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ABSTRACT
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This report contains a harmonised presentation and calculation of costs and earnings of
fishing vessels in the Netherlands, Denmark, France and the United Kingdom. This har-
monisation will facilitate the development of sectoral fleetmodels.

Current costs and earnings investigations in the four countries show big differences in
caleulation of the *bottom line figure’. Uniformity in collecting and calculating costs and
earnings is important in view of the construction of economic fleet madels. This uniformity
was one of the main aims of the study.

An important part of this harmonisation excercise has been the development of a com-
mon depreciation and interest calculation system. This has resulted in a yearly depreciation
oh the basis of the replacement value of the vessels and a real interest rate, based upon the
bookvalue.

The return of fishing vessels in the four countries in 1890 were analysed on the basis of a
sample of 675 vessels out of a total of 2600 vessels. This analysis was carried out by using
economic indicators such as added value, rate of return on investment (ROI) and a solvency
indicator. The ROI proved to be low in most cases. Only few vessel groups realised a suffi-
cient RO level an average, when the interest rate is taken as a reference. However, family
enterprises are able to survive when the ROI is rather low and this appiies aiso for fishery
enterprises.

As a background to this profitability measurement the report also presents main charac-
teristics of the Tax system and Fishery management regulations in the four countries. Finally
the influence of these measures on the (harmonised) returns of fishing vessels is shown.
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FOREWORD

This publication is the final result of a cooperation
between four fishery economics research institutes: Danish Insti-
tute of Fisheries Economics Research (DIFER) - Institut Francais
de Recherche pour 1'Exploitation de la Mer (IFREMER), Service
d’econcmie maritime - Sea Fish Industry Authority (SFIA) and the
Fisheries Department of the Dutch Agricultural Economics Research
Institute (LEI-DLO).

The study has been coordinated by LEI-DLO.

The EC has partly (50%) financed the study in the framework
of the FAR research programme.

The main aim of the study has been the extension and harmon-
ization of existing costs and earnings studies in Denmark,
France, the Netherlands and the United Kingdom. This could be a
step towarde the development of an accountancy data network,
which already exists in agriculture (FADN or RICA in French).

Fishing enterprises in the four countries mentioned above
are subject to the same Common Fisheries Policy (CFP) of the EC.
Uniform calculation and presentation of costs and earnings of
fishery vessels will facilitate the measurement of the effects of
this CFP on the returns of the vessels in different countries.
Moreover, this uniformity 1is important for the development of
sectoral fleetmodels.

This publication also contains a qualitative description of
the influence of the CFP on the returns of the vessels in 1989
and 1990.

The| Director,

O{V
The Hague, June 1993 [JL.C. Zachariasse



than subsidies. Specific finance systems for fishing vessels
also occur in France and the United Kingdom.

The renumeration of the crew is rather similar in the four
countries, because a share system applies to almost all the (fam-
ily owned) vessels. Soclal Insurance Contributions vary widely
between the four countries. Low rates are in force in Denmark due
to the finaneing of Social Insurance by the Tax system. Relative-
ly high contributions have to be paid in France where the cowner
of a vessel pays a 257 premium on the basis of a normative sal-
ary.

Regulations to limit or reduce fishing effort have been
implemented in each of the four countries. In Denmark a system of
herring and mackerel licenses is in force and the construction of
new vessels needs approval from the ’*Commission for capacity’, if
a net increase in capacity is involved. In France, fishing capac-
ity for the relevant species in the North Sea is controlled by
the ’Permits de Mise en Exploitation' (PME’s). In case of a new
vessel an applicant for a PME has to withdraw an equivalent power
when the withdrawn vessel or engine belongs to him for at least
two years. In the Wetherlands a system of Horse power licenses
wag introduced in 1984 and in the United Kingdom Pressure Stock
licenses (PSL’s) were issued in 1983.

The regulations and measures mentioned before affected
investments and costs and earnings of the fishing fleets in a
different way. In Denmark tax regulations, i.e. the depreciation
and interest policies, were major factors which stimulated
investments in the fishing fleet. In France investment subsidies
and favourable financing conditions have stimulated investments
during the 1980s to an important extent. In the WNetherlands the
fiscal depreciation system and also the subsidies resulting from
the 'Law of Investment Subsidies’ have tended to encourage
investments, especlally in the period 1980-1988. In the United
Kingdom the fiscal depreciation system, which was relatively
unconstrained, alsu played a substantial part in encouraging
investments in new vessels throughout the 1980s.

In each of the four countries which participated in this
study costs and earnings studies are going on. In Denmark and the
United Kingdom the studies have been initiated by the Government
and/or Fisheries Organizations. In France and the Netherlands
research institutes (IFREMER and LEI-DLO) played a more important
role in starting those studies.

In Denmark, the Netherlands and the United Kingdom the
results of these studies, average costs and earnings per vessel,
have been published annually or frequently. The figure on the
bottom-line, net profit/loss per vessel, which results from these
studies 1s quite different in the four countries. In Demmark it
is the amount after deduction of interest but not of depreci-
ation, in France financial expenditures (interest pald and repay-
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ment of loans) Iis deducted, apart from the other costs, in the
Netherlands depreciation and interest both are imputed and in the
United Kingdom net profit 1s the amount before charging interest
COStB.

In order to make the average figures per vessel in the four
countries comparable harmonisation had to be reached mainly
regarding the following items:

(a) General presentation of the figures, lay-out of tables

(b) Criterium of classification of the vessels

(c} Breakdown of costs

{d} Net profit/loss

(e} Other economic indicators, which enable evaluation of the
economical position of the North Sea fleets.

Harmonisation in this way also facilitates the development
of sectoral fleetmodels, which will be a tool for evaluating the
effects of the Common Fishery Policy.

Development of a common method for calculation and presenta-
tion of costs and earnings of fishing vessels in the four coun-
tries referred to the data of 1990, and 1989 as a year of refer-
ence.

Table 1 below shows the number of participating wvessels and
the total number of the relevant fleets in de four countries.

Table 1 Number of vessels in the sample (1990)}

. . TP -

DK FR NL UK
Sample 322 126 131 98
Total number relevant fleet 674 876 557 528

These number of sample vessels allowed a distribution of
vessels into 44 different size groups. The Danish sample vessels
refer to the fleets of Lemvig (Thyborgn), Skagen and Hjprring.
The French sample contained the vessels up to 25 m from the ports
Boulogne, Douarnenez, Lorient and Le Guilvinec. For the Nether-
lands returns of cutters (mainly beam trawlers) have been studied
and the sample fleet of the United Kingdom comprised Scottish
trawlers and (purse) seiners and English based beam trawlers.

The sample vessels were classified upon the national criterium
{GRT, length or horse power), whereas the size range of both the
other parameters have been shown. Main break down of costs for
all sample vessels is shown in the following (common) figure.

