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FOREWORD

This is the final report to the Commission of the European Union,
Directorate-General for Fisheries, as a result of the work done for contract
BIOECO /93/14. This report contains average costs and earnings and the return
on capital per vessel in Denmark, France, the Netherlands and the United King-
dom.

The study has been carried out by the four participants in this project:

- Agricultural Economics Research Institute (LE\-DLO), Fisheries Division,
The Hague.

- Ecole Nationale Superieure Agronomique de Rennes, Dept. Halieutique,
Rennes.

- Seafish Industry Authority, Fisheries Economics Research Unit, Edinburgh.

- Sydjysk Universitetcenter, Danish Institute of Fisheries Economics Re-
search, Esbjerg.

Interim reports on this project have been submitted by December 31st
1994 and December 31st 1995.

The Hague, September 1997 L.C. Zachariasse



SUMMARY

The main objective of this study is to consider the level of Return on Capi-
tal {(ROC) of the fishing vessels in Denmark, France, the Netherlands and the
United Kingdom and to analyse factors influencing this return.

Samples of vessels

The information on the return on capital {(ROC} and on the costs and
earnings in this study has been based upon samples of fishing vessels in the
four countries. The samples contain 365 vessels totally, representing fleets to-
talling some 1,700 vessels (1993).

The Danish sample concentrates on the port of Thyboron, in the north-
west of Jutland, and contains trawlers, Danish seiners and gill netters. The
French sample regards vessels of the (semi) industrial fleet in the ports
Concarneau, Lorient and Le Guilvinec. Beam trawlers are the most important
fieet segment in the Dutch sample. The other segments represented in this
sample are shrimpers and multi-purpose vessels, the latter mostly in the 221 kW
class. Scottish vessels form the main part of the UK sample. Demersal trawlers
and seiners and nephrop trawlers are included. Furthermore, beam trawlers are
represented in the English sampie.

These samples for 1993 are a continuation of the ones of 1991 and 1992.
In general, the data bases are rather constant.

Developments in the period 1994-1996

The Danish trawlers from Thyboron improved their returns in 1995, com-
pared with the previous year. Earnings in the industrial and in the cod fishery
increased. The cash fiow of the small trawlers was depressed by higher opera-
tional costs, whereas the increased earnings resulted in substantial higher cash
flows for the larger trawlers. Lower plaice quota resulted in decreases of the
cash flow of the seiners in 1995. The owners of the gill netters could compen-
sate more or less these lower gquota by higher earnings in the cod fishery.

The quota situation in 1996 indicates a continuation of the development
in 1995. Earnings of the larger trawlers in the industrial (reduction) fishery are
uncertain so far, but there are good possibilities to get higher earnings in the
cod fishery. This fishery will probably also lead to higher earnings for the gill
netters, whereas the seiners are affected negatively by the lower plaice quota
in 1996.

The French vessels from Le Guilvinec and Concarneau improved their re-
sults substantially in 1994. Target species became more available and reduc-
tions of the (semi-Jindustrial fleet diminished the competition for the quota



species. Economic data about 1996 were also available for the Guilvinec fleet
and this indicates a further improvement of the returns. However, the cash
flows remained too low to allow for investment activities. The ownership of the
33m and 55m vessels from Lorient changed in 1994 and 1995 through take-
overs by a Spanish company and by a French group. These new owners have
reduced their fleets and the residual fleet has been modernized. Simulation of
this development in a vessel model suggests a substantial improvement of the
average cash flow in 1996 through the removal of vessels with the lowest re-
turns.

The returns of the Dutch vessels in the cutter fishery show ups and downs
in 1994, compared with 1993. Increases occurred for the shrimp vessels and for
the larger beamers (size class 1,101-1,470 kW). On the other hand, the largest
beamers show a declining tendency as to the gross earnings and net profit.
Favourable price developments {(sole) and a lower fuel price resulted in a mod-
est improvement of the returns in 1995. These positive factors have compen-
sated the lower availabilities for sole and plaice in 1995, Major decreases of
flatfish quotas (sole -21.5%, plaice -32%) in 1996 were more or less compen-
sated by higher prices of these flatfish species. However, a higher fuel price in
the second half of 1996 affected the returns of the beamers negatively. Estima-
tions for the main beam trawler groups for 1996 indicate cash flow decreases
of 18-25% on average compared with 1995,

The substantial lowering of the flatfish quotas led to the prediction, in
the beginning of 1996 that the Dutch co-management groups would not hold.
However, the groups succeeded in reducing the fishing effort (number of days
at sea) and the higher flatfish prices are an indication of the reason of exis-
tence of these management groups.

Decommissioning of vessels in the period 1991-1995 has led to a decrease
in number of vessels from 533 to 457 and a kW reduction of 10%.

The economic environment of the UK fishery made further marginal im-
provements in 1994 and 1995. The gross earnings of the demersal fleet were
at a 3.5% higher level in 1995 compared with 1993, apart from changes in the
Ecu rate. Increased guay-side prices in 1996 indicate a much sharper up-turn in
this year. Historically low fuel prices have contribute to these developments,
although there have been upward movements in the second half of 1996.

Fleet reductions in the period 1993-1995 have resuited in a 4% lower GRT
and 10% lower kW total.

Developments of the Return on Capital

The ROC is defined in this study as ‘the net profit plus interest as a per-
centage of the insured value of the vessel’. Thus, this is an indication for the
reward of the capital invested in the vessel. This seems a useful measure since
fishing is a rather capital intensive activity. Though the indicator is hardly used
in the industry, it is useful to compare the economic performance of fleet seg-
ments and to identify economic trends in the fisheries.

An adequate ROC requires a level of 8% or more, depending on the inter-
est rate for borrowings. From this viewpoint, the ROC has been very low for the
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fleet segments involved in this study in the period 1991-1995. Only smaller Dan-
ish seiners and gill netters and some Butch beamer size groups show this or a
higher level of the ROC. This occurred mainly in 1981 and 1992. On the whole,
the Danish and Dutch vessel groups had the least worse level of the ROC in the
period 1991-1995, with the majority of the size groups between one and seven
percent ROC. Most of the UK and French vessel groups had a negative ROC in
this period, whereby the values of the French (semi-}industrial vessels from
Lorient seem to be disastrously low.

The average ROC per size group has developed differently in the period
1991-1995 in the four countries. The profitability of the Danish trawlers im-
proved in 1994/1995, whereas a deterioration occurred for the seiners and gill
netters in these two years. The ROC indicates a low point in 1993 for the French
(semi-)industrial vessels and improvements for the Guilvinec and Concarneau
trawlers afterwards. Data about the Lorient trawlers were not avatlable after
1993, but they probably had the same upwards trend. The ROC decreased in
most cases for the Dutch beam trawl groups after the relatively high level in
1991 and 1992. The very low (negative) ROC of the British demersal fleet shows
marginal improvements in 1993, In the case of the Scottish samples estimated
ROCs in 1995 are above the corresponding levels in 1991-1994. There are also
indications of a similar trend in the case of the English beam trawlers.

impact of public policies and other major factors on the ROC

The following aspects of public policies have mainly influenced the ROC
of the Danish vessels:

- Quota changes. The decrease of the cod quota in the peried 1891-1993
has depressed the returns of the gill netters and the seiners. The cod price
development could not compensate these lower quota. Quota increases
of these species brought the availability again at the 1991 level, but the
{(nominal) cod price has decreased by nearly 30% for the period 1991-
1995, Plaice is most important for the Danish seiners and this quota de-
creased by 29 and 7% in 1995 and 1996, after a stable pattern in 1991-
1994. An investigation of the effect of quota changes in 1996 on the
ROC, through a vessel model, learns that mostly the giil netters and the
seiners show positive deveiopments. The ROC could increase in 1996 from
4.,9-10.4% for the gill netters and from a level of 4% to 6.5% for the sein-
ers. The trawlers are more sensitive to changes in abundance of ‘redu-
ction' fish. A 5% increase of this abundance may increase the ROC for the
largest trawlers from 4.3% in 1995 to 6.1% in 1996, all else equal.

