the
framework of the ISBFC.

Despite significant improvements much ill needs to be done. Cod and sdmon stocks
remain very fragile whereas severd herring and sprat stocks have suffered from a recent
dragtic increase in their exploitation rates.

15. Theconservation of Mediterranean fishery resour ces

Following extensve discussons in the early 1990's on the generd principles of a
conservaion and management policy specificaly for the Mediterranean, the Coundil
adopted Regulation (EC) No 1626/94 laying down certain technical measures for the
conservation of fishery resources in the Mediterranean’’.

A number of amendments have been introduced to that Regulation in order to implement
recommendations issued by the Internationd Commission for the Conservation of Atlantic
Tunas (ICCAT) for the management of bluefin tuna and swordfish. These concerned
minimum landing Sizes, seasond closures and redtrictions on the use of arcreft as an ad to
fishing operations.

As a conseguence of problems encountered in the enforcement of minimum landing Sizes
for cetan species, the Commission issued a proposd for amending Regulation No
1626/94 with the am of introducing progressve adaptation of fishing practices to
legidation (COM(96)128). Following a negative opinion by the European Parliament, the

16
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OJL 189, 22.07.1999, p 61

OJL 171, 6.7.1994,
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Council did not adopt the proposd. The problem of minimum landing sizes will dso need
to be dedlt with in the context of the General Fisheries Commission for the Mediterranean
(GFCM).

In 2000, the Council decided to prolong the derogations to Articles 3(1) and 6(1) of
Regulation No 1626/94 until 31 December 2002, subject to technica conditions
dleviating their impact on resources'®. The debate on the reform of the CFP should
provide a basis for a long-sanding solution to this and other problems of certain
Mediterranean fisheries.

Until now the technica measures Regulation for the Mediterranean has not been a success.
There may be a need to serioudy re-evauate mesh-gizes and landing Szes. Thereisdso a
need to consgder the introduction of an effort-control management scheme in the absence
of TACs. The current inability of the GFCM to adopt such a scheme for the whole area
should make the Community reflect on the initiatives that need to be taken on her part.

1.6. Environmental issues

In March 1997 a number of Member States and the Commission participated in the
Intermediate Ministerid Meeting on the Integration of Fisheries and Environmental Issues
in Bergen, Norway. This meeting took place in the framework of the North Sea
Conference and resulted in the adoption of a Statement of Conclusions.

The Commission produced in 1998 and in 1999 follow-up reports on the implementation
within the Community of the aforementioned Statement of Conclusions.

On 21 June 1998, the Council endorsed a Community Strategy on Biologica Diverdty
(COM(1998)42). The Strategy calls for the generation of sector-based Action Plans, the
subsequent implementation of which will achieve the biodiversity objectives defined in the
Strategy. With regard to the fisheries sector, the objectives of the Commission Biodiversty
Strategy are twofold:

— to consarve commercidly fished species of marine finfish, in order to achieve
sugtainability of stocks, fishing opportunities and food supply, and

— to reduce the impact of fishing and aguaculture operations on other components of the
ecosystem, i.e. non-target species (at dl taxonomic levels) and marine habitats.

In 1999, the Commission adopted a Communication on fisheries management and nature
consarvation in the marine environment where it identifies some priorities and implementing
measures that should benefit from increased co-ordination and coherence between
fisheries and environment policies and that will be complementary and even synergidtic to
the conservation of fish stocks and to the conservation of marine nature.™

18
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Council Regulation (EC) No 2550/2000 of 17 November 2000, OJL 292, 21.11.2000, p.7

COM/1999/0363 final.
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The forthcoming adoption of the Biodiversty Action Plan for fisheries and of the Strategy
for the integration of environmental congderations into the CFP should form a good bass
for discussion on the strengthening of the environmenta dimension of the CFP.

1.7. TheScentific, Technical and Economic Committee for Fisheries (STECF)

The Commission gave a new impetus to STECF by reinforcing its membership of qudified
experts in the fidds of fisheries economics and the environment. Following Article 16 of
Regulation No 3760/92, STECF was restructured in 1997 into four sub-groups, some of
them of a permanent nature, dedling with the annud review of stock Status, economic
assessments, environmental issues, and definition of research needs.