The common calculation method mainly referred to
harmonisation of depreciation and interest costs. Depreciation
costs have been based upon replacement cost of the vessel i.e.
current building cost for a vessel of similar size. Uniform
annual depreciation regarding the hull has been 4% of replacement

11



Earnings

Running Costs
Labour Share, Wages
Social Insurance
Vessel Costs

Total Costs/Expenses

Gross Cash FLow

Depreciation
Interest

Net Profit{Loss

Figure 1 Summary of uniform table for presentation of average
costs and earnings per fishing vessel (amounts in ECU)

cogt during 25 years and after that period 2% annually. The
engine has been depreciated at 10% or 6.7% annually, in case of
heavy or ligth use respectively. An imputed interest has been
agreed at the level of the real interest rate for each country,
taken from the book value of the vessel.

To show more aspects of the economic performance of fishing
vessels in the four countries a set of economic indicators has
been chosen. Some were derived from the Farm Accountancy Data
Network of the EC (FADN or RICA in French) i.e income of the
owner and 'financial stress?,

In 1990 average returns per vessel differed widely in the
four countries. In Denmark of the fifteen vessel groups studied
eight (mainly emaller vessels) show a net profit, whereas for
seven slze groups a met loss has been calculated. In particular
for the bigger trawlers in Lemvig (Thyborgn), Skagen and Hjerring
this net loss was substantially.

French artisanal vessels had rather favourable returns in
1990 (eight of eleven size groups net profit). The Lorient
vessels show the lowest returns.

The Dutch cutter fleet shows seven, out of tem, profitable
vessel groups. Negative returns were mainly of smaller vessels,
due to declining catches in shrimp fisheries.

For the sample vessels in the United Kingdom applying of the
common calculation method resulted in positive returns in 1990 of
three, out of eight, groups. Profitable were the Scottish based
trawlers and the smaller seiners. Losses were rather limited for
the other vessel groups and not so high as for the Danish
trawlers.
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Average amounts of loans per vessel indicate the financial
position at 3lst December 1990. Generally speaking, Danish
vessels show the highest amount of loans; for the majority of
these vesgels the average insured value exceeded the amount of
loansg by 5X-40Z2. The average insured value of vessels in the
other three countries was double or more of the amount of loans.

The relatively high amount of loans of Danish vessels is
reflected in a high value for the indicator ?financial stress’.
This means that, on average, interest payments exceeded the gross
cash flow in 1990 for Danish vessel groups bigger than 50 GRT.
Almost all other vessel groups indicate that there were no diffi-
culties on average, in paying interest to the banks because
interest payments were 35% of gross cash flow at maximum in 1990.

Comparing the economic performance of vessels of similar
size in the three countries it turned out that big differences
occur in this respect. This was mainly caused by differences in
earnings per vessel in 1990. These differences were mitigated in
some cases by high levels of costs. Combination of high earn-
ings/high cost levels especially applies for British vessels,

Gross added value (total of profits/losses, interest, wages
and depreciation) was stable in terms of percentage of earnings
{50-60% mostly). In this respect French vessels were on the high
and British ones on the low side (40-50Z). Profitability related
to invested capital {measured by ingsured value) was low in 1990
for most vessel groups. Only nine, out of forty, vessel groups
observed show a rate of return on investment (ROL)} exceeding or
equal to the interest level (assuming 8-92 interest rate in
1990). This low ROI is not uncommon for family owned enterpriges
and also agricultural holdings usually show a low ROI.

Measures resulting from the Common Fisheries Policy affected
fishing fleets in the four countries in a different way. The Dan-
ish fleet has been reduced since 1987, stimulated by the
decommissioning scheme. Apart from this, economic factors caused
fleet reductions in Denmark which applies especially for bigger
trawlers from Hirtshals, used for reduction fishery. On the other
hand, the number of small vessels (seiners) from the district of
Lemvig declined, though quota for their target specles (plaice)
have been rather high. The age of the vessel and also the situ-
ation of old skippers were main influencing factors for this
decline. In Skagen the fleet of vessels in the range of 100-250
GRT declined, influenced by relative low prices in the herring
fishery. Although herring quota remained high, this could not
compensate quota loases of relatively high priced cod.
Development of the French artisanal fleets in the four ports
studies has been mainly influenced by profitability levels. EC
and national ald have had a limited influence in this respect.
The Mellick plan, which aims to reduce the French fishing fleet,
leads to younger fleets, apart from the economic situation. The
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quota for the different species did not have a major influence on
the costs and earnings of the French artisanal fleets.

EC and natrional fisheries policies have iInfluenced develop-
ments in Dutch cutter fisheries substantially since 1988. Horse
power licences have maximised total engine power of this fleet.
Moreover,maximum horse power per vessel is 2 000 (1 470 kW); this
means an important reduction, because recently build beamers were
equipped with an engine of 3 000-3 800 Hp (2 200-2 BOO kW). The
decommissioning scheme caused a withdrawal from cutter fisheries
of 60 000 kW since 1988. Individual Transferable Quota (ITQ’s),
in combination with limited number of days at sea (150 in gen-
eral), meant an important constraint for the Dutch beam trawlers.
Nevertheless, returns of these vessels were not low in 1990. The
sharp rise in the Dutch TAC for sole in 1990 (9 656-18 000 tons)
mainly caused these satisfactory returns in 1990. The big stock
of sole e¢nabled the Dutch beamers to fish this bigger quantity
within a limited number of days.

The improvements in the financial out-turn in 1990 of the
British fleet seem to provide evidence that the additional con-
servation measures, introduced in that year, did not have such a
negative impact on the returns of the fleet as the Industry had
initially expected. The sharp reductions in the TAC's for the
main North Sea demersal species, were more than offset by large
increases in quayside prices. This improvement in the financial
out-turn of the British fleet, should probably be regarded as
inherently unstable, resting as it did on increases in quayside
prices.
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OBJECTIVE

The objectives of this study were:

to develop a common method for calculation and presentation
of costs and earnings of fishing vessels in Denmark, France,
the Netherlands and the United Kingdom;

to apply this method on costs and earnings of fishing
vessels in 1990;

to describe and analyse the influence of tax regulations and

EC measures on costs and earnings of fishing vessels in the
four countries.
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2. INTRODUCTION

In Denmark, France, the Netherlands and the United Kingdom
costs and earnings studies are going on in a more or less
extensive way.

In Denmark Organizatiens of the fishermen collect and pro-
cess costs and earnings of fishing vessels to provide information
about the economic state of the fleets. In France the ’Centre de
Gestion de la Péche Artisanale’ (CGPA), an accounting and manage-
ment centre, manages the accounts of about one half of the 12-25m
vessels. IFREMER has carried out costs and earnings studies in
cooperation with CGPA and also in Cooperation with the
Organization of the *Péche Industriéle’.

Costs and earnings of Dutch vessels have been studied since
1946 by the Dutch Agricultural Economics Resgearch Institute (LEI-
DLO) and in the United Kingdom Sea Fish Industry Authority (SFIA)
performs an annual costs and earnings investigation.

Important differences occur between these four types of
costs and earnings studies, in particular with respect to calcu-
lation of depreciation of the vessels and interest calculations.

The fleets of these four countries, mentioned above, are
subject to the same measures resulting from the Common Fisheries
Policy (CFP), such as Total Allowable Catches (TAC’s), technical
measures with respect to mesh size, closed areas etc.