- Decommissioning. Mainly the seiners and smaller trawlers decreased in
number (by 50% or more) in the period 1990-1995. Decommissioning has
had on the one hand a statistical effect on the average ROC in that an
improvement arises since the vessels with the lowest ROC mostly have left
the fleet, A decommissioning of e.g. 5% causes a (statistical) increase of
the ROC of 0.2-0.3% On the other hand, decommissioning has more im-
pact on the longer run since there is less competition between the re-
maining vessels for the quota species.



It has to be kept in mind that the calculation method, i.e. the deprecia-
tion system, may have a major impact on the ROC. Danish vessels are mostly
very old and a less harder depreciation system than the common one in this
study seems to be more suited for the Danish situation. Such a depreciation
which follows the decrease of the insured value, would higher the ROC by 2-
4% for the Danish vessels.

Major impacts on the decreasing ROCs of the French industrial fleet have
been:

- lower prices in the period 1991-1994 (20-30% for the most important
species), which seem to have been the most important determinant of
the ROC deterioration;

- quota changes. Cod, saithe and anglerfish became less available in the
period 1891-1993 and had, on the contrary, an upward trend afterwards.
The doubling of the haddock quota in the period 1991-1996 meant a
positive factor for the ROC of the industrial vessels. A sensitivity analysis
turned out that a 5% quota increase of the main species results in a ROC
improvement, varying from 0.9-3.8%. The more specialized 33m vessels
of Lorient are most sensitive to such a quota increase;

- decommissioning. The 33% decrease in number of the French industrial
stern trawlers will have an important positive structural effect on the
profitability. The decommissioning of the vessels with the lowest ROC
turned out to have a minor (statistical) effect on the average ROC.

Public policies have had the following impacts on the ROC of the Dutch
beam trawlers:

- decreases of the flatfish quotas have depressed the profitability of this
fleet in 1995 and 1996. A sensitivity analysis for the most important size
group, 1101-1470 kW, turned out that the lower plaice and sole quotas
in 1996 will lower the average ROC of these vessels from 5.6% (1995) to
0.8%, all else equal. However, substantial increases of the sole and plaice
prices may improve this ROC again to 3.6%;

- decommissioning has removed some 20,000 kW from the cutter fleet,
which has resulted in better catching possibilities for the remaining fleet.
It has to be emphasized that higher catches do not accrue for free to the
operating vessels. The vessel owners have to pay a high price for the 1TQs,
if they purchase them from the owners who leave the fishery;

- the horsepower licence scheme, implemented in 1985, has stopped the
investment mechanism that resulted in capacity increases (10-20%) after
profitabie years. In particular, this scheme has prevented such increases
after the profitable years 1991 and 1992. Investments in ITQs even ex-
ceeded the investments in vessels in these years.

The fuel price for the Dutch vessels came at a much higher level (some
50% compared with the 1995 average price) in the second half of 1996. Such
a cost increase will have a major impact on the profitability of the beamers.
This means a cash flow reduction by ecu 75,000 on an annuat basis for a larger
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beamer, whereas the ROC effect would contain a decrease from the expected

3.6% in 1996 to 1.8%, all else equal.

The impacts of public policies on the economic out-turns for the UK fleet
can, like for the three other countries, also be considered for the conservation
and for the structural measures:

- conservation measures proved to have had positive and negative impacts.
For example, in the case of the Scottish haddock fishery recorded land-
ings were virtually halved between 1988 and 1990 as a result of sharply
reduced TACs. But over this period quayside prices increased by over 70%,
so that gross earnings from the fishery fell by less than 10%. Conversely,
an increase of these landings by 60% in the period 1991-1993 led to a
price fall of almost 40%, resulting in virtually unchanged gross earnings.
But the ROC came at a [ower level in most cases because of higher costs
for the increased quantities landed,;

- structural measures, i.e. decommissioning, has led to the withdrawal of
122 (Scottish) vessels in the period 1993/94-1995/1996. The majority of
these were nephrop trawlers so that the direct impacts on the residual
demersal fleet have been too small to measure.

Impact of innovative techniques

innovations were only of minor importance to the economic performance
of the Danish fishing vessels. Improvement of productivity has mainly been the
result of decommissioning in that the least productive vessels have been with-
drawn. Minor annual productivity may lead to substantial increases of catching
capacities over a longer period, e.g. 1991-1996. Assuming a 2% annual effi-
ciency improvement could result in a 12.5% higher catch per day-at-sea in this
period, all else equal. Such a development would nearly have doubled the ROC
for the investigated vessel groups of Thyboron.

So far, there are no indications for such a large increase in the productiv-
ity of Danish vessels. But in the event this would happen, it makes clear that an
increased pressure for restructuring the fleet would arise to prevent an exces-
sive pressure on the fish stocks.

Most of the vessels of the French (semi-)industrial fleet have been mod-
ernized since the beginning of the nineties. Innovations contained:

- technical innovations, mainly regarding fishing gears to target on new
species. Furthermore, electronic equipment has been modernized and
containerisation of the fish on board has been implemented;

- organizational innovations. A strategy of sea products valorization has
lead to a better handling of the fish on board by using ice machines etc.
and the freshness of the fish has been enhanced by the choice of new
landings sites to shorten the fishing trips.

Innovations in the Dutch cutter fleet can be summarized as follows:

- technical innovations. New buildings of vessels have been on a modest
scale in the nineties and mostly regarded vessels with engines on the 300
and 2,000 HP maximum. New vessels (<9 years) of the latter category
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seem to generate a much higher cash flow {+44%) compared with older
(>9 years) vessels with the same engine power, as shown by an investiga-
tion of the LEI-DLO costs and earnings database. The ROC is also higher
(4.6% compared with 3.6%). Maximizing the vessel's horsepower stimu-
lates the optimization of technical parameters that are not limited. For
example a larger propeller has made horsepower more effective. Other
technical innovations on board mainly regard eiectronic equipment;

- organizational innovations. The co-management groups, established in
1993, have changed the external organization of the cutter fishery. A
more efficient use of ITQs is possible by hiring and renting of rights
within the group and between management groups. Furthermore, the
quality aspect is getting more attention through a better handling of fish
on board of the vessels. Exchange of information between vessels at sea
and the auction is also developing.

A continuous improvement of efficiency can e.g. result in catching the
same fish quantity in fewer days or a higher quantity in the same number of
days at sea. The latter strategy leads to a higher ROC for a larger beam trawler,
as has been investigated through a vessel model. However, efficiency improve-
ment is hampered in the latter strategy by the need to acquire or lease addi-
tional fishing rights (ITQs).

Innovations in the UK fleet can be summarized as follow:

- technical innovations. New types of vessels have been designed, such as
deep-draughted vessels, to target on deep water species, ‘pocket’ (under
10m) beam trawlers and under 10m vessels on the ‘catamaran’ principle.
Innovations on fishing gear has been a more widespread use of multiple
rigs, starting practising pair seining and developing of ‘rock hopping’
gear for use e.g. in the vicinity of marine pipelines. Finally, there has been
a progressive increase in the use of static gear, i.e. gill nets. These innova-
tions have resulted in productivity improvements that exceed the rate of
“technical creep’, estimated at 2% per year, in the previous interim report;

- organizational innovations. These include technical improvements on
board such as more sophisticated radar, plotting of vessels and gear and
better fish finding equipment. Other developments include reductions to
crew sizes, through mechanisation of fish handling. Finally, it is important
to note that there have been significant improvements in fisheries infra-
structure, such as new auctions {e.g. Grimsby), and also fishing harbours/-
quayage have been expanded. This has enabled a number of vessels to
reduce the improductive steaming operations.