At the same time, STECF work was closdly linked to a number of Concerted Actions
promoted by the Commisson in the framework of the AIR and FAIR research
programmes. The improvements in the structure and functioning of STECF resulted in the
production in 1998, for the firdgt time ever, of an evauation of the economic consequences
of the ate of fish stocks and, in early 1999, of the first comprehengve report on the state
of al socks of Community interest.

However, the STECF is now confronted with a considerable workload causing difficulties
for itsmembersin the programming of ther activities,

1.8. Dialogue

In 1997 the Commission initiated a series of meetings on a regiona basis with a view to
exchanging ideas on the management of certain fisheries. Participants in these meetings
included nationd authorities, the industry, scientists and economists. The Commission
reported twice to the Council on these meetings. The Council welcomed this initiative and
encouraged the Commission to continue and further developit.

The Commisson aso adopted in 1999 an Action Plan aimed & cregting the conditions
needed for effective consultation and communication between al involved directly and
indirectly in the CFP. Thus the Advisory Committee on Fisheries and Aquaculture
(ACFA) was restructured with the introduction of representatives of interests such as the
aguaculture sector, operators of auctions, scientific experts and environment and
development NGOs®. Moreover, Council Regulation No 657/2000 on closer didogue
with the fishing sector and groups affected by the CFP provided for Community funding
for some of the cogts incurred by European trade organisations in preparing the meetings
of ACFA and for the dissemination of information on the CFP to the industry and to
groups concerned.

20

21

Commission Decision 1999/478/EC

Council Regulation (EC) No 657/2000 of-27.3.2000, on closer dialogue with the fishing sector and
groups affected by the common fisheries policy, (OJNo L 80, 31.3.2000, p7).
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1.9. Researchin support of the Common Fisheries Policy

To promote fisheries research the Commisson may dlocate some of the funds made
available under the Research Framework Programmes to projects sdlected under cdls for
proposals.

Funds of the Fourth Framework Programme were made available to fisheries and
aquaculture research through the FAIR specific programme (research programme for
agriculture and fisheries, induding agro-industry, forestry, aguaculture and rurd
development). This programme aimed at promoting fisheries and aguaculture research to:

— assess the impact of environmenta factors on aguatic resources, and, reciprocaly,
fisheries and aquaculture ecologica impacts;

— improve gsock assessment and fisheries management techniques as well as the
sectivity of fish harvesting;

— analyse the socio-economic aspects of the fisheriesindudtry;
— promote aguaculture through the study of fish biology;
— increase the vaue of sea-food products.

During this same period, the Commisson was able to dlocae dgnificant financid
resources to the support of scientific and technical studies in support of the CFP. These
sudies amed ether a collecting much- needed scientific information to feed into the data
bases needed to assess the condition of the stocks, in particular in relation to fish stocks
for which precautionary TACs exig, or at addressing very specific questions, the answer
to which was of direct rdlevance to the management of Community fisheries. However, it
has not aways been possible to focus Community funding on research on those issues that
are of paramount importance for the running of the CFP.

In 2000 the Council adopted Regulation No 1543/2000 establishing a Community
framework for the collection and management of the fisheries data needed to conduct the
CFP? and a Decision on a Community financia contribution towards the expenditure
incurred by the Member States in collecting these data and for financing studies and pilot
projects.

Under this framework, a minimum programme covering the information essentid for
scientific evauations will be st up by the Commission. An extended programme will dso
be dravn up, incduding additiond information likey to improve substantialy scientific
evauations. Member States will draw up nationa programmes which will include, asfar as
possible, dements required by the minimum Community programme. These will be digible
for Community funding. Community finencid asssance may dso be avaladle for
additional eements of the nationd programme corresponding to the extended Community
programme, once the provisions concerning the minimum programme have been fully met.

22

OJL 176, 15.7.2000,p 1
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These programmes will cover six-year periods, except for the first which will only cover
the period 2002 to 2006. For economic data, however, the obligation to meet the
provisons concerning the minimum programme will be ddlayed until 1 January 2006 for
annud data on the processing industry. The Commission will carry out a review in 2003
examining whether the tranamisson of annua data on the processng indudtry effectively
needs to be made compulsory from 2006.