Analysis of the economic effects of these measures on figh-
ing enterprises might contribute to a better fisheries manage-
ment. This requires uniformity in metheds of economic analysis
for different countries, which is one of the main objectives of
this study. Uniformity fin this respect also facilitates the
development of sectoral fleetmodels,

So far, economic analysis of the effects of CFP measures
have been undertaken in a limited way. Studies have been carried
out with respect to the economic impact of fisheries management
in the North Sea, focused on the species cod, haddock, sole and
plaice (Jgrgensen, Rodgers, Smit, 1989 and 1992)}. In these
studies the economic approach was mainly limited to price effects
of different management scenario’s.

This study reveals the cost structure of fishing enterprises
in Denmark, France, the Netherlands and the United Kingdom, cal-
culated and presented uniformly. Consequently net profits and
incomes from fishing vessels in those four countries are compar-
able. In analyzing these profits and incomes attention is paid to
the influence of fishery management measures upon the returns.

16



Chapter 8 provides average costs and earnings of 44 vessels
groups in the four countries. These data are analyzed in chapter
9, by using a set of economic indicators. Some of these indica-
tors were derived from the Farm Accountancy Data Network (FADN or
RICA in French), so that comparison with returns in Agriculture
is poseible, to some extent.

Applying of an uniform methodology means rhat differences
arise compared with national costs and earnings studies. In
annexes 7-10 these differences are shown. Moreover specifications
of national costs and earnings studies are included in a separate
report.

17



3. MATERIALS AND METHODS

Costs and earnings data of fishing vessels in the four coun-
tries were obtained by cooperation with Organizations of fishery
enterprises (Denmark) or their accounting and management Centre
{France}. By collecting data directly from the accounts of the
enterprises, undertaken by employers of the concerning institute
(the Netherlands) and by sending out questionnalres to skipper-
owners (the United Kingdom). The samples of the four countries as
a whole total 677 vessels, repregsenting some 2 600 vessels.

The sample vessels were grouped into 44 categories, accord-
ing to size (mainly) and fishing gear.

Criteria for classifications differ in the four countries.
In Denmark vessels are classified by GRT, in France and the
United Kingdom by length (meters or feet) and in the Netherlands
horsepower of the vessel is the criterium for classification. By
showing the range of each of those three technical parameters for
each size group, vessels of comparable size can be identified in
the common tables of chapter 8. Moreover all amounts are
expressed in ECU’s.

An uniform method of depreciation and interest calculation
has been developed (chapter 7) so that average net profits are
very well comparable.

Costs and earnings data were analyzed by applying economic
indicators, usual in business economics i.e. added value, rate of
return on investment or derived from the Agricultural Farm
Accountancy Data Network (FADN) i.e. income of the owmer and
*financial stress’ of the enterprise. Chapter 7 describes the
methodology more extensively.

18



4. PROCEDURE

The workprogramme, which was part of the project proposal,
hase been a major guideline in carrying out the study. During the
first meeting of the participants in Dublin, April 1991, a provi-
sional outline for the final report has been agreed. This out-
line, including description of different chapters, provided a
clear target for final results of the study.

The coordinator has proposed guidelines for each chapter, in
order to get some uniformity in description of relevant subjects.
A proposal for uniform calculation (depreciation and interest)
and presentation of costs and earnings was also formulated by the
coordinator,

The participants have organised meetings in the period April
1991 - October 1992 in Dublin, the Hague (September 1991), Paris
(January 1992), Edinburgh (May 1992) and Copenhagen (September
1992). Points of discussion during these meetings were:
Guidelines and proposals of the coordinator draft texts of dif-
ferent chapters and the general progress of the study.

Each participating institute has prepared the national con-
tribution of the relevant chapter. The coordinator has integrated
the different national texts into the progress reports and the
final report. Three progress reports were submitted to the Com-
mission, each of them contained a separate part {(chapter) of the
outline described above.

19



5. EFFECTS OF TAX REGULATIONS AND EC
MEASURES ON PROFITS AND INCOMES OF
FISHERY ENTERPRISES

5.1 Effects of tax regulatfons and EC measures on profits and
incomes of fishery enterprises in Denmark

5.1.1 Tax Regulations

For fiscal purposes profits are defined as gross earnings
less allowable costs. Gross earnings attrackt VAT at 22.25XZ. The
allowable costs consist of:

1) Operating costs, which refer to costs of obtaining, assuring
and maintaining the income, i.e. landing costs, ice, fuel,
salary, maintenance of the gear + vessel + engine + wineh,
administration costs, insurance and costs for equipment.

2} Depreciation, which ie stapdardized as balance sheet depre-
ciation to a maximum of 25I in the first year and 302 in the
following years of the capital book value, which moreover is
regulated with the price index on a yearly basis. In case of
delivery of a new vesgel it is possible to depreciate in
advance from the moment of contracting, the total limit of
depreciation in advance being 302 aihd a maximum of 15% in
one year.

3) Transference for Investments, where it is possible to depre-
ciate in advance until six years before the moment of acqui-
sition. The maximum depreciation in advance per year is 25%
of the years® profit, which has to be stored on a closed
bank account. In case of acquisition the book value of the
asset, which forms the basis for depreciation, 1s reduced
with the amount of in advance depreciation. If this amount
is not used for investment within the period of siz years it
is taxed within a certain period.

The taxation of capital gains (the sales value exceeds the
book value) depends on whether the operation is going on or not.
In the first case the difference is reflected in the book value
of the new vessel and in the latter case the difference is taxed
with 50% (Law of Special Income}. "

There are three common ways of organizing the ownership of
the vessels: 1) sole ownership with a single owner; 2) shipping
partnership with maximum 10 sghare members; 3) private Limited
Liability Company with shares.

Looking at figure 5.1 the fishermen organized as 'sole
ownership?’ and *shipping partnership’ are able to choose individ-
ually between two tax systems: a) personal taxation or b) firm
taxation, comparable with private limited taxation. About 92% of
the total fleet is organized in these two kinds of ownership.
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In the case of 'personal taxation’ the relevant figures on
costs and earnings ete. form part of the individuals personal
accounts and are taxed accordingly. The calculation of the
person’s tax is outlined in annex 3, where also an explanation of
definitions is added.

., For persons using the firm or private limited taxation there
is a complete split between the person’s and the vessel’s
account, where the latter is covering the operation profit (out-
lined above) and is taxed according to the principles in figure
5.1.

Sole ownership/ Private limited
Shipping partnership Company
Pergonal Firm
taxation , taxzation
Taxation of
personal income a) 68% 50% b) 40% b)
Taxation of ]
capital income 562 502 b) 40% b)
Tax value of 50% Full interest Full interest
interest deduction (56%) deduction deduction
Capital
requirement - - 300,000 DKK
Liability Personally Personally No personal
category liable liable liability
Carry forward No Yes Yes

Figure 5.1 Tax regulations in Denmark in 1990
a) Defined as the income which 1s not capital income; b) Reduced
to 387 in 1991.