Perceptions in the industry on the return on capital and on related issues
Interviews with vessel owners, accountants and staff members of banks
have been held in the four countries to:

- identify financial indicators that are used by vessel owners and to investi-
gate if the ROC is of importance in the industry;
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- investigate if the applied methodoiogy of calculating profits does result

in financial returns that correspond to out-turns as perceived by the industry

itself;

- fearn which factors are considered to have mainly affected the returns;

- investigate which have been the main technical innovations implemented
by the industry over the survey period and thereafter.

The number of respondents needed to be limited so that the results
should be interpreted carefully. However, most of them have a key position in
the fishery sector so that their answers regard a wider part of the industry.

Conclusions from the Danish interviews with staff members from banks
and accountants are:

- the ROC is theoretical relevant as a measure for the economic perfor-
mance but they do not use this indicator. Vessel owners would not take
account of the ROC and moreover, the invested capital is difficult to mea-
sure;

- the net profit and the ROC resulting from this study mean an underesti-
mation of the economic performance of the Danish vessels. In particular
the depreciation costs according to the common methodology cause this
difference with the perception in the industry;

- the available fish quotas and the abundance of fish seem to have the
major importance for the level of returns of the Danish vessels. Another
important impact is the re-financing reform, implemented by the Danish
government in 1993, which has positively affected the returns of the ves-
sels.

Managers of fishing companies in South Brittany and also captains of
vessels in this region have been interviewed or approached through question-
naires. Conclusions from this inquiry are:

- the level of returns in this study correspond roughly with the perceptions
in the industry on profitability. The recovery after 1993 has been empha-
sized and this also appears in the cash flows and net results of the
Guilvinec and Concarneau vessels shown in this study. The depreciation
calculation in the common methodology covers a longer period (25 years)
than the usual French methods;

- a kind of ROC, a return on investment, is annually calculated by fishing
companies. Apart from this, numerous indicators are periodically used
since the adverse economic situation in the beginning of the nineties. The
ROC in this study, based on the insurance value, may lead to an underesti-
mation of the economic performance in the perception of the fishery
managers since they use the lower book value as a basis;

- a major change has occurred in the investments behaviour of the fishing
companies in that the policy of replacing a vessel every ten or fifteen
years has stopped.
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Vessel owners, staff members from banks and accountants have been

interviewed in the Netherlands. The main conclusions from the in-depth inter-
views are:

the ROC indicator is not known under vessel owners and not used by
accountants and bankers;

the perception of vessel owners, accountants and bankers on the returns
in the period 1993-1995 are rather in line with the outcomes in this study,
whereby vessel owners seem to be somewhat more positive than the
other two types of respondents;

the amount of weekly gross earnings is the main financial indicator for
skipper owners. This has been supplemented more and more by a weekly
survey of quota uptake, provided by the co-management groups. The use
of this statement and of other indicators {prices, fuel consumption) by
skipper owners indicates that their behaviour is changing from hunters
for fish towards managers of quotas;

returns of the vessels are mainly influenced by quotas and prices. A new
influencing factor thereby include speculative decisions about leasing and
hiring of ITQs. The speculative element contains the moment of leas-
ing/hiring (price differences over time} and the quantity to lease/hire (un-
certainties about catchability);

a minority of the fifteen interviewed vessel owners had implemented
innovations on board, such as equipment for better catch treatment,
adaptations of gear etc,, to start fishing on non-quota species;

vessel owners, accountants and bankers emphasized that a kind of a
freeze of the fleet had arisen in the nineties as a result of all the regula-
tions.

The UK programme of interviews included discussions with the industry

itself (fishermen/vessel owners, fishing/fish selling companies) and with related
institutions, notably Producer Organizations, Commercial Banks 2nd Insurance
Companies. Conclusions from these interviews are:

14

the role of financial indicators is related with ownership structures. At
one extreme there are few public companies who maintain a sophisti-
cated regime of financial monitoring, including target ROGs. At the other
extreme there are large numbers of individual fishermen who have no
idea of ROC as such and whose indicators are related to cash flows. Fish
Selling companies, an important system of ownership in Scotland, use
Discounted Cash Flow (DCF) and ROC calculations for financial appraisals
reiating to options to e.g. invest in a new vessel;

banks do not use the ROC. They seem to be content with cash flow pro-
jections in relation to investments;

the perceptions in the industry with respect to gross earningsicash flows
has been broadly in agreement with the trends indicated in this study,
e.g. a general deterioration in the period 1990-1993, which has since
been followed by an upward trend, enhanced by higher quay-side prices;
an interview with the most important British Insurance Cy for fishing ves-
sels learned that there is a rather close relationship between the actual



market value of a vessel and its insured value, apart from time lags in
adjustment of the latter one.

Developments in the period 1991-1993

Detailed costs and earnings data of sample vessels in the period 1991-
1992 have been included in this and in the previous two interim reports.

The average cash flow of most of the Danish vessels from the port of
Thyboron could cover the (imputed) depreciation and interest costs in the pe-
riod 1991-1993. Hence, a net profit remained for the different size groups,
except for the larger trawlers. These industrial vessels faced major decreases of
sandeel landings, in particular in 1993. Lower plaice landings caused a worsen-
ing for the Danish seiners, whereas the owners of the gill netters could com-
pensate lower earnings in the cod fishery by cost reductions in 1993.

The economic situation of the French (semi-)industrial fleet worsened in
the period 1991-1993 in most cases. Only the 24m trawlers from Le Guilvinec
had a positive cash flow in this period. The 33m and 55m trawlers from Lorient
show an average cash flow shortage which threatens the continuity of the ves-
sels. The improvement of the returns of the Lorient 55m trawlers in 1993, as a
result of cost reductions, is a positive development. Continuous price decreases
of the main target species have been the main cause of these worsening of the
economic situation.

The Dutch beam trawlers had their best year in 1991, as a resuit of favour-
able flatfish prices. The returns decreased in the two subsequent years but a
net profit remained in most cases. Smaller shrimp vessels had the same declin-
ing tendency which resulted in net losses in 1993 1),

The UK fishery experienced mixed conditions in 1993. Haddock quotas
went up importantly and on the other hand, fish prices continued to weaken
due to increased availabilities. The English beam trawlers and the Scottish de-
mersal seiners show an improvement of returns in 1993, whereas the economic
situation for the Scottish demersal trawlers worsened in that year. Cash flows
of the demersal vessels where mostly insufficient in the period 1991-1993 to
cover the capital costs. This seems to be a threat for long-run financial viabili-
ties, except for the larger Scottish seiners which had only a small shortage in
1993. The nephrop trawlers indicate relatively strong financial out-turns in the
period 1991-1993. Cash flows could not cover the {imputed) depreciation and
interest fully, but net losses remained limited.

1)  All amounts in this report are expressed in ecu. It has to be kept in mind that ecu
exchange rates changed substantially in 1992. This means e.g. an ‘improvement’
of the Dutch vessel returns in 1993 measured in ecu, whereas the UK ones were
depressed by a 6% higher ecu rate with respect to £ Sterling.
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1. OBJECTIVE

The main objective of this study is to consider the level of return on capi-
tal of fishing vessels in Denmark, France, the Netherlands and the United King-
dom and to analyse factors influencing this return, with special focus on:

a. the fisheries management policy of the European Union;
b. national fisheries management measures;
C. innovative techniques.

This objective results from the Terms of Reference in the Call for tenders
for studies in the fisheries sector {1993).
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2. INTRODUCTION

Costs and earnings of fishing vessels have been studied during the EU FAR
project ‘Costs and Earnings of fishing fleets in four EC countries'. This FAR pro-
ject has resulted in a common publication of the four participating institutes
1). Costs and earnings of fishing vessels in 1989 and 1990 have been subject of
study in this project.

