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KEY POINTS 
 

i. Global fishing subsidies are the single largest contributor to overfishing and IUU fishing. 

It has become the single-most important factor in deciding the outcomes of trade 

negotiations at the WTO between the developed countries and developing as well as 

least developed countries as a group.  

ii. The brief suggest a policy strategy which aims for ‘minimization’ of subsidies instead of a 

call for ‘ending’ subsidies. The policy in its first intent aims to create a conducive and 

cooperative environment among countries at WTO before a move towards ending 

subsidies is made. 

iii. The policy strategy targets overfishing by proposing a market based exchange system 

where predetermined and verified national fishing quota (NFQ) can be traded among 

member countries.  

iv. The WTO acts as a regulator of this exchange and ensures that an efficient trading 

process is established. 

v. NFQ exchange helps countries with large number of fishing vessels to effectively engage 

its fleet in deep sea fishing and minimize the downtime. This will in turn make a case for 

the respective national government to scale back fleet building and fuel subsidies.  

vi. An effective NFQ exchange is likely to make IUU fishing difficult as the countries are 

likely to benefit more by selling their unharnessed capacity from their quota at the 

exchange.  

vii. In its mid-term effect the proposed policy strategy might lead to a concerted action 

amongst nations to end a select list of direct subsidies and achieve the 2020 target. 

 

1. Introduction 

This policy brief presents an implementable strategy in response to the problem of driving 

consensus on ending fisheries subsidies among member countries at WTO. While the WTO 

negotiations on fisheries in the last three rounds have drawn policy attention to fisheries 

subsidies extended by several developed and developing countries, there has been scant 

progress in realizing a workable approach that cohesively works towards a gradual elimination 

of such fishing subsidies. From a broader perspective this problem in fisheries sector locates 

itself in the recently introduced Sustainable Development Goals, Goal 14 on Ocean, Seas and 

Marine Resources.  

SDG includes as target (14.6) to reduce and prohibit new fisheries subsidies as this has led to 

overfishing and depletion of global fish stock. Target 14.6 states –  
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REDUCING FISHERIES SUBSIDIES  

A priority list 

1. Set catch limits in member 

countries to ensure sustainability 

 

2. Start a global register of MSY of 

fish in maritime limits of WTO 

member countries 

 

3. Identification and blacklisting of 

fisheries subsidies that directly 

amount to overfishing and IUU 

quantities. 

 

4. Setting up a regulatory body 

located at the WTO to oversee 

NFQ exchange related affairs 

and enforce rules. 

 

“by 2020, prohibit certain forms of fisheries 

subsidies which contribute to overcapacity and 

overfishing, and eliminate subsidies that contribute 

to IUU fishing, and refrain from introducing new 

such subsidies, recognizing that appropriate and 

effective special and differential treatment for 

developing and least developed countries should be 

an integral part of the WTO fisheries subsidies 

negotiation.” 

The above SDG target presents the problem of 

driving consensus on ending fisheries subsidies 

among member countries at WTO negotiations 

whereas the subsidy issue continues to remain one 

of the primary areas of disagreement among the 

countries.  

Considering the history of negotiations on this issue, 

from 2003 to 2010 an agreement on a common 

framework of operation in fishing sector which is 

beneficial to all members in terms of returns from 

the sector and also achieves to contain fishing 

quantity within the maximum sustainable yield 

(MSY) limits has failed. SDG Target 14.6 offers fifteen years period for WTO to achieve 

prohibition of certain fishing subsidies, specifically, on new fleet construction, fuel and 

operating costs. Further, WTO also needs to bring the member countries to an agreement on 

banning new subsidies on fleet size expansion or technology upgradation completely.  

As a background to the lack of consensus amongst the member countries Chart 1 highlights a 

useful trend in fisheries subsidies. Chart 1 shows that fuel subsidies contribute over 22% of the 

total subsidies provided. This is followed by subsidies for management (20%) and ports and 

harbours (10%). At an aggregate level subsidies provided by developed countries is far higher at 

65% than those provided by developing countries at 35%. This explains the difference of 

opinion on measures to curb subsidies and IUU fishing internationally, at WTO. 
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Chart 1: Composition of the subsidy estimates by sectors among developing and developed countries. (Source: Note 
published by Policy Department, Directorate-General for Internal Policies, Policy Department, Structural and Cohesion 
Policies, European Parliament) 

Yet another indicator that affirms this differential position on subsidies between the developed 

and developing countries is the categories of subsidies. Chart 2 shows that capacity-enhancing 

subsidies are far greater than ambiguous and beneficial subsidies, in both developed and 

developing countries. This is the category of subsidies that cannot be put to an abrupt end as 

first, the countries under no circumstance accept to stop capacity-enhancement and second, 

this is likely to further spark the debate of who should do it first.  