For the purposes of minimizing overall exposure to tax, the
alternatives to ’personal taxation’® have certain advantages. For
example, under these options income can be retained from one year
to another in order to even out fluctuations in taxable profits
(carry income forward). This means that it is sometimes possible
to reduce average levels of tax payment (in avoiding exposure to
the high marginal rate of 68% in a good year).
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A second advantage of the firm and private Limited Companies
is that the interest expenses are fully deductible. This would be
equal to a tax value of 68% for the individual whereas the tax
value of interest deductlon is maximum 56X for the personal tax.

Under all three tax systems it is possible to deduct nega-
tive incomes (’carry negative income forward’).

For the fishermen with ownership either as a firm or private
Limited Company the income transferred from the company to the
person is taxed in the person’s accounts. In this respect there
are two forms of transference: a) salary from the companies’
account or b) profit from the operation of the vessel (the bottom
line of the vessel’s accounts).

Year Change

1980 - taxation of private Limited Companies 40%

1982 - yearly indexation of balance for depreciation
{capital obtained after 1.1.1982)

1983 - yearly indexation of balance for depreciation on
cost for improvement (vessels obtained before
1.1.1982

1986 - taxation of private Limited Companies 50%

temporary increase in depreciation in advance
~ (1986-1990)
1987 - taxation of sole ownerships which stated a taxati-
on of the firm of 50%; and implied the posaibility
of ’carrying income forward'’

1989 - taxation of capital gains by cessation is reduced
from 68% ta 50% for sole ownerships
1990 - taxation of private Limited Companies 40%

the Law for Transference for Investment is suspen-
ded for private Limited Companies
1991 - depreciation in the first year is 30%Z of the book

value

- taxation of private Limited Companies 38%

- taxation of the firm in the sole ownerships 38%

- taxation of dividend from private Limited Compa-
nies is reduced to 5771 of dividend less than
30,000 DEK.

Figure 5.2 Chronological changes in the Danish Deprecilation Law
and the Law of Taxation of Private Limited Companies
and Sole Ownership. 1980-1991
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Transference of salary to the person is always taxed as per-
sonal income in the person’s account (see the example in annex
3.

Under the firm’s taxation, profit is divided between per-
sonal Income and ’calculated capital income’, where the latter is
transferred directly to the persons account and taxed as capital
income. The remaining part of the profit is taxed as personal
income and there are two possibilities in this respect: a) pay
firm tax (50% in 1990) and save the income on a account for
*saved profit’ or b) directly transfer the income into the per-
sonal account for personal taxation (until 68% on the margin).

In the table below changes in the taxation system in the
past 10 years are summarized. Probably the depreciation and the
interest policies are the major factors of explaining the vessels
investments in Demmark,

5.1.2 BSubsidies

Investments in the fishing fleet are subsidized from two
sources: from EC following the EC structure policy and from an
additional national structure law.

The incentives included in the EC structural policy which
directly affect the fishing fleet are related to:

a) the renewal and modernisation of the fleet;
b) exploratory fishing trips and short term joint-ventures;
¢) temporary laying ups and permanent withdrawal

(decommissioning).

The subsidies to the national fleet from the EC are given as
a percentage refunding of the national subsidies to the fishery.
In december 1990 the council regulation No 3944/90 was
accepted ingtead of No 4028/86, with such points as:
- The minimum national contribution for restructuring, renewal
and modernization was reduced from 10% to 5%;

- EC refunding for withdrawals was increased from 507 to 70%;
- the premiums 1) for final cessation increased on average by
some 100X for the vessels with an age between 10 and 20

years and about 50% for the vessels over 20 years.

In addition to the EC structure policy Denmark has imple-
mented a withdrawal subsidy of up to 80% of the vessel'’s insured
value. The grants for decommissioning are yearly negotiated by
the political parties; the subsidies in the period 1987-1991
which resulted from these negotiations are shown in the following
table.

1) Premium for vessels of which the length between perpendicu-
lars exceeds 9 metres and 12 metres for trawlers.
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Table 5.1 Suhsidies paid in Denmark for decommissioning

e e A e L e -

Subsidy items 1987 1988 1989 1990 1991
Subgidy in mill. DEK 27.9 147.9 75.7 66 81.2
Number of vessels *) 47 161 89 68 39
GRT 1 500 7 800 3 800 4 100 3 300
Hp 9 500 40 500 23 000 22 300 17 900

*) All these applications have been approved in the years listed,
but the actual withdrawal may have taken place in the subsequent
year for some of the vessels.

Source: Danish Ministry of Fisheries.

Since 1987 the Danish fleet has been reduced by some 367
vessels, and capacity has now reached the target for 31.12 1991
i.e. 119 400 GRT, which is seen in the following table.

Table 5.2 Development of the Danish fleet capacity, GRT
Capacity 1-1-1985 1-1-1987 1-1-1990 1-1-1991 1-1-1991

Source: Danish Ministry of Fisgheries.

5.1.3 TFinancing of fishing vessels

In addition to the private banks the fishermen have access
to two regulated institutions for finance for investments :1) The
Danish Ship Finance Ltd; 2) The Royal Danish Fishery bank.

1) Danish Ship Finance Ltd.

This bank offers assistance for up to 80% of the financial
costs of vessel building/modernisation. There are two sort of
loans: loans on market conditions, and loans with interest sub-
sidy, which covers OECD loans or combination loans of OECD and
Danish indexed loans.

Loans on market conditions cover:

a) Purchase/sales financing;

b) ship owners contracting foreign shipyards;
¢)  improvements of vessels of 100-1000 GRT.

Loans on market conditions are arranged as bond loan, where
the debtor has to realize the value of the bonds on the market,
and may hence be exposed to capital gains/losses. The interest
rate is determinated as operating minimum rate. The current nom-
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inal rate is about 9.8%. The period of repayment is a matter of
negotiation.

Loans with interest subsidy cover:
a) Building of fishing vessels over 100 GRT;
b) improvements of vessels over 1000 GRT.

The interest subsidy loans are arranged as bond loans, where
the Danish National Bank buys the bonds to par value, which elim-
inates any capital loss for the debtor. There are two common loan
arrangements: 1) OECD loans, 2) combination loans, and the debtor
has a free choice between the two.

The OECD loan has an interest rate of 8% p.a, and the repay-
ment time is 8 1/2 year.

The combination loans contain partly an OECD lecan and partly
an indexed loan, where the last covers:

- Building of vessels with loans of 14 years repayment time of
which 4 years is exempt of repayment;

- improvements of vessels with loans of 5-8 1/2 years repay-
ment time.

For the indexed loans it is possible to choose between an
interest rate of 2.5X p.a and in addition a maximum indexing 1)
of 3.0 p.a or an interest of 4.0 p.a and an indexing of maximum
1.5% p.a.

The mix of OECD and index loan covering the term ’combina-
tion loan’ is shown in table 5.5

Table 5.3 Combination loans

L R e e ke e ke e A A W

Contract For delivery Lending per cent of contract
before the before the @ ~-=;;;d;ememm———-—_ — p 7 ——
end of end of index loan OECD loan
19389 1991 60 20

1990 1992 45 35

1991 1993 45 35

1992 1994 30 50

Jan. 1, 1993 - - 80

Source: Danish Ship Finance Ltd.