This ‘Return on Capital’ project starts with the financial year 1991 and
considers also the subsequent years 1992-1995. Moreover, estimations have
been made on the economic performances in 1996,

This study focuses more on the return on capital whereas the previous
FAR project concentrated on the costs and earnings of fishing vessels and on
the harmonisation of the profit calculations in the four countries {Denmark,
France, the Netherlands and the United Kingdom).

The methodoelogy of calculating the return on capital has been developed
in the previously mentioned FAR-project; thus, the figures expressing the return
on capital in this report are calculated in the same manner for fishing vessels
in Denmark, france, the Netherlands and the United Kingdom.

Whilst each country may have particular national management measures,
especially in coastal areas, fishing vessels of the four countries are subject to
the same measures resulting from the Common Fisheries Policy (CFP}, such as
Total Allowable Catches (TACs), technical measures with respect to mesh size,
closed areas etc. Moreover, they fish the same fish stocks to an important ex-
tent. Therefore, analysis of the impact of different management measures on
the profitability of the fleets could provide valuable information for those in-
volved in fisheries management policies.

tn many cases this impact of fisheries policies will be of somewhat relative
importance, because other factors such as fish prices may also influence the
return on capital of the vessels importantly. This influence of other factors has
also been considered in this study.

1 W.P. Davidse et al. (1993) "Costs and Earnings of fishing fleets in four EC coun-
tries’, LEI-DLO report OV 110.
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3. MATERIALS AND METHODS

Costs and earnings data of fishing vessels in the period 1991-1995 have
been the basis for calculation of the return on capital in this report.

The Danish part of the study is based on local costs and earnings studies,
which are undertaken by the Fishery Associations in the ports of. Thyboren,
Hirtshals and Skagen (1991 and 1992). Only data from Thyboran were available
for 1993 and subsequent years.

In 1991 293 guestionnaires were returned by the vessel owners, which
means that about 70% of the vessels in these three ports are involved in the
previously mentioned costs and earnings studies. Detailed data of 116 vessels
from Thyboren became available regarding the year 1993.

The French study is based on profit and loss accounts and balance sheets
which are collected directly from the trawler firms. This sample is representative
for the French industrial stern trawler fleet. In 1991 this fleet consisted of 114
vessels and financial data of 60 of these vessels (53%) are included in the sam-
ple. This fleet has been reduced to 97 vessels by the end of 1993. The sample
for that year includes 48 vessels. The data collection has been completed by
information from other participants in the industrial fishing sector like insur-
ance companies (to estimate the insured value of the vessels), suppliers of ves-
sels and engines (to estimate replacement values) and management of Affaires
Maritimes for more general information.

For the Dutch part of the study costs and earnings data have been col-
lected by the Fisheries Division of the Dutch Agricultural Economics Research
Institute (LEI-DLO). The method of data collection consisted of visiting the fish-
ermen or their accountants and extracting the data fram the accounts of the
participating fishing enterprises. The 1991 sample for this study contains 114
vessels, representing the Dutch cutter fleet which totalled 491 vessels at the
end of 1991 (23% represented). The beam trawler section is the main compo-
nent of this fleet, accounting for some 85 % of the landings value. The repre-
sentation was higher for 1993, since the number of sample vessels remained
the same (115), representing less (426) vessels. '

The UK financial statistics are based on annual survey data collected by
Scottish Office (SOAFD) and Seafish. These are voluntary surveys, the response
to which may vary from one year to the next, and do not reflect e.g. random
stratified sampling procedures. Previous experience has however confirmed
that this type of survey data is generally indicative of the situation in the indus-
try as a whole.

The Scottish sample consists of three sectors: demersal trawlers, demersal
seiners and nephrops trawlers. The sample of the 1991 survey (78 vessels) repre-
sents some 820 vessels (9.5%). The Scottish trawler and seiner fleets normally
account for over 90% of the total value of landings of demersal species in Scot-
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tand. The nephrops trawler fleet similarly accounts for upwards of 50% of the
value of total landings of shelifish. The 1993 sample includes 86 vessels, repre-
senting some 900 vessels (Scottish trawlers and seiners and nephrop trawlers).

The English survey is limited in this case to a sample of 19 vessels from the
beam trawler fleets (1991-1993). This represents some 10% of the beam trawler
sector in England/Wales, which normally accounts for some 25% of all landings
of demersal species {in England & Wales) and also lands elsewhere in EU.

Average profit and return on capital per vessel shown in chapters 5 and
7 have been calculated on the basis of estimated real economic costs of produc-
tion. The main difference with conventional fiscal profits is a cost amount for
(imputed) wage of the skipper-owner and a depreciation based upon the re-
placement value in the economic calculations. Thus, this 'economic’ profit is
much lower than the fiscal one. The 'economic’ net profit can be considered as
a reward for entrepreneurship. It should be added however that fishing enter-
prises, like agricultural holdings, are family enterprises so that 'normal’ eco-
nomic criteria for profit levels cannot be applied blindly to this kind of enter-
prises.

When the interest amount is added to the net profit an amount appears
that expresses the reward for the capital invested in the vessel.

Chapter 5 contains average costs and earnings figures for fishing vessels
in Denmark, France, the Netherlands and the United Kingdom presented in
uniform tables. All amounts are presented in ecu so that the level of costs and
earnings can be compared between the four countries.

Some items in these uniform tables are explained hereafter.

Labour, share, wages

Costs of all labour is included. For the skipper-owner an imputed amount
is calculated in cases {mostly} a salary is not paid to him. This imputed amount
equals the share of a crew member.

Common depreciation system

Depreciation allowances are often a major component of a fishing vessel's
financial accounts. Different systems may lead to big differences in net results
per vessels. Therefore uniformity in this respect is very important to get compa-
rable returns per vessel in the four countries involved in this project. Part of the
previously mentioned FAR costs and earnings study has been the development
of a uniform system of depreciation. The basis of this system is the replacement
value of the vessel, this value is equal to the current building costs of a similar
new vessel.

The hull of the vessel is depreciated in 25 years, 4% per year (straight-
line} on the basis of the replacement cost and after this period 2% of the re-
placement value is depreciated as an estimate for improvements on these older
vessels,

Engines with heavy use are depreciated in ten years, 10% per year and
4% after this period. In cases of more light use the depreciation period is 15
years, 6.7% per year and 2.5% after this period; all percentages based upon the
replacement cost.
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Interest

Interest costs per vessel will differ widely in practice due to differences in
the level of loans. To eliminate these differences an imputed interest has been
calculated for all vessels. This imputed interest refiects the opportunity costs of
the capital invested in the vessel and is hence independent of the way the ves-
sel is financed. This makes it possible to assess relative performance on the basis
of fishing activity as such.

The basis for the calculation of the imputed interest is the (nominal) book
value of the vessel, which is derived from the previously mentioned replace-
ment value and the depreciation system described above.

The real interest rate has been calculated as the difference between the
rate for Government Bonds and the inflation rate in each country.

Gross cash flow

This is the residual balance after the deduction of all operating expendi-
tures from gross earnings. This indicator shows the amount available for inter-
est payments and repayments of loans.

Return on capital
This is the key-indicator used in this report. it is represented by a percent-
age, resulting from the formula:

net profit + imputed interest
*100

insured value of the vessel

i should be kept in mind that the value of available fishing rights is not
inciuded in this return on capital figure. This concerns mainly Dutch and UK
fishing vessels, owning more or less individualised fishing rights (individual
transferable quota, licences). The value of these rights is not included in the
insured value of the vessel so that this measure of the capital value might be
a low estimate in relevant cases. No costs of fishing rights (such as depreciation
and interest) are included in the total annual costs of the vessels.
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4. PROCEDURE

This return on capital project is coordinated by LEI-DLO. The contract be-
tween the Commission of the European Union and LEI-DLO was signed on De-
cember 10, 1993. ENSAR, Rennes, participates in this project but has agreed a
separate contract with the Commission. The workprograms of both contracts
contain the same methodology for this project.