Despite al efforts undertaken so far, the data collection necessary for the implementation
of the CFP has been largely inadequate. The data required did not cover al aress
(Mediteranean) and dl domains (economic data) thus making the avalable scientific
advice incomplete. There has been alack of integration of the economic dimension, alack
of anayss integrating al species fished smultaneoudy and taking into account the impact
of al TAC decisons on fleets. It has dso been impossible to obtain adequate scientific
advice for the management of inputs.

Moreover, relations between fishermen and scientists have not aways been good enough
to establish mutud trust. Fishermen complain tha their knowledge is not taken into
account by scientists.

MONITORING THE COMMON FISHERIESPOLICY

A new control regime was established by the Council Regulation No 2847/93 %. The
system provided for overdl and integrated monitoring covering al aspects of the CFP and
aopplying to al operators in the fishing sector. It required Member States to apply
dissuasive pendties and strengthened the Commission's supervisory functionsin repect of
the nationd fisheriesingpectorates. The system also opened the door to the use of modern
technology, in paticular satdlitebased continuous postionfinding sysems and
computerised systems.

In 1995, the control regime was amended, adding to the existing provisons so as to
include measures amed at the monitoring and inspection of fishing activities subject to
fishing-effort restrictions (Council Regulation No 2870/95%%).

The above mesasures were highlighted in the two previous reports of the Commission on
the implementation of the Community system for fisheries and aguaculture, referred to in
the introduction.

Other important modifications foll owed:

) Esablishment of avessd monitoring sysem (VMS)

Taking account of the experience gained from 1994, at the time of the implementation of
pilot projects on satdlite monitoring involving up to 350 Community vessals, Council

23
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Regulation No 686/97%° amending Regulation No 2847/93 as well as Commisson
Regulation No 1489/97%° egtablishing the detailed implementing rules, envisage systemétic
satellite monitoring of Community vessds. Member States are required to set up such a
sysem aming to locae fishing vessds flying ther flag and enabling the latter to
communicate to the Member States in whose waters they are operating and to indicate
their pogition at least once every two hours,

This monitoring gpplies to dl fishing vessds exceeding 24m. length overdl or 20m.

between perpendiculars. This obligation should have been implemented gradualy between
1998 and 2000. In fact, snce 1 July 1998, only the vessdls operating in sengtive fisheries,

such as fishing on the high sees, except for the Mediterranean, and industrid fishing for

fishmed, have been monitored. Asfrom 1 January 2000, al Community vessels exceeding
the length mentioned above, wherever they operate, should have been equipped with a
satellite tracking device. The same goes for the vessds of third countries operating in
Community waters.

The European Community has participated in pilot projects on VMS with Norway and
Faeroe Idands during 1999. Bilateral arrangements on the operationd use of VM S were
concluded with these countries in 2000 and subsequently put in operation. Furthermore,
VMS is gpplied progressively in the framework of Regiona Fisheries Organisations to
which the European Community is a contracting party, such as NAFO and NEAFC.

b) Control of the fishing effort regime

The completion of the fishing effort regime required the adoption of a series of additiond
provisions during the period 1996-1998:

— Council Regulation No 2205/97%” amending Regulation No 2847/93, which increased
fishermen's obligations operating in "Western waters', by including the obligation to
communicate the catches retained on board a the time of the communications of entry
and of exit of the fishing effort areas ("hal sysem”).

— Commission Regulation No 1449/98 fixing the detailed rules for the gpplication of the
Council Regulation No 2847/93 with regard to the fishing effort report %,

— some Regulaions introducing minor adaptations to the ceilings of fishing effort
established by Regulation No 2027/95.

— implementation of the fishing effort arrangement in the Bdltic required the adoption of
additional legidation, the most important being Council Regulation No 2635/97%°
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amending Regulation No 2847/93. It introduced rules on the regigration of fishing
effort data in the logbook, the gathering of the effort data by the Member States, and
the transmission of those data to the Commission.

2.1. Reform of the Control Regime

Taking account, on the one hand, of important progress made since the adoption of the
"Control" Regulation in 1993, and on the other hand, of the gaps noted by the
Communication from the Commisson on fisheries monitoring under the CFP (COM
(1998) 92 of 19.02.1998), the Council adopted, on 17 December 1998, Regulation No
2846/98* amending Regulation No 2847/93.