2) The Roysal Danish Fishery Bank
To acquire & loan from the Royal Fishery Bank, it is
required that the fisherman is registered by the Ministry of

1) The indexing is regulated from the ship index factor om Co-
penhagens security market.,
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Fisheries, and that he is able to document an equity capital of
15%, disposable in cash or other assets.

The loen covers:

a)} Building, rebuilding and acquisition of vessels;

b purchase and installation of engine in vessels;

c} financing of costs in relation to inereasing the production
or productivity;

d) liguidation of short term debt (as: trade debt, overdraft on
cash credit etc.) for fishermen, which 1s able to document a
special need;

e) refinancing of long term debt and repayment of foreign debt
by day of expiry;

f) refinance of expired unpaid payment of instalments and
interest on fishery bank debt and payment of trade debt,
overdraft on cash credit for vessels, where the loan demand
is raised as a consequence of decreasing fisheries for
reduction and quota stop. {The law in force to the end of
1988.)

Table 5.4 Lending rules for new building or improvements of
vessels
Lending Loan period
per cent in years

New purchases:

Purchase price 200,000-10,000,000 DEK 70 a) 20
Purchase price > 10,000,000 DKK 65 20
Improvement of older fishing vessels:
Age < 10 years 60 b) 20
- 11-20 years 60 15
- 21-30 years 50 10
- > 30 years 40 10
Engine (installation): 60 10
Other purchases than engines:
Age < 10 years 60 b) 10
- 11-20 years 60 10
- 21=30 years 50 10
- > 30 years 40 10

a) Lending per cent of the vessel’s cash price; b) lending per
cent of the rebuilding expenses.
Source: The Royal Danish Fishery Bank.
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Furthermore there are specific lending rules for refinance
schemes. Loans for short-term debt can be recelved to a maximum
of 40X of the vessel’s value. The level of loans for refinancing
varies from maximum 60% to 402 of the vessel's value. This per-
centage 1s lower for older vessels. In all these cases the loan
period is ten years.

As the loans are financed by issuing bonds, the bond price
is determinating the interest, which actually is 9.8%Z.

Summing up, the most economic option for financing depends
on actual rates of inflation. If these are high loans provided by
the Royal Fisheries Bank become relatively expensive to support
compared with loans from Danish Ship Finance. This may intreduce
distortions into the choice of vessel size: for example if infla-
tion is high and hence loans from DSF relatively attractive then
there is a distortion in favour of building vessels over 100 BRT;
as opposed to smaller vessels, which would have to be financed by
RFB.

5.1.4 Landing costs, remuneration of the crew and social insur-
ance

Landing costs are typically calculated on the basis of the
gross fisheries earnings in a range of 10X to 13%. The fixed
costs are about 6X for items like: box rent, salesmen’'s commis-
sion, auction hall taxes and harbour dues, and the variable cost
for labour salary 1s varying in a range from 4% to 7% depending
on the work,

The crew salary is calculated as a share of the ’net fish-
eries’, which covers gross fisheries - landing costs. There are
two different systems for calculating the crew’s share:

1) *Subsequent?, where crew’s salary is calculated as a certain
share of (gross fisheries - landing costs); 2) *in advance®’,
where the crew gets a share of the amount which results from
expression (gross fisheries - landing costs - fuel costs - ice
CcOSts).

The difference between the systems is the payment of the ice
and fuel costs: ’subsequent’ by the vessel or ’'in advance? before
the crew gets their share.

In a report from COWI Consult it is stated that there is not
any common way of calculating the crew’s share but it is expected
that vessels under 60 GRT use the *subsequent system® and the
greater vessels use the ’in advance system'. An overview of the
approximated average crew’s share i1s shown in table 5.5. This
indicates that the X share assigned to the crew is in inverse
relation to vessel size, due to the higher proportional costs of
fuel and ice.
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Table 5.5 Crew's share as percentage of ’net fisheries’ in

Denmark
Vessel gize Crew share
- under 100 GRT 50Z
- from 100 to 150 GRT 45%
- from 150 to 300 GRT 40%
- from 300 to 400 GRT 37%
- over 400 GRT 32z

----- e e A - - ——

Source: Cowi Consult, 1988, Report no. 4.

In general there is not any limitation on working hours or

ninimim number of the crew 1).

The skipper has to pay the following social costs:

a) labour Market Supplementary Pension Fund, where the employer
has to pay 0.80 DKK per worked hour, and the employer gets a
compensation from the Government on 1,166 DKK per full time
employee per year;

b) gick leave compensation, which is an insurance system, where
the employer has to pay 0.7% of the total wages per year;

¢) Labour Market Donation, which is a charge of 2.5% of the
vessel’s net revenue, calculated by deducting raw materials
from gross sales. This donation was suspended from the lst
January 1992 and instead of this the VAT is increased from
22.25% to 257%.

5.1.5 Fishetieé management regulations

There are two levels in the Fisheriles Management Regula-
tions: 1) the overall EC resource and conservation peolicy and in
addition, 2) the national regulation policy, which tends to be
more restrictive than the EC policy.

This applies for example in the case of minimum landing
slzes, where the Danish regulation is more stringent than the
EC’s in the case of cod and haddock., It also applies in relation
to by-catches (EC specifies 10% maximum for protected species)
where the Danish regulation specifies lower allowed maximum quan-
tities per trip for reduction for haddock and cod and nil for
whiting.

In figure 5.3 is shown how the general TAC of the EC is sup-
Plemented with five Danish restrictions. The most used restric-
tions are quarterly quotas, where the TAC is distributed over the
year in order to prevent a run on the single species. The dis-

1) The crew rules for vessels over 500 GRT are stated by
Sefartsstyrelsen. (Department for Sea Travel).
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tribution of quotas with respect to vessel length secures to some

extent the profitability of the big vessels.

The licences in the herring and mackerel fisheries are not
transferable, but are distributed from the ’'Committee of Regula-
tion’ in order to fulfil allocational and political goals. They
also function on the same time as an effective restriction {(entry
barrier) in the fisheries. Licences are valid for up to one
month, and for the mackerel vessel length determines the quota
level, which is halved if the vesgel have both a mackerel and
herring licence.

The herring licence 1s more complicated, there are two
sorts:

1) ‘pure herring licence’, where it is allowed to catch herring
+ 20% fish for reduction (sorted: blue whiting, horse mack-
erel) + 50 tons mackerel per month;

2) *combined herring licence’: Which is a half quota of the
*pure licence’, but it is allowed to catch 50 tons mackerel
+ fish for reduction except for the species: (sprat, sandeel
and other species in the Ngrwegian zome in the North Sea).