The methodology, developed in the FAR costs and earnings project (MA
2.589), has been used for calculating the return on capital.

The coordinator has made proposals for the different parts of the work,
during the three years period of this project, on the basis of the workprograms.

The costs and earnings figures of the four participating countries and the
contents of the interim reports have been harmonized during meetings in
Rennes (1994), Portsmouth and Edinburgh {1995) and the Hague (1996).

LEI-DLO has composed the interim reports and the final report from the
four country contributions.
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5. EARNINGS AND NET PROFIT PER VESSEL, IN
DENMARK, FRANCE, THE NETHERLANDS
AND THE UNITED KINGDOM IN THE PERIOD
1991-1996

5.1 Sample of the fleets in 1993
5.1.1 Sample of the Danish fleet

The Danish cost and earnings sample for 1993 is based on the local study
undertaken by the Fishery Association in the port of Thyboren. In 1992 there
has also been access to studies undertaken by the Fishery Associations in the
ports of Hirthals and Skagen. But unfortunately there is not undertaken any
costs and earnings studies for these ports in the period 1993-95. However,
when focusing on Thyboren, we have a reasonable representation of the ves-
sels operating in Denmark. In particuiar it has to noted that there is high repre-
sentation in the groups of Danish Seiners of more than 30 GRT and the group
of large trawlers larger than 200 GRT.

Table 5.1 Danish sample in 1993, containing the port of Thyboron

Size group Total number a) Number in sample b)  Represented %
Trawler 0-50 GRT 19 4 21
Trawler 50-120 GRT 13 10 77
Trawler 120-200 GRT 25 17 68
Trawler 200 GRT 19 17 89
Danish Seine <30 GRT 9 9 100
Danish Seine >30 GRT 68 49 72
Gill net 118 10 8

a) Number of vessels in the district of Lemvig based on the Danish Ministry of Fisheries;
b} Number of answered questionnaires in the costs and earnings study.

5.1.2 Sample of the French fleet

The French fishing fleet is usually divided into categories based on several
criteria whereby mainly used is the length of the vessel. Generally, the coastal
fleet concerns the vessels less than 16 metres and the high seas fleet the other
ones, The coastal fleet represents the main part of the French fleet (90% of the
total number of vessels and 60% of the total number of kilowatts).

As in 1992 and 1991, the French investigation in this study concerns just
a part of the total fleet which is called the ‘industrial’ fleet. The industrial ves-
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sels are generally up than 24 metres and are representing nearly 35% of the
total quantities of fresh fish landed in France in 1993. The main characteristic
of this fleet is that the vessels are owned by fishing companies and not by indi-
vidual fishermen. Those ‘industrial’ vessels are all trawlers and they are fishing
demersal species in fishing areas regulated by the EU.

The availability of some individual vessel accounts provided by those com-
panies have enabled an investigation of the evolution of the performance of
this fishing sector and the determining factors of such an evolution. As the
target species differ with the length of the vessel and the registered harbor,
those criteria have been maintained to categorize the industrial fleet in this
study.

Table 5.2 Sample of French (semi) industrial fleet in 1993

Harbors Total number Number in sample Represented %
Boulogne 13 o

Dieppe Fecamp 2 0

Lorient 14 8 57

La Rochelle 5 0

Concarneau 33 25 76

Etel (Lorient) 10 8 80

Le Guilvinec 20 7 35

Total 97 48 49

Source: Comptes GERMES: Etat de la flotte, ed. by UAPF.

In March 1991, the French government implemented a decommissioning
plan (called ‘the Mellick Plan’) to incite the vessels to leave the fleet and then
achieve the objectives fixed by the POP. This Plan concerned the entire French
fleet and have been useful for the industrial feet. The diminution of the num-
ber of the vessel due to the Mellick Plan is effective in 1993. Thirteen vessels
left the industrial fleet in one year and this fact concerns all the length catego-
ries except the 24 metres. Globally, it is consistent with the diminishing trend
of economic results registered by the industrial fleet in France since 1990. The
greatest diminution is observed in the category of 33 metres of Etel (more than
50%) which have registered the worse economics results for many years.

The representativity of the sample is nearly the same as 1992,

5.1.3 Sample of the Dutch fleet

The fishing activity of the Dutch cutter fleet is almaost completely concen-
trated on the North Sea.

In het Dutch sample the vessels are classified into groups according to
their power and the type of fisheries and therefore with the structure of the
company.
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Four type of vessels can be distinguished:

- smaller vesseis up to 190 kW, Almost all of them are specialized on shrimp
fisheries. Their fishing area is the Wadden Sea but also the shallow
coastal waters along the Dutch and Danish coast (depending on the sea-
son);

- the smaller vessels with engines between 191 and 220 kW. Most of these
ships practise several types of fisheries during the year e.g. shrimp (au-
tumn and winter), flatfish (spring) and cod (summer);

- medium (-size} vessels {295-440 kW) targeting cod and whiting or beam
trawling on demersal species like sole and plaice;

- big vessels above 810 kW. Almost all of these ships are specialized in
beam trawling on flatfish.

Table 5.3 Sample of the Dutch fleet in 1993

Region and size group {in kW) Total number Numberin sample Represented %

Region North
110 - 150 43 4 9
151 - 190 47 12 26
191 - 220 75 16 21
295 - 440 17 10 59
810 - 1,100 28 8 29
1,101 - 1,470 61 14 23
>1,470 18 15 3

Region South
191 - 220 49 15 3
810 -1,100 9 6 67
1,101 - 1,470 23 5 22
>1,470 26 10 38

Source: Ministry of Agriculture, Nature Management and Fisheries; LEI-DLO.

The sample is divided in two regions: ‘North’ are ships with their home
port north of Scheveningen, ‘South’ refers to the opposite.

There is no specific regional specialization in the Netherlands, except for
the smaller shrimp vessels which are concentrated in the region North.

5.1.4 Sample of the UK fleet

The figures relating to 1993 are based on annual surveys as in 1990-92.
In the case of the Scottish vessels, however, the samples reflect a new system
of data collection based on returns made available by The Fishsalesmen's Asso-
ciation (Scotland) Ltd. (FAS} in relation to vessels under their members’ man-
agement.
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In general this has altered the balances of the samples {e.g. the demersal
trawl sector is more strongly represented than before). it should also be noted
that the operations of the FAS’s membership are very largely confined to ves-
sels based on the North East mainland of Scotland. This is of course the main
centre of the Scottish demersal fleet; but there are important centres elsewhere
{notably in the Shetland Isles) which are not represented.

In line with the above, the figures derived from these samples are gener-
ally unlikely to provide more than a broad indication of out-turns in relation
to the relevant sectoral populations. It should also be noted that the changes
in the balances of the Scottish samples imply that comparisons as between out-
turns for 1993 and eartier years are liable to be misleading {(especially in rela-
tion to apparent marginal changes/trends).

The Scottish samples cover the same three sectors as in the 1990 and 1992
surveys; i.e. demersal trawlers, demersal seiners and nephrops trawlers.

Table 5.4 Scottish sample in 1993

Sector Total number Number in sample Represented %
Demersal Trawlers 376 42 1
Demersal Seiners 191 26 14
Nephrops Trawlers 335 18 S

Note: The population figures exclude vessels under 20 GRT for demersal trawlers and
seiners; and under 10 GRT for nephrops trawlers.

The sample in the case of demersal trawlers is larger than before {23 in
1992) and now represents 11% (7%) of the population. The nephrop trawlers
are unchanged (in terms of vessel numbers} relative to 1892; but there are
fewer demersal seiners.

The English survey is limited in this case to a sample of 19 vessels from the
beam trawler fleet. This is in effect a sub-sector representing vessels mainly
fishing in the North Sea the out-turns of which are unlikely to correspond to
those relating to other sub-sectors e.g. in the South West of England.