The modifications were mainly centred on three main issues identified as a priority by the
Commisson, namdy:

The improvement of monitoring after landing: this involved ensuring the
“traceghility” of the fishing products from landing throughout the various stages of
the marketing chain. Thus sde notes for the marketed products, transport
documents for the products transported to a place other than that of landing for
later sde and take-over declarations of responsbility for the products which are
not marketed or whose sale is deferred are established and are to be presented by
the holders of the products at the time of controls;

monitoring of third country fishing vessds operating in Community waters:
monitoring, ingpection and survelllance messures were extended to the fishing
vesHs flying the flag of third country and operating in the Community fishing zone,
in order to ensure that these vessdls and the Community vessdls are treated in the
same manner. This involved, in particular, strengthening the monitoring of landings
carried out by these vessal's and subjecting them to monitoring by satellite;

co-operaion between the Member States and with the Commisson : a generd
framework aming to srengthen and fecilitate co-operation between dl the
authorities involved was envisaged in the monitoring of fishing activities. This
involves, in particular, facilitating requests for mutual assstance, the exchange of
relevant information and the establishment of specific monitoring programmes.

The Commisson had adso proposed the strengthening of the powers of the Community
ingpectors who should have had access, within the framework of their observation
missions, to files and documents, both in public and private buildings, under the same
conditions as nationa ingpectors. By this means they could have evauated more precisey
the effectiveness of the monitoring regimes st up by the Member States and the
Commisson could have fully guaranteed the transparency recognised by al as being
essentid for the credibility of the Common Fisheries Policy. However, the Coundil
followed the Commission on this point only partidly, by requiring the presence of nationd
Ingpectors at the time of the observation missons of the Community inspectors.
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2.2.

Lig of types of behaviour which serioudy infringe the rules of the
Common Fisheries Policy

The heterogeneity of sanctions between Member States remains a mgjor weak point for
the credibility of Community control arrangements. Previous attempts to move towards a
harmonisation of pendties did not succeed. It was decided therefore to focus more on the
trangparency as regards the follow-up of smilar infringements within the Member States.

Council Regulation No 1447/99 fixing a lig of the types of behaviour which serioudy
infringe the rules of the Common Fisheries Policy® follows the last amendment of the
“Control” Regulation. It ams to draw up alist of types of behaviour for which increased
transparency regarding follow-up by the nationd authoritiesis necessary.

These types of behaviour conditute clear and obvious fallures to meet the obligations
imposed by Community legidation. The establishment of such a ligt does not involve the
harmonisation of pendties & Community level. On the other hand, the establishment of this
lig and the obligation for the Member States to communicate to the Commisson the
action taken in respect of detected illegd behaviour am to guarantee incressed
transparency o0 that the fishermen's confidence in the supervisory authorities and
comparability of each nationd system's effectiveness are ensured.

Commisson Regulation No 2740/1999 lays down the implementation rules for the
communication to the Commission of the types of behaviour serioudy infringing the CFP
rules which have been discovered by the Member States monitoring authorities and which
have been the subject of an officid report. Pursuant to this Regulation, Member States are
obliged to communicate, in specific terms and by eectronic means, the type of proceeding
initiated, the decision taken and the nature of the penalties imposed. For the firgt time, the
Member States will communicate this information not later than 31 March 2001 for the
cases discovered in 2000.

These arrangements will improve trangparency but further progress is sill needed as
regards the need to harmonise adminidrative pendties for mgor infringements and the
need to ensure the recognition and admissibility of evidence gathered in a Member State
other than the one adopting a decision on a particular infringement.

2.3.  Financial support

Enforcement of fisheries regulaions requires consderable and often disproportionate
expenditure in relation to the budgetary capecity of the Member States. Community
support for the years 1996-2000 was organised on the bass of Council Decison
95/527/EC on a Community financial contribution towards certain expenditure incurred by
the Member States for implementing the monitoring and control systems agpplicable to the
Common Fisheries Policy® . This Community participation was endowed with a budget of
€ 205 million.
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In December 2000 the Council arrived a a common orientation on the Commission
proposa for afurther three-year support scheme with abudget of € 35 million per year.

2.4. Evaluation

During the reference period many shortcomings have been identified in the various reports
published by the Commission on monitoring the CFP.