License Quarterly Quota per Quota per Easter

semi- month/week trip not stop
annual dependent dependent
quota on vessel on vesgsel

length length
Cod X X X
Haddock X X X
Whiting
Hake
Dark Saithe X
Plaice
Sole
Mackerel Xb) X
Herring X
Sprat X

X a)

=" ]
-

- bd b4 bd e

Figure 5.3 The Danish regulation of the fisheries in the North
Sea, 1991

a) TFunctioning only in the period from 1 Jan. - 28 Feb. 1991
where a maximum of 100 kilo per trip is allowed.

b) It is allowed to fish 50 kg per month without license.

c) Quota per month is only a restriction in the ICES regions:
Via, VIb and IIa; but not in the regions IVe, VII d.

d) For sprat the quota are set per trip, depemndent on the
vessel length.
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A Danish regulation tao fulfil the EC goal of reduction in
capacity is managed by the 'Committee for capacity’.
In general the individual fisherman is permitted to:
a) replace the old vessel by a new one, which has the same
dimensions, GRT and type as the old one;
b) to install a new engine, which has a power of maximum 10%
more than the old engine.
In case of increasing the fleet capacity permission i1s
required from the *Commission for Capacity.

5.1.6 Other circumstances influencing earnings and investments

Broadly speaking the two main influences driving investment
in fishing vessels in Denmark are probably fiscal policies relat-
ing to vessel depreciation and to Interest payments; the former
because the fishermen are in effect subsidised via the Depreci-
ation Law of 1957, which permits depreciation allowances to be
brought forward in advance of ’actual’ depreciation. Also the
1982 Depreciation Law was very important in this respect. The
general goal of this law was to increase investments in the
future, whereby the capital basis for depreciation of capital
obtained after 1.1 1982 was increased technically by multiplying
the capital balance with an index of inflation. Capital obtained
before 1982 was not index-linked. In 1983 the law was extended to
include alsc improvement costs on capital obtained before 1982.
Investments where also stimulated by the temporarily increase of
depreciation from 30% to 50% in the years 1986-1990. This stimu-
lus was a result of the shipyard crisis in 1986.

The full deduction of interest in the income, which was in
force until 1985, in connection with a high inflation rate, meant
that the real after tax interest rate in periods in the sixties
and seventies has been negative, whereas in the eighties the real
after tax interest rate have been positive.

Looking separately on the regulation of the fisheries, the
regulting effect on the Investments is negative, firstly because
of reduced catch opportunities, and secondly caused by the
increased uncertainty about the regulations in the future.

The withdrawal element in the EC structure policy is widely
used in Denmark. This provides an additiomnal source of income for
the fishermen.

5.2 Effects of tax regulations and EC measures on profits and
incomes of fishery enterprises in France

5.2.1 Tax Regulations
The fishing sector has four tax categories, i.e.: income

taxes, taxes on professiomal capital gains or losses, an equip-
ment fee and parafiscal taxes.

30



Income taxes, calculated on taxed income, are managed by the
tax authorities (Centre des ImpSts - Tax Center). The independent
professional fisherman is taxed on the Industrial and Commercial
Profit on his business and on his income (wage). Industrial and
commercial profits are regulated by three tax systems: (i} the
lump-sum tax system for ships with a revenue of less than FRF 0.5
million, (1i) the simplified real tax system for revenues from
FRF 0.5 to 3 million and (iii) the real (normal) tax system for
revenues in excess of FRF 3 million. The acecounting and tax obli-
gations of these three methods of taxation are different. Com-
pared with the normal real tax system, the simplified real system
offers fewer declaration formalitries and simpler accounting docu-
mentg for the tax authoritfes (abridged balance sheet, simplified
income statement and notes, etc.).

In annex 3 a calculation of the tax amount applicable tao
vessel owners is shown in an example. The amounts of depreciation
for fishing vessels are in practice mostly calculated according
to the fiscal life-time. Two methods may be used: straight-line
and digressive depreciation. The rates of depreciation are nego-
tiated by agreement with Tax Receipts up to a certain point.

Table 5.6 gives a summary of the mean income tax rates for
different income levels {(the figures are not exact because the
formula has been simplified).

Table 5.6 Income tax rates Iin France for couple with two
children (1990}

____________________ e EE -

Income level in FRF Mean tax rate

between and in 1 of income
0 56 303 1]
56 303 58 833 0.22
58 833 69 738 1.68
69 738 110 226 6.35
110 226 141 676 9,21
141 676 177 855 12.22
177 855 215 240 15.10
215 240 248 317 17.56
248 317 407 525 25.70
510 450> >31.0

For couples without children the mean tax rate 1s substan-
tially higher. In this case income tax becomes applicable (mean
rate 0.22X) from an income level of FRF 38,000. The mean tax rate
of 15.1% applies for an income level of FRF 130,000 in stead of
195,000 for a married couple with two children.
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It has to be considered that pensions for retirement are not
paid from tax receipts, as i1s the case e.g. in Denmark. The pen-
sion system is managed In France by independent superannuation
funds. In paragraph 5.2.4 the contributions for these funds are
presented.

The full rate of Corporation tax is 37%. Distributed divi-
dends are taxed with a tariff of 8.62X%.

Tax rebates relating to industrial and commercial profits
are available to members of the Centre de Gestion de la Pé&che
Artisanale, Ships subject to income tax and placed under the real
tax system and members of the Centre de Gestion for the entire
financial year are offered two different rebate rates (20 and
10%), subject toc a maximum rebate. The rate application system is
shown in table 5.7. The maximum amount of rebate varied from FRF
87,400 in 1987 up to FRF 103,300 in 1990.

Table 5.7 Maximum profits related to tax rebate (FRF)

Rebate % Maximum profit amount in year

1987 1988 1989 1990
20 320,000 400,000 413,000 426,000
10 554,000 569,000 588,000 607,000

e iy = = = e R T T = = T R T R T R A A M R R R W M W R -

{Source: CGPA, Centre de Gestion de la Péche Artisanale).

Taxes on professional capital gains or losses are applied on
the sale or loss of a ship or suspension of business. This is an
exceptional loss or gain which is entered in the books when a
fixed asset is taken from the books. Tax payers whose revenue
does not exceed FRF 1 million (1991) are exempted from these
taxes.

5.2.2 Subsidies

Fishing aids are governed by the circular of January 14,
1983, modified by the circular of October 2, 1989, and applied
since November 23, 1989, according to interpretation memo Nr 4435
of the Ministry of the Sea. This circular deals with subsidies
and loans for building new vessels/modifying existing ones. It
applies to independent professional fishing boats to over sixteen
meters long for the Channel, the North Sea and the Atlantic; and
over eighteen meters long for ships registered in the Mediterra-
nean. The fisher must own the ship (at least the majority of
shares) and must be on board. The subsidy basis consists of the
total cost of the order contract. The basis ig limited to the
average cost of a ship of 24 meters subsidized the year before.
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Subsidies break down into two premiums: the basic premium
and the complementary premium. The first may reach 15% of the
investment cost and consists of two parts, a conditional part
fixed at 10X for ships in sensitive areas {cf EC Regulation
4028/86) and 5% for other ships and a non-conditional part of 15%
for the difference. The complementary premium (7%) is paid as
soon as the conditions for paying the conditional premium have
been met. A ship can obtain at most 22% of national subsidies
plus regional aid. The conditional premium is used to offset the
non-commitment of the EC in certain cases., From December 31,
1990, because of the fallure of the French fishing fleet to meet
the objectives of the Pluriannual Orientation Program of France
(POP), any aid in the form of a subsidy or interest bond can be
considered incompatible with the Common Market in the meaning of
Article 93, paragraph 2 of the Treaty of Rome. This is intended
to do away with the financial interventions of regions or other
territorial authorities for comstructing new ships during the POP
application period.