5.2 Earnings and Net Profit per vessel in 1991, 1992 and 1993 in Den-
mark, France, the Netherlands and the United Kingdom

5.2.1 Danish vessels of Thyboran

The development in the economic performance of the operating vessels
from 1992 to 1993 has heen dominated by decreases in the earnings of sandeel
and plaice. The drop in the sandeel landings has affected the trawlers larger
than 50 GRT, whereas the plaice fisheries has had the consequence of reducing
the earnings for the Danish seiners.
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When looking at the separate vessels categories, it can be noted that the
Danish seiners have been able to reduce the operating costs. This development
is in line with the decrease in the fishing activity in the plaice fishery. On the
other hand it has to be noted that the seiners have not been able to reduce the
operating costs at the same rate as the drop in the earnings. As a consequence
the net profits have developed negatively for Danish seiners between 1992 and
1993,

Looking at the gill netters, which are depending on the cod fish, the year
1993 gave a decrease in this fisheries. However, it is important to note that the
netters have been able to reduce the costs of salary, gear and maintenance in
general. This means that between 1992 and 1993 the gill netters have been
able to reduce their operating costs with 21%, and thereby increasing the net
profitin 1993,

There are operating only a few trawlers smaller than 50 GRT in the port
of Thyboren. This category of small trawlers is the only group of vessels that
have increased their average earnings between 1992 and 1993. These small
trawlers have been able to keep the operating cost constant between 1992 and
1993 so that the increase in earnings has completely resulted in an increase in
the net profit of the operating vessels.

The earnings of the small trawlers between 50 and 120 GRT have been
stabilized in the years 1992 and 1993. There has been a decrease in the land-
ings of sandeel, but the small trawlers have been able to compensate the de-
crease in the reduction fisheries by an increase in the earnings of plaice and
cod. Moreover, it has to be noted that the small trawlers have been able to
reduce the operating costs with approximately 2%. The final result for the
small trawlers between 50 and 120 GRT is that they have improved the net
profit between 1992 and 1993.

In 1992 and 1993 economic performance of the medium size (120-200
GRT) and large trawlers (> 200 GRT) has bean affected by a decrease in the
reduction fisheries. The sandeel is the most important catch for these trawlers,
and in 1993 the catch value of the sandeel was reduced by respectively 44% for
the large trawlers and 27% for the medium size trawlers. The medium and
large trawlers have been able to reduce the operating costs as a consequence
of the recession in the sandeel fisheries. However, it has not been possible for
the trawlers to neutralise the decrease in the earnings. As a consequence both
the gross cash flow and the net profit was reduced in 1993.
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Table 5.5 Average costs and earnings per vessel in Denmark in 1993, port of Thyboren,

district of Lemvig fecu)
Size group Trawler 50-120 Trawter 120-200 Trawler »200
Number 10 17 17
kW a) 305,6 544.9 829,2
GRT a) 751 159,7 310,3
M * * *
Days-at-sea * * *
Earnings
Reduction 99,500 388,750 607,625
Consumption 148,125 145,000 289,250
Total earnings 247,625 533,750 896,875
Running costs
Fuel and lube ail 27,125 78,625 135,250
Costs of selling fish 27,125 67,625 109,250
Other running costs * * *
Total running costs 55,500 146,250 244,500
Labour, social insurance 94,125 161,500 256,750
Vessel costs
Repairs, hire, maintenance 20,750 59,375 87,875
Other vessels and general costs 39,125 85,000 151,125
Total vessels costs 59,875 452,125 740,250
Total costs/expenses 209,500 452,125 740,250
Gross cash flow 38,125 81,625 156,625
Depreciation b) 25,973 84,800 156,967
Interest c) 2,179 13,689 20,621
Net profit or loss (-) 9,973 -16,865 -20,963

Special earnings d} 6,875 10,625 8,875

Net profit or loss {-)
after spec. earnings 16,848 -6,240 -12,088

*} Information not available; a} KW, GRT are not available but based on average fig-
ures of the Ministry; b} Imputed see appendix 1; ¢) Imputed see appendix 1; d) Special
earnings: capital gains, interest income etc.

Note: Exchange rate DKK/ecu is assumed fixed 8 DKK per Ecu in 1990-1993.

Source: Fishery Association in Thyboren.
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Table 5.6 Average costs and earnings per vessel in Denmark in 1993, port of Thy-
boren, district of Lemvig (ecu)

Size group Gill net Danish Seine Danish Seine Trawler
0-30 GRT »>30 GRT 0-50 GRT
Number 10 9 49 4
kW a) 99.6 100,2 161,5 175,1
GRT a} 16,2 24,7 42 20,8
M * * * *
Days-at-sea * * * *
Earnings
Reduction 0,000 0,000 0,000 7.875
Consumption 151,250 120,000 186,375 162,500
Total earnings 151,250 120,000 186,375 170,375
Running costs
Fuel and lube oil 5,250 5,000 9,750 13,625
Costs of selling fish 17,750 16,125 22,625 20,750
Other running costs * * * *
Total running costs 23,000 21,125 32,375 34,375
Labour, social insurance 61,125 53,375 81,375 68,875
Vessels costs
Repairs, hire, maintenance 10,875 12,125 18,875 17,500
Other vessels and general costs 31,625 16,375 27,375 24,500
Total vessels costs 42,500 28,500 46,250 42,000
Total costs/expenses 126,625 103,000 160,000 145,250
Gross cash flow 24,625 17,000 26,375 25,125
Depreciation b) 6,318 8,458 14,178 11,153
Interest ¢) 1,361 1,374 1,950 1,354
Net profit or loss (-) 16,946 7,168 10,247 12,618
Special earnings d) 2,250 4,250 5,500 3,125

Net profit of loss (-)
after spec. earnings 19,196 10,772 15,747 15,743

*) Information not available; a) kW, GRT are not available but based on average fig-
ures of the Ministry; b) Imputed see appendix 1; ¢} Imputed see appendix 1; d) Special
earnings: capital gains, interest income etc.

Note: Exchange rate DKK/ecu is assumed fixed 8 DKK per ecu in 1990-1993.
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Table 5.7 Average returns per vessel in Denmark in 1991, 1992 and 1993, port of
Thyboren, district of Lemvig (ecu}

Return by vessel group 1991 1992 1993
Trawler 0-50 GRT

Total earnings 285,500 157,375 170,375

Gross cash flow 36,000 13,375 25,125

Net profit {or loss} a) 20,990 -851 12,618
Trawifer 50-120 GRT

Total earnings 325,500 250,750 247,625

Gross cash flow 41,250 34,500 38,125

Net profit {or loss a) -B,097 2,071 9,973
Trawler 120-200 GRT

Total earnings 634,375 601,375 337,505

Gross cash flow 121,500 102,375 81,625

Net profit {or loss a) 11,409 -13,887 -16,865
Trawler >200 GRT

Total earnings 1,149,625 1,117,000 896,875

Gross cash flow 243,750 246,375 156,625

Net profit {or loss a) 36,263 42,247 -20,963
Danish seine 0-30 GRT

Total earnings 152,000 145,750 120,000

Gross cash flow 26,625 26,625 17,000

Net profit (or loss a) 16,590 16,682 7,168
Danish seine >30 GRT

Total earnings 213,625 208,375 186,375

Gross cash flow 34,125 34,250 26,375

Net profit (or loss a) 17,443 16,930 10,247
Gill netters

Total earnings 213,125 176,625 151,250

Gross cash flow 22,125 21,625 24,625

Net profit {or loss a) 13,290 12,404 19,946

a) Gross cash flow minus imputed amounts for depreciation and interest.
Note: The net profit is exclusive special earnings and is calculated according to the
common method of depreciation and interest imputation.
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5.2.2 French vessels of 24 metres and over

Table 5.8 Average costs and earnings per vessel, 1993 (ecu)