There have been deficiencies in inspections carried out by Member States, delays in
implementing new control provisons, alack of means and human resources deployed for
control purposes, mgor discrepancies in the gpplication of pendties which induce a
feding of unequa treatment between Community fishermen and a greeter indlination to
commit fraud, alack of adequate information transmitted by Member States, and alack of
aufficient resources and lega powers for the Commission Inspectorate.

Effective control has aso been undermined by the complexity of the technical measures,
the lack of commitment by fishermen to these measures and fleet over-capacity.

An International Conference on Fisheries Monitoring, Control and Surveillance was
organised by the Commission in Brussals on 24-27 October 2000 with the participation of
250 delegates from &l over the world. The Conference achieved its goals and encouraged
the exchange of experience and the examples of good practice. The increased co-
operation of dl operators involved in the fishing sector, the use of modern technologies
and the improvement of cost/effectiveness were highlighted as key points for ensuring
sugtainable fisheries,

All CFP players recognise the need for an effective control regime. There is aneed to give
new impetus to the current dynamics in support of strengthening control arrangements, to
fully exploit the posshbilities offered by new technologies, to strengthen stakeholders
participation and commitment to the CFP and to be ready to envisage more profound
changes, especidly with regard to the sharing out of responghilities between the
Commission and the Member States.

RESTRUCTURING THE FISHERIESSECTOR
3.1.  Multi-Annual Guidance Programmes (M AGPs)

The problem of excess fishing capacity has been addressed by means of multi-annud
guidance programmes (MAGP) for the fishing fleets. These programmes et targets for
fleet tonnage and power that must be met before the end of the period of the programme.

The period covered by the present report (1993-2000) coincides with the running of
MAGP Il and MAGP IV. The latter expires a the end of 2001. The Commission has
Issued in the past specific reports on these programmes. A report on the find results of
MAGP Il was submitted to the Council and the European Parliament in July 1997
(COM(1997) 352 find) and areport on the mid-term review of MAGP IV was presented
to the Council in May 2000 (COM (2000) 272 find).
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The report on MAGP Il indicated that during the period 1991-1996 the EU fleet was
reduced by about 15% in GRT and 9.5% in KWs. By the end of the programme the
capacity of the fleet was below globa objectives for tonnage and power but these
reductions were achieved by some Member States only. The results were not as ambitious
as the Commisson would have liked. There were important disparities between the
Member States caused by the red difficulties some countries were experiencing in meeting
the objectives and in some cases by the obvious lack of will to meet them.

The global objectives of MAGP |V, adopted in June 1997, were very much less ambitious
than those proposed by the Commission, representing a reduction of approximately 5%
over the 5 year period, i.e. about half the reduction achieved by MAGP I11. At 1.1.2000
the Community fleet was dready approximately 17% below the final objectives in terms of
tonnage and 6% below the final objectives in terms of power. This is again explained by
the modest ambitions of the programme. The reductions achieved are not enough to
counter the increases in fishing effort due to technological progress over the reference
period and must be contrasted with current experience which has shown that the problem
of overcapacity is S0 large that the MAGPs provide only a fraction of the solution for
overfishing and stock decline.

MAGP IV has two particular features. Firgt, the reduction rates applied to the segments
were weighted according to the proportion in tota catches of depletion risk and over-

fished stocks. Secondly, there are provisons for reducing fishing activity instead of fishing
capacity. Both features have undermined the effectiveness of the programme in reducing
fishing capacity. Moreover the programme has resulted in considerable complexity and a
magjor administrative burden.

In 2000, the Commisson suggested  to modify the programme to achieve more
substantid reductions over the remaining period by replacing the weighted reduction rates
by unweighted rates and by achieving the additiond reductions brought about by such
replacement purdly in terms of capacity. It aso suggested the extension of the program
until the end of 2002. These ideas were, however, rgected by the mgority of Member
States in the Council.

The mgority of Member States recognise however the need for a smpler and more
trangparent system, the need for stronger sanctions if objectives are not met and the need
to dedl more effectively with the effects of technological progress which causes an incresse
in fishing effort offsetting any benefits achieved by cagpacity reductions. Another problem
that aso needs to be tackled is the measurement and control of fleet capacity where
further improvements are necessary especidly given the fact that a 1% change in capacity
can mean the difference between digibility or non-digibility for public ad for
modernisation and renewa.*

% Commission's Annual Report to the Council and the European Parliament on the results of MAGPs for

thefishing fleets at the end of 1999, COM (2000) 738 final.
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3.2. Structural aids

In 1993, "fisheries' dructurd" measures were integrated into the reformed Structura
Funds under Council Regulations 2080/93 and 3699/93. This made it possible to delegate
to the Member States the respongbility (under the ‘subsdiarity” principle) for sdecting
investment projects in the sector, provided they comply with the measures adopted within
the framework of sectord programming for fisheries. Community financid assistance was
aso meant to comply with the principles of additionality and concentration of funds.