The 1988 implementatlon (September 22) of an Operating Per-
mit for newly constructed ships, new ship’s engines and new
ship’s outfits has made access to resourcegs more expensive.
Speculations have grown up around the market of second-hand ships
because of the limited availability of Kw permits. At the same
time, aids in converting and modernizing ships have remained
linked to POP objectives. The premium system 1s equivalent to the
proposed shipbuilding system and based on the conversion cost,
limited to 50% of the value of an equivalent new vessel.

Since April 18, 1991, a circular specifies the procedures
for allocating State subsidies when fishing vessels are finally
scrapped. These aids apply to ships with more than ten years of
service.

Almost 1 000 ships became eligible for these premiums on
March 1, 1992, representing a reduction of the total power of
almost 10%.

5.2.3 Finance of fishing vessels

The aforesaid circular (of January 14, 1983, modified Octo-
ber 2, 1989) specifies the special financing methods applied to
the French fishing sector. Special loans may be granted for the
construction of ships, the purchase of a second-hand vessel or
convergion. The interest rate on this loan is 5%, applicable
according to the following criteria:

- Ship of 12 meters or more, 92% on first outfitting and 66Z%
in all other cases (the maximum redemption time is 12
vears);

- ship of less than 12 meters, 50X on first outfitting amnd 20%
in all other cases (redemption time of 9 years);
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- substantial conversion of ships of less than 15 years old,
75% on first outfitting and 50% in all other cases (redemp-
tion time of 7 years);

- acquisition of second-hand ships of less than 15 years old,
12 meters or more, 75% on first outfitting and 20% in all
other cases (redemption time of 10 years);

- acquisition of second-hand ships less than 12 meters long,
30% in all cases (redemption time of 9 years).

The breakdown of aid between the EC and the State in the
recent years before the Mellick Plan promises a larger share from
the EC but also the implementation of stricter POPs for dimin-
igshed fishing capacities. In 1985, the State allocated 33.4% of
total fishing aid (EC 66.4%) while the 1987 breakdown included
national aid of 41.2%.

5.2.4 Landing costs, renumeration of the ecrew and social ingur-
ance

Landing costs have two main components: the equipment fee or
auction tax and parafiscal taxes which are collected by the
organization managing the auction, the Local or Central Commit-
tee.

The equipment fee or auctlon tax differs in France for each
port. These taxes are collected and inspected by Customs or an
authorized agency. In most cases, they are collected by the man-
agers of port and auction infrastructures (Chambers of Commerce).
These taxes are ad valorem, as they are proportional to revenue.
In case of sales other than auctions, the buyer must pay these
equipment taxes to the customs collection authority. In certain
ports, this first series of tazes may include payments for
seamen’s mutual aid funds, for training and for the auctioneers,
e.g. the equipment tax applied in November 1991 in Guilvinec
(2.67%), Loctudy (4.24%), Concarneau (2.85%) and Etaples (3.00%)
These figures do not correspond to a homogeneous set of taxes for
these four ports. The services proposed in consideration of these
taxes are therefore different and tend to distort comparison.
Mutual aid funds and training tax are not applied in all four
ports. These taxes are intended for the ports of unleading. The
Producer Organizations (1.5% PO in Guilvinec}, the FROMs {0.30%
plus FRF 0.02/kg FROM in Guilvinec) and the cooperates also c¢ol-
lect ad valorem taxes based on a fixed cost per kilo unloaded.

Parafiscal taxes are collected by the organization managing
the auction or the Local Committee or the Central Committee,
which in turn pay the professional beneficiaries of the ship’s
home port. These taxes may be ad valorem (based on revenue or
fixed wages). The beneficiaries include the Local Committee
(CLPM, from 0.02 to 0.50%) and the Comité Central des Péches
{CCPM, Central Committee of the Fisheries, 0.306). This CCPM per-
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centage breaks down as follows: 0.03%2 for the CCPM, 0.121% for
the Fonds d’Intervention et d’Organisation des Marchés (FIOM) and
0.155% for the Service Social des Péches Maritimes.

For renumeration of the c¢rew earnings are broken dowm
between outfitters and labour on the basis of net earnings minus
common expenses. The crew-outfitter breakdown occurs according to
previously fized percentages. This percentage differs from 45% to
55% for outfitting, depending on the vessel. The remuneration of
crew members is calculated according to a specific breakdown key.
The shate system 1s often applied as follows: 1 1/2 share for the
owner, 1 1/4th share for the engineer, 1 share for the seamen and
1/2 share for trainees. This calculation is based on the crew
remuneration share (45 to 557 of net sales). Soecial security con-
tributiong are deducted from this amount.

The Etablissement National des Invalides de la Marine (ENIM)
manages the social security system of seamen through the Caisse
de Retraite des Marins {(CEM) and the Caisse Générale de
Prévoyance (CGP)}. Social security contributiong are calculated on
the basis of the lump-sum salary of the category in which the
seaman is clasgsified., This category depends on the diplomas,
navigation hours, type of vessel and the positions held on board.
The contribution rate is fixed by decree; a percentage is paid by
the owner and a percentage is paid by the seaman. The ’crew list
1s used as a basis for calculating these contributions. The owner
is responsible for paying all contributions due to ENIM. Accord-
ingly, he must apply withholdings to the pay slips. The rates in
force on January 1, 1989, for fishing fleets ranging from 12 to
25 meters and specilalized in coastal or ocean fishing break down
as follows:

- The owner, on board, pays 18.30% of his lump-sum salary like
all seamen on board (11.9% for the CRM and 6.4% for the
CGP};

- the outfitter pays the other contributions, i.e. 18.55% for
hig contributions (13.00 + 5.55) and 25% for the seamen
(14.0 + 11,0).

These rates are applied to the daily lump-sum salaries mul-
tiplied by the number of fishing days. Accordingly, the contribu-
tions are not calculated on the real results but on the lump-sum
salaries applied to all according to a seaman or owner identifi-
cation grid.

These contributions cover the risks of iliness and disable-
ment but not the unemployment risk.

Table 5.8 shows the amounts of Iump sum per fishing day per
category and the level of social insurance contributions.
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Table 5.8 Lump sum salaries, social security and pension contri-
butions in France in FRF per fishing day

e S WS S G A D o W U D R S D D D N AR B B M M e -

Seamen Lump sum Social security Pensien
category contributions contributions
geamen out-fitter seamen out-fitter
11.92 13% 6.4% 5.55%
1 154.02 18.35 20.03 9.84 8.51
2 191,50 22.82 24.91 12.28 10.61
3 229.05 27.29 29.80 14.66 12.70
7 296.32 35.24 38.52 18.98 16 .47
15 512.11 60.93 66.58 32.80 28.40
20 798.66 95.05 103.85 51.09 44.32

5.2.5 Fisheries Management Regulations

Apart from the EC technical regulations, the French fish-
eries regulation is based on financial incentives {loans and sub-
sidies) at national level, and licensing schemes at local level.
Since Spain and Portugal joined the European Community, each
member-state has to insert Multi Annual Guidance Programmes
(MAGP) within its fisheries policy. The evolution of fleet capsac-
ity in Europe led the European Commission (EC), in 1988, to
oblige the member-states to return to the level of 1983.
Member-states being free to choose the appropriate means for this
purpose, France implemented a permit system, called *Permis de
Mige en Exploitation’ (PME). An investor has to withdraw more
Kilowatts (Hp) from the existing fleet than is required for any
new vessel. The PME system preserves the existing local regula-
tions.