Le Guilvinec Concarneau Lorient Lorient
Metres 24 34 33 55
kw 442 619 610 2139
GRT 100 233 234 645
Age 9 10 22 19
Days-at-sea 258 261 240 278
(Days fishing) 192 183 194 176
Total earnings 536,308 892,447 862,387 2,181,250
Running costs
Fuel and lube oil 75,803 137,311 124,849 285,404
Costs of selling fish 48,338 110,423 52,379 138,746
Other running costs 9,621 54,230 27,020 16,635
Total Running costs 133,762 301,964 204,248 440,785
Labour, Social insurance 234,151 366,616 370,600 753,134
Vessel costs
Repairs, hire, maintenance 60,112 168,731 175,604 433,705
Vessel insurance 16,005 31,873 31,873 71,526
Other vessels and general costs 40,743 69,940 213,331 496,771
Total vessel costs 116,860 270,544 420,808 1,002,002
Total costs/expenses 484,773 939,124 995,657 2,195,921
Gross cash flow 51,535 -46,677 -133,270 -14,671
Depreciation 56,237 123,381 108,969 348,810
Interest 41,994 88,205 25,736 99,830
Net profit or loss (-) -46,696 -258,264 -267,976 -463,312

Source: individual vessel cost and earning accounts.

Earnings differ with the size of the vessel hut also with the target species.
In Lorient, the industrial fleet concentrates its activity on ‘abundant’ species,
while in Concarneau and Guilvinec, ‘noble’ species (in terms of market value)
are more searched for, If in 1993, the earnings of Concarneau's 34 metres and
Lorient's 33 metres are almost the same, it does not allow to conclude a similar-
ity of strategies (in terms of target species).
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Economic results are influenced by the fishing strategies of vesseis but
also by their characteristics. The differences of travel days between the
Lorient's 33 m. average vessel and the Concarneau's one is mainly due to the
generalization of the new landing sites (near fishing areas) utilization for the
Lorient's fleet, while this option is only occasionally used by the Concarneau's
vessels in 1993. However, the fuel and lube oil costs da not differ so largely.
This is not the case for costs of selling fish which are almost twice as high for
Concarneau's vessel than Lorient’s one. With the new landing sites, the fish is
now landed by the crew. This allows to reduce the costs of selling fish which
were mainly composed by costs for the landings.

The age of vessel may also play an determining role. The port of Lorient
concentrates older vessels than Concarneau and Guilvinec and this is may be
the explanation of the high level of vessel costs for the first ones.

In terms of gross cash flows and net returns, Guilvinec's vessels are com-
paratively more profitable. However, Lorient's 55 m. average vessel registered
better gross cash flow than the 30 m. vessels, so that the variable costs are not
proportional to the size of the vessel. Based on our calculation of theoretical
depreciation and interest costs, the net results of Lorient are the worst and
show that the viability of this kind of vessel is largely endangered due to the
importance of the costs of capital.

Table 5.9 Average returns per vessef in 1991, 1992 and 1993 (ecu)

Return by vessel group 1991 1992 1993
Trawler (24 m., 442 kW, 100 GRT, port of Guilvinec)

Total earnings 581,578 575,131 536,308
Gross cash flow 86,411 73,093 51,535
Net profit {or loss) a) -21,970 -36,824  -46,696
Trawler (34 m., 630 kW, 229 GRT, port of Concarneau)

Total earnings 963,558 968,063 892447
Gross cash flow 14,903 -6,578  -46,677
Net profit (or loss) a} -194,197 -223,040 -258,264
Trawler (33 m., 631 kW, 248 GRT, port of Lorient)

Total earnings 910,667 807,256 862,387
Gross cash flow -73,266 -125,650 -133,270
Net profit {or loss) a) -212,866 -281,269 -267976
Trawler (55 m., 2165 kW, 649 GRT, port of Lorient)

Total earnings 1,996,397 2,243,774 2,181,250
Gross cash flow -64,785 -153,491  -14,671
Net profit {or loss) a} -545,867 -634,055 -463,312

a) Gross Cash Flow minus imputed amounts for depreciation and interest (see appendix
2).
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None of the categories of vessels are able to cover their depreciation and
interest costs in 1993. While the 24 metres of Guilvinec were able to cover its
depreciation cost in 1991 and 1992, the cash flow registered by this average
vessel is not sufficient in 1993. However, if the renewal of the industrial fleet
has really been difficult for several years, two trends can be seen between 1991
and 1993. An increasing trend in economic results for the 33 metres and 55
metres of Lorient and a decreasing one for the 34 metres of Concarneau and
the 24 metres of Guilvinec.

Earnings

The comparisen between the evolution of earnings of the vessels of the
same category of length from ports of Concarneau and Lorient appears very
interesting. it seems that in 1993, the difference in the earnings between those
two categories of vessels have been reduced strongly. While the quantity
landed by Concarneau's average vessel has been increased between 1992 and
1993 (+11%), the decrease in all the species price has strongly affected this
diversified fleet. However, Lorient's 33 m. average vessel concentrates its
catches on whiting (55% of total catches in quantity) and cod (23%).

The specialization of this fleet on two species may lead it to develop new
kind of market relationships in the form of selling contracts with the processing
industry or distributors which search for stability of the supply. This kind of
market contracts allows them to reduce the risk due to the variability of the
market prices and is more and more usual in the industrial fishing sector now.
So that the fishing strategy of industrial vessels reflects more and more the
evolution implemented backwards in the fishing sector. The availability of the
fish {in terms of abundance in the fishing areas) becomes then the main prob-
lem.

The relative scarcity of the marine resource seems to have affected the 24
metres of Guilvinec, which have registered a great diminution of their earnings.
It seems that the decreasing prices of their target species could not have been
compensated by a sufficient increase of catches,

The 55 metres of Lorient have faced a decrease in the price of saithe one
of its target species of 29% between 1992 and 1993. The low prices seem not
to have been fully compensated by the augmentation of quantity landed
{(+19%).

Gross cash flows and Net value Added

The evolution of the gross cash flows is linked with the net value added
1) one, because of the remuneration system which is globally based on the
economic results (net earnings for the biggest vessels and net earnings minus
running costs for the others, see appendix 2). For the first time since the begin-
ning of the study, the 55 metres of Lorient are almost able to cover theit ‘vari-
able’ costs. This is due to a great reduction in the running costs which represent
20% of the total earnings in 1993 while it represented 33% in 1991. The imple-

1) Net value added: total of profit, interest and wages.
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mentation of new landing sites near fishing areas have lead to a reduction of
fuel and landing costs.

The same remark can be made for the 33 metres of Lorient but there, the
diminution of the proportion of running costs in earnings have been compen-
sated by an increase in vessel costs as can be seen in the following table,

Table 5.10 Running costs/earnings and vessel costsfearnings

Lorient - 33 metres Running costs/earnings (%) Vessel costs/earnings (%)
1991 44 28
1993 24 49

The evolution of gross cash flow for the Concarneau and Guilvinec fleets
are globally linked with the evolution of their earnings. The costs structure of
those vessels is not really changed during the period (1991-1993). The decreas-
ing trend of prices coupled with a relative scarcity of the marine resource in the
fishing areas are then the major determining factors.

Net Profit

All the net profits are negative and largely negative so that the renewal
of the industrial fleet in the future is doubtful. The gross cash flow registered
by all the categories of vessels is not sufficient to insure the renewal of the
industrial fleet because of the importance of capital costs (long term costs) in
this sector, and particularly for the big trawlers. So the decrease of the real
interest rates during our investigation period (see appendix 2) would not have
any effect, faced to the poor perspectives of profitability of the activities.