In addition to ad for the reduction of the fishing effort and for the renewd of the flegt,
which has absorbed over haf of the Community funds, the mgority of the remaining funds
were used for the processing industry and for the purpose of helping the sector to comply
with Community standards as regards hygiene, public hedth, working conditions and
respect for the environment. Community aid also contributed to the establishment of joint
enterprises, to the protection and to the development of coastal areas, to measures for
temporary cessation of fishing activities for specific cases, to the congtruction of collective
harbour equipment and to the promotion of the fishery and aguaculture products.

In addition to the programmes specifically dedicated to the sector, coastal areas most
dependent on fisheries dso benefited from ad available under the Community initiative
PESCA or under the development or regiona conversion programmes (Objectives 1,2 or
5b of the 1994-1999 Structural Funds package).

Following the reform of the Structurd Funds in 1999, the new Financid Instrument for
Fisheries Guidance (FIFG)* and the subsequent new FIFG implementing regulatiort
were adopted in the same year.

The main point of debate in the Council on the FIFG implementing regulation concerned
the conditions for granting public aid to the fleet. The Commission proposal was based on
the principle that public funding must not contribute to increasing fishing capacity. After
extensve discussons, more stringent rules were agreed for the renewd of fleet within the
framework of the MAGPs. Hence, for segments of the fleet where MAGP targets have
not been met, Member States will have to withdraw without public ad capacity which is
30% grester than the capacity added with public ad. This provison will be in force until
the end of 2001, when the current MAGP programme expires. For those Member States
which have met their MAGP targets the rate will be 1 to 1. Finaly, the sanctions in case of
non-respect of the MAGP objectives and the obligation to provide data for the fishing fleet
register have been strengthened.

Furthermore, the conditions regarding the creation and operation of joint ventures have
been tightened. The premium for the creation of joint ventures has been set at 80% of the
premium for scrapping avess.
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While retaining a wide range of measures available under the previous regime, the new
FIFG implementing regulation also includes innovations in favour of small-scae fisheries
and innovations related to the socio-economic measures (supporting fishermen for
retraning/diversfication outsde maritime fisheries). Financid support is avalable for
integrated collective projects to develop and modernise fishing activities in this sector, as
well as for young fishermen. There also new measures to encourage the cregtion of
Producers Organisations and support for the implementation of plans by these
organisations to improve the qudity of fisheries products. Greater emphass has been put
on measures of collective interest undertaken by the industry itself. The conditions under
which various compensatory payments to fishermen and vessel owners may be available
have been better defined and include temporary cessation of activities due to unforeseen
circumstances or the non-renewd of a fisheries agreement or the introduction of a
recovery plan for a resource threatened with exhaustion. Member States will also be able
to grant financial compensation to fishermen and vessel owners when the Council imposes
technical redtrictions on the use of certain gear or fishing methods.

MARKET POLICY

Since its inception in 1970, the common organisation of the market in fisheries and
aguaculture products has played an important role in supporting fishermen via a
stabilisation of prices. Over recent years, the organisation has had to adapt to the changes
witnessed in the market, which have included increased globalisation of markets, greeter
dependence on imports, continued scarcity of resources, changes in consumption patterns,
and concentration and verticd integration within the digtribution chain.

Therefore, in 1999, the Council agreed on amgor revison of the common organisation of
the market with the specific ams of minimisng waste, strengthening the associations of
fishermen, providing fuller information to consumers and to improve the balance between
supply and demand.

The reform encourages fishermen to take a more pro-active, preventative role in managing
upply to the market rather than smply intervening “after the event” by the withdrawd of
unsold products. This means that the role of Producer Organisations is strengthened and
that in particular they will establish new operationa programmes, designed to encourage
these organisations to manage the landings of their members and take measures to avoid
withdrawas. Smultaneoudy, there is arebadancing of intervention mechanisms by reducing
support for definitive withdrawas and instead favouring ad for tabilisng and storing the
products.