Implementation of *PME’

It may be important to recall that the PME is the first
fleet regulation scheme Implemented in France at the national
level. The fleet considered in MAGP includes all the fishing
vessels, apart from: vessels operating only in lagoons and estu-
aries, transoceanic tuna purseiners, oysterculture and
aquaculture vessels, vessels fishing exclusively bivalves, coral,
sea urchin and sponges.

A vessel 1s considered an ’active vessel’ if it has fished
one or more days over the past two years. The fleet is divided in
length categories: < 12m; 12-16m; 16-25m; 25-38m; >38m. The gen-
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eral feature of the system is that the applicant for PME has to

withdraw :

- an equivalent power when the withdrawn vessel or engine
belongs to the applicant for at least two years;

- in other cases the withdrawn power must be equal to 1.3
times the power entered with the PME. The resulting 0.3 1is
used to reach the objectives of MAGP and, for a part, to
help the applicants who need a few kW to achieve their
investment project. For this purpose, a public kW funds is
congstituted and shared among the regions, who can use it in
order to facilitate the entry of young investors;

- tuna purseiners and vessels operating exclusively in lagoons
and estuaries, as well as unmotorised canoes obtain
full-right PME;

- the investors who engaged investments before the date of the
decision obtain full-right PME: these PME are familiarly
called *started shots?;

The kW issued from withdrawn vessels in a defined length
category must be utilized for a FME in the same length category.
The exception is for the categories 16-25 and 25-38m, among which
the kW are transferahle. Aggregation of kW is allowed within the
same length category. Furthermore, several FME may be aggregated
within the same length category. The PME is boat and person spe-
cific and is therefore not transferable. The impact of PME has
been evaluated after one year of implementation:

- the system proved its ability to stabilize total Kilowatts
within the French fishing fleet at a set level, not of
reducing it;

- the necessity to withdraw Kilowatts (when at the same time
PME is not transferable), boosted the value of second-hand
vessels, by capitalizing the expected future value of the
corresponding Kilowatts. The average value of kW reached
2,700 French Francs early 1990, and decreased to FRF 1,700
at the end of 1990, before the implementation of the 'Plan
Mellicek?’;

- the usual effects described in the literature (Rettig, 1990}
are exhibited by the PME. The constraint of length classes,
linked with the possibility of accumulating Kilowatts within
one class results in new Kilowatts-saving vessels, and
widening the vessels near to the upper limit of each class.
*PME vessels' (catamarans) appeared in advertising one year
after the introduction of the permits, and this implied a
shift in gears, from trawling to gill and drift netting.

The French FME system 1s, of course, not sufficient to
design a fisheries policy. Its main advantages are 1ts ability to
stabilize the Kilowatts in the fleet and its compatibility with
locally adapted licensing schemes. In the longer term, it doesn’t
avoid over investment, through technical innovations and new
vessels desgigns., To prevent over investment may also be cobtained
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at local level, in close relarion with the peculiarities of local
fisheries. :

Quotas

The allocation of EC-set national guotas is a two-step pro-
cess based on historical records. First, to determine the share
of each of the five regions identified aleng the Atlantic and
North Sea shores, a bargaining process takes place at the nation-
al level between state and industry representatives. And second,
quotas allocated to each region are shared between fishermen
belonging to Producer Organizations (PO) and others. Statistics
related to the use of fish quotas are collected at the national
level and controlled at the PO level, This allows for the target-
ing of fisheries closure, once the relevant quota has been
exhausted.

Not being individualized, quotas are not transferable. More-
over, there is no direct relationship between EC-set quotas and
local or national licensing schemes.

Producers Organizations are involved in fisheries management
through quota allocation and the stabilization of ex-vessel
prices. This they achieve through the setting of withdrawal
prices within limits defined by Common Market Policles. Providing
they use their own resources and still respect these limits, POs
are now allowed to extend their support from species not previ-
ously agreed upon at EC level to other species of local interest.
However, POs are excluded from any direct participation in
licensing schemes or grants and subsidies allocation.

5.3 Effects of tax regulations and EC measures on profits and
incomes of fishery enterprises in the Netherlands

5.3.1 Tax Regulations

For the majority of the vessels in the Dutch cutter fish-
eries (76%) Income Tax has to be paid. Corporation Tax applies
for the vessels (24% of total) which are owned by a Limited Com-
pany ('B.V.?). Income Tax in the Netherlands wvaries from 13X to
60% after deduction of a part of the income which is free from
taxes (the allowances in table 5.12). The 13% tariff applies to a
taxable income up to NLG 42,000. In fact a rate of 35.1% has to
be paid about this amount, but 22.1% 1s a premium for pensioning
and disablement. The Corporation Tax is 40% of the fiscal profit
of the enterprise, not exceeding RLG 250,000 and 35% above this
amount.
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Table 5.9 shows that in 1990 the Income Tax rate was lowered
because the lower (13X} tariff applied for a much higher level of
taxable income.

Table 5.9 Corporation tax rates (%) in the Netherlands (Ltd.
companles only

—— e e L o o o L L e o L e e e o o ol Al o ok e o e =

Profit levels 1984 1986 1989 1990
Up to NLG 250,000 42 42 40 40
> 250,000 42 42 kL 35

_________________________________________________________________

Table 5.10 Income tax allowances in NLG and income tax scales in
the Netherlands

Allowances and 1984 1986 1989 1999

income tax rates

Income tax allowances

For married persons 13,200 14,682 14,830 49,136

For single persons 7,662 7,341 7,415 4,568

Income tax
Rates on charged
Taxable income

132 *) up to 42,123
14/16% up to 9,430 9,574 9,684
24/26% next 7,031 7,373 7,446
32%  next 13,983 14,673 14,509
41/42% next 12,299 12,886 13,022
50/52% next 19,444 20, 389 20,590 42,122
60/62% next 24,959 26,171 26,428  >84,245
Maximum 72% >218,075 >228,355 >230,314

*)} Increased with 22.1% premium for pensioning and disablement
(1990).

When calculating the profit for tax purposes the amount of
depreciation is an important item for fishing vessels. Depreci-
ation in this respect has to be based upon the historical build-
ing or purchase price of the vessels. Different depreciation
methods (straight-line, declining balance) are allowed, providing
that consistency is practised. Periods of depreciation mostly
practised in the Netherlands are 20 years for the hull, 10 years
for the engine and 5 or 10 years for equipment. Investments in
individual fishing rights, (ITQ’s, licenses) undertaken in recent
years, are becoming relatively important. These investments may

39