However, the innovations implemented by the fishing companies during
the crisis have lead to the reduction of some kind of costs, which is a good per-
spective for the future. For the moment, those investments (material or imma-
terial) permit to maintain some attractiveness of the fishing activity for the
crew because they are mainly concentrated on the reduction of running costs
which has influenced the crew wages positively.

it seems that the decreasing trend of the fish prices, which has affected
all the European fleet in the beginning of 1990s, is the main cause of the dete-
rioration of the vessels’ economic results. The French fishing fleet has faced a
strong crisis and the decreasing trend of economic results between 1990 and
1993 has affected the entire French fleet. The decreasing trend of the fish
prices is keeping on now, while the economic results of the French industrial
fleet seams to be globally better these recent years.
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Table 5,11 Average fish (per kg) price in France {ecu)

1990 1991 1992 1993 1994 1990-94

Cod 2.28 2.53 2.24 2.02 1.86 -18%
Saithe 0.90 1.05 1.00 0.70 0.75 -16%
Whiting 1.29 1.35 1.19 1.03 0.89 -31%
Hake 3.93 413 4.24 4.04 3.05 -22%
Rat-tail - 1.07 1.01 0.96 0.97 9%
Anglerfish 3.92 4.49 463 4.1 362 -8%
Rough fish - 1.97 257 2.78 2.80 2%

Source: '‘Rapports sur la production de I'industrie des péches maritimes’ ed. annually
by the Comité Central des Péches Maritimes.

5.2.3 The Dutch cutter fleet

The Dutch cutter fleet showed stable gross earnings in 1993 measurement
in ecu. However, in natural guilders, gross earnings were 6% lower than in
1992 and net profits dropped sharply 1). Earnings decreased mainly because of
a drop in prices for most of the species but probably also due to a decrease of
the landings.

Running costs increased by 3% due to an increase of the number of days-
at-sea. Labour costs went down 9% because of lower earnings.

Decreasing earnings were reported for four of the ten size-groups in-
volved in the study. Especially the size-group 810-1,000 kW showed a consider-
able decrease {north ---9%, south -/-20%). Four size-groups showed a very small
increase of the earnings with only 1 or 2%. Only two-size groups managed to
increase their earnings significantly {(south 191-220 kW and South >1470 kW)
probably because of a further concentration of fishing rights to these vessels.

Net profits decreased in 1993 for eight of the ten vessel groups. Only the
small and the big vessels from the south managed to increase their profits.

For the smaller sized vessel groups (<220 kW) the total earnings were
more or less stable. Only the group South 191-220 kW showed a significant
increase in earnings. For all the groups the running costs increased while the
vessel costs increased for the three north groups. As a result the total
costs/expenses increased for all the four groups of small vessels. Gross cash flow
was lower for the North Sea cutters. For the smaller vessels from the south the
increase in earnings outperformed the increase of the costs/fexpenses so that
the gross cash flow also improved. The sum of depreciation and interest in-
creased for the North groups but decreased slightly for the smaller vessel from
the South.

1)  This different development was caused by the change in exchange rate of the
ecu between 1992 and 1993: 1991 and 1992 ecu = NLG 2.31, 1993, 2.17.
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Table 5.12 Average costs and earnings per vessel in the Netheriands in 1993 (ecu)

Size group Region North South
kW 110-150 151-190 191-220 191-220
GRT 30-60 30-60 50-70 40-80
M 16-20 16-21 20-24 18-24
Days-at-sea 108 137 154 154
Total earnings 95,769 154,414 351,504 360,000
Running costs

Fuel and lube oil 7.301 11,739 35,294 38,388
Costs of selling fish 6,120 10,770 23,391 23,022
Other running costs 7.805 9,420 11,538 11,073
Total running costs 21,226 31,929 70,223 72,483
Labour, social insurance 36,083 62,748 124,685 118,331
Vessel costs

Repairs, hire, maintenance 18,647 24,915 61,603 55,860
Vessel insurance 311 5,282 13,242 15,135
Other vessel and general costs 6,489 7.504 22,087 25,782
Total vessel costs 28,247 37,701 96,932 96,777
Total costs/expenses 85,556 132,378 291,840 287,591
Gross cash flow 10,213 22,036 59,664 72,409
Depreciation 13,517 25,344 35,623 42,620
Interest 1,492 6,757 12,717 17,127
Net profit or loss (-) -4,796 -10,065 11,324 12,662

Source: Fishery Accounting Data Network of LEI-DLO.

Net profit decreased for the Northern vessels but improved for the vessels
from the South. The two smallest size groups from the North showed an aver-
age negative net profit in 1993.

All the vessels of size-group 191-220 spent more days-at-sea.
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Table 5.13 Average costs and earnings per vessel in the Netherfands in 1993 (ecu)

Size group ’ Region North South
kw 295-440 810-1,100 810-1,100
GRT 80-135 190-270 170-270
M 23-29 30-38 30-35
Days-at-sea 161 195 157
Total earnings 356,089 853,674 750,422
Running costs

Fuel and iube oil 34,093 169,978 119,233
Costs of selling fish 28,225 56,871 41,260
Other running costs 14,521 18,808 14,052
Total running costs 76,839 245,657 174,545
Labour, social insurance 129,650 232,620 227,854
Vessel costs

Repairs, hire, maintenance 65,321 131,909 114,831
Vessel insurance 17,043 34,677 37,518
Other vessel and general costs 19,538 45,530 43,883
Total vessel costs 101,502 212,116 196,232
Total costs/expenses 308,391 690,393 598,631
Gross cash flow 47,698 163,281 151,791
Depreciation 41,417 119,141 97,040
Interest 7,969 16,724 14,473
Net profit or loss {-) -1,688 27,416 40,278

Source: Fishery Accounting Data Network of LEI-DLO.

Total earnings increased slightly for the medium-sized vessels {295-440
kW). The increase of the total costs/expenses, however, exceeded the increase
of the earnings. As a result gross cash flow dropped with 12%.

Total earnings decreased for the other two groups of medium sized (810-
1,100 kW) vessels, both North and South. This decrease was sharper (-/- 20%)
for the vessels from the South than for the Northern vessels {-/- 6%). Costs were
higher for the northern cutters but lower for the Southern cutters. Net profits
dropped sharply for all vessel groups. The net profit of the size group 295-440
kW tumed out to be negative in 1993. The vessels of region North spent more
days-at-sea, the vessels from region South less.
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Table 5.74 Average costs and earnings per vesse! in the Netherlands in 1993 (ecu)

Size group Region North South
kw 1,101-1,470 >1,470 »>1470
GRT 270-390 290-430 260-380
M 35-42 36-43 35-41
Days-at-sea 196 207 178
Total earnings 1,112,037 1,424,935 1,512,945
Running costs

Fuel and lube oil 222,280 304,870 281,686
Costs of selling fish 70,929 89,811 100,370
Other running costs 20,565 20,649 20,957
Total running costs 313,774 415,330 403,013
Labour, social insurance 291,659 361,086 383,963
Vessel costs

Repairs, hire, maintenance 133,603 197,389 232,889
Vessel insurance 39,579 42,638 48,032
Other vessel and general costs 58,130 51,283 72,883
Total vessel costs 231,312 291,310 353,804
Total costs/expenses 836,745 1,067,726 1,140,780
Gross cash flow 275,292 357,209 372,165
Depreciation 157,545 237,461 221,411
Interest 55,422 58,300 43 868
Net profit or loss (-) 62,325 61,448 106,886

Source: Fishery Accounting Data Network of LEI-DLO.

Total earnings in the large size-groups (>1,100 kW) were stable for the
North groups and increased for the South groups (+10%). Total costs were
higher than in 1992 mainly due to higher total running costs. Vessel costs re-
mained more stable while costs for labour and social insurance were lower for
the North but higher for the South due to the increased earnings. The increase
of the running costs was caused by the fact that all the vessels spent more days-
at-sea compared to 1992. Net profits remained positive for all size-groups but
Northern vessels in the 1,101-1,470 kW group saw their profits more than
halved. Large vessels from the South (>1,470 kW) improved their profit signifi-
cantly with an increase of more than 100%.
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