A mgor innovation of the reform was to introduce a new labelling requirement at the point
of retail sde, which will improve product tracesbility and thereby reduce fraud concerning
the origin and nature of the product sold. The commercid designation, the production
method (aguaculture or wild) and the area of capture will be marked on al products on
sde to the fina consumer. Further down the fisheries chain, the needs of the processing
sector have been recognised by the partid suspension of tariffs (or multi-annud  tariff
quotas) for products needed as raw materids for which there is insufficient Community

upply.
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The new Regulatior™ and most of its implementing Regulations entered into force on 1
January 2001, with the exception of the provisons on information to consumers which will
apply from 1 January 2002.

5. EXTERNAL FISHERIESPOLICY
5.1. Bilateral Fisheries Agreements

The Community continued to conclude and manage fisheries agreements over the period
1993-2000. The Community is now party to 23 bilatera agreements. These agreements
concern agpproximately 2800 vessels and provide direct and indirect employment to
40650 persons approximately. The budgetary envelope dedicated to these agreements
was 276,1 millions € in 2000 (173,1 millions € in 1990) . This amount represents
gpproximately 28,5 % of the Community CFP budget.

The mgor development over this period was the adoption by Council, in October 1997,
of its Conclusons on the European Community Fisheries Agreements with Third
Countries. The Council reiterated that the Agreements are and will continue to be an
essentia and integral component of the CFP but it aso agreed that they needed to adapt
to changing drcumstances flowing from international commitments and the generd
budgetary Situation of the Union. It aso stressed the need to ensure that Agreements are
concluded in accordance with a cost/benefit oriented approach and are coherent not only
with the other components of the CFP but also with the other policies of the European
Union.

Recent developments such as the emergence of the legitimate aspirations of many
developing countries to develop therr own fishing industry confirmed the need for the
Community to rethink its policy in thisfield. The 2002 reform debate offers the opportunity
for such are-orientation.

5.2. Regional Fisheries Organisations (RFOSs)

The Community tekes an active part in internationa co-operation through the work of
RFOs. The Community is now party to 10 RFOs. In 1999 the Commission submitted a
Communicetion to the Council and the European Paliament on the Community
participation in RFOs. On the basis of this Communication the Council considered that the
effective paticipation of the Community in RFOs is a key dement of the Community
disgant-water fishing policy. It dso specified a number of moddities regarding the
participation of the Community in these organisations, in particular with regard to scientific
work, data trangmisson and the methodology required for the implementation of the
recommendations adopted by the RFOs.

The Council, however, has not been able to adopt a position on the exercise of control of
fishing activitiesin the framework of RFOs. The absence of a clear Community strategy on

% Council Regulation (EC) No 104/2000 of 17 December 1999 on the common organisation of the markets
in fishery and aquaculture products (OJL 17, 21.1.2000, p.22).
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control and monitoring of fishing activities in internationa waters jeopardises efforts to
ensure the continuation of the Community's fleet presence in those waters.

5.3. International Agreementson Fisheries

Over the period 1993-2000 there was a proliferation of international agreements and
other ingruments relaied to fisheries. The relevant international law was codified,
developed and enhanced through, inter-dia, the entry into force of the Law of the Sea
Convention in 1994, the adoption of the UN Agreement on Straddling Fish Stocks and
Highly Migratory Fish Stocksin 1995 and the adoption of the FAO Code of Conduct for
Respongble Fisheries in  the same year. Moreover, an internationa jurisprudence on
fisheries related issuesis dowly emerging through the work of the Internationa Tribuna on
the Law of the Sea.

The Community is a party to the Law of the Sea Convention, it has accepted the Code of
Conduct and it has signed to the UN Agreement in 1995. The Council has aso approved
the instrument of ratification of the latter Agreement but it has not been possible to deposit
it in the UN because not dl Member States have findised their internd ratification
procedures.

PROCESSING INDUSTRY AND AQUACULTURE

Structurd financia ad dlocated to processing and marketing of fisheries products for the
period 1994-99 amounted to of 529,39 million €, which represents 21,9% of the FIFG
budget. This budget has been dlocated to the congruction of new production and
marketing units or to the modernisation of the existing ones. It is estimated that this support
has greatly contributed to the improvement of the sector. In particular, it has dlowed the
modernisation of the old equipment and the compliance of the industry with EU hedth
legidation. An evauation study is foreseen in order to assess the impact of the FIFG
measures in support of the processing sector.

The dructure of the sector is evolving to face the problems related to the supply of raw
materid and to the globa market. Many smal and medium enterprises have disgppeared
or have been absorbed by big companies. In spite of this concentration process which is
leading the industry to move to other areas, including third countries, the processing
industry condtitute a considerable part of the local economic activity in certain EU aress.

The Community’s aquaculture industry has experienced steedy growth and for some
gpecies impressive growth in production over the last years and decades. Its annual
output, al species together, exceeds 1.2 million tonnes;, the annuad economic vaue
amounts to more than 2.2 hillion €. It provides gpproximately 60.000 full time equivalent
jobs, including upstiream and downstream activities, increasing by 3% a year during this
decade. Aquaculture is the only segment of the fisheries industry in the Community which
has seen an increase of employment over recent years. Plausble scenarios for the
medium-term future suggest that the number of jobs could increase even further.

At a globa leve, the Community represents only 3 % of world-wide aguaculture
production but for most of the species farmed on itsterritory it isaworld leader.
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Because aguaculture is geographicaly concentrated in a limited number of areas with
suiteble natural conditions, these globd parameters do not adequately reflect the
importance of the industry for certain coastd regions of the European Community where
aguaculture businesses and associated activities make up a considerable part of the loca
economy and where dternative employment opportunities are limited.

The aguaculture industry in the European Community is made up
of long-established species and products such as mussels and oysters, trout and carp;

of gpecies for which cultivation techniques have improved impressvely and which have
seen a tremendous growth in output over the last two decades such as samon,
Seabream and seabass;

and findly of awide range of species (both shdllfish and finfish) for which cultivation is
dill a an experimentd or pre-development stage.

There are products largely intended for export markets as well as species dmost
exclusvely for the domestic market. We can find high value species and products for niche
markets as well aswhat can dmost be defined as commodities.

As far as the aguaculture businesses are concerned, there are many small to medium-
szed, but well established companies which occupy a specific market niche, as well as
bigger companies which have been able to achieve a levd of diverdfication or vertica
integration which dlows them to atenuate the effects of fluctuaions in prices and
consumer habits. Many busnesses are exposed to  competition (often from non-
Community countries) and pressure from digtributors which tend to reduce their margins.
Lacking the necessary capitd, they find it rather difficult to finance the investments required
to renew their production tools and, thus, to maintain their profitability.

All segments of the aguaculture industry have to address some common issues: on the
production side, the pressures in relation to food safety, the increasing condraints from
environmenta concerns and from competition for space and aquatic resources, the threats
from externd factors such as water pollution; and on the other side the rapidly changing
conditions of the market.

In recent years, the aquaculture industry has been required to make significant investments
and these are 4ill continuing today. The globdisation of trade in the fisheries and
aguaculture sector has led companies to adapt and rationalise their operations in order to
reman competitive and profitable within this new and difficult environment.

Since the beginning of 1994, the Community interventions for the sector of aguaculture
have been caried out by the Financid Instrument for Fisheries Guidance (FIFG),
integrated into the mechanism of the Structurd Funds. During the period 1994 to 1999,
the FIFG devoted 280 million € - 11% of its budget - to aquaculture.
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TAC

MAGPs

RFOs

CFP

NAFO

NEAFC

ICCAT

GFCM

STECF

ACFA

NGOs

VMS

GRT

FIFG

ICES

ANNEX |

GLOSSARY OF ABBREVIATIONSUSED

Tota Allowable Catch

Multi-Annua Guidance Programme

Regiond Fisheries Organisations

Common Fisheries Policy

Northwest Atlantic Fisheries Organisation

North-East Atlantic Fisheries Commission

International Commission for the Conservetion of Atlantic Tunas
Generd Fisheries Commission for the Mediterranean
Scientific, Technicd and Economic Committee for Fisheries
Advisory Committee on Fisheries and Aquaculture
Non-Governmentd Organisations

Vesse Monitoring Systems

Gross Regigtered Tonnage

Financia Instrument for Fisheries Guidance

International Council for the Exploration of the Sea
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