In fact, it is this trend in subsidies i.e. a large contribution to capacity-enhancement that the 

proposed policy strategy acts upon and neutralize its overfishing effect. 

It is necessary to note that the general definition of subsidies used here is as used in the 

context of the WTO Subsidies and Countervailing Duties Agreement (the SCM Agreement). This 

currently serves as the only internationally agreed definition of a subsidy and was developed to 

be applied as part of a basic instrument of international trade law. The SCM Agreement 

definition of subsidy contains three basic elements: (i) a financial contribution; (ii) by a 

government or any public body within the territory of a Member; (iii) which confers a benefit. 

All three of these elements must be satisfied in order for a subsidy to exist. 
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Chart 2: Global fisheries subsidy estimates by categories amongst developed and developing countries. (Source: Note 
published by Policy Department, Directorate-General for Internal Policies, Policy Department, Structural and Cohesion 
Policies, European Parliament) 

 

2. Policy strategy: Introduction of  National Fishing Quota (NFQ) trading 

exchange 

The NFQ Exchange as a proposed strategy to affect a regime of lower subsidies and 

consequently seizure of direct subsidies like capacity-enhancement is based on observation 

of certain characteristic features prevalent in deep-water fisheries globally.  It is 

characterized by lack of shared overall strategic plan, poor integration and collaboration 

and the limited ability of WTO member nations in influencing control of services and rules 

imposed on deep-water fishing as well as associated services. This has led to a prevalence of 

non-collaborative and limited co-operation among countries.  

Knowing that change in subsidies to the fishing sector can make the respective government 

unpopular with their voters as well as can prove to be a political risk the proposed strategy 

as a part of its program suggests CTE at WTO to consider urging the fisheries dependent 

countries with mechanized fleets and with long running substantial subsidy program to re-

channelize their subsidies such that the WTO negotiations between less developed and 

developing countries with fishing as a major sector and the developed countries particularly 

OECD members.  
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2.1 NFQ Exchange 

According to the EU's Common Fisheries Policy member states have quotas for the quantity 

of fish of each variety that the members are allowed to catch. The main intent of this policy 

was to manage fish stock for the European Union as a whole. This system has helped EU 

regulate fishing of various fish varieties in its territorial waters. The contention of the 

fishermen is that this policy threatened their livelihoods and moreover that depletion of fish 

stock has been happening for decades and not just during the period when this policy was 

introduced. However, considering the long run effect of this policy in EU, there are 

evidences of its impact, especially that EU did not reach the same fate of cod fish 

population collapses as that on Canada’s eastern coast which has led to a long running ban 

on cod fishing in Canada. 

This alternative pushes for a building a record of MSY based fish production capacity of each 

member country in its territorial waters, referred as the Total Allowable Catch (TAC) which 

is used to assess whether the member country is harvesting its fish resource to that capacity 

or lesser than that. Based on the record of excess capacity among member countries and 

verified by WTO, the national fishing (NFQ) quota of the respective member country is 

calculated (based on MSY and TAC factors) and this is then opened up for other countries to 

buy and fish in the respective country’s waters.  

 

2.2 Allocation, Trade and Management 

The underlying regulatory move in this policy strategy is that it aims to initiate a property 

regime in deep-water fisheries. This can single handedly create an enormous impact on 

reduction of IUU fishing if implemented effectively. The outcome however may be realized 

in a ten year time frame. The process of quota determination and how it is traded as well as 

the rules governing the ownership of quota will directly influence the market for it.  A 

designated management authority will be responsible for initial allocation, the nature of 

right exclusivity, quality of life, and duration), ownership limits (minimum or maximum 

quantities, nationality of owners) and limits over transfers (divisibility, restrictions on sale, 

leasing options).1 

In New Zealand, the nature of the property right, and how it is managed, has changed since 

the introduction of the quota management system, reports a study by Sachirico et al (2005). 

It begins with an initial distribution of deep-water fish quota to established participants, 

                                                           
1
 These details on quota based management of fisheries are informed by a successful implementation of such a 

system in New Zealand.  
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through to a system that manages virtually all commercial species and where new quota are 

auctioned to the highest bidder. 

 

2.3 Downstream effects of NFQ Exchange 

The NFQ exchange where the member countries can trade their excess fishing capacity as 

determined by WTO addresses two problems simultaneously - first, developed countries are 

less likely to bust MSY limits and contribute to IUU fishing; second, that this opens up an 

avenue for the subsidized large fishing vessels to venture out into the oceans where they 

have bought additional fishing rights instead of lying unutilized. The buying partners must 

also agree to cut direct subsidies by a stipulated percentage and only then it will be eligible 

to buy excess fishing rights.  

Such a system is likely to gain consensus among member nations because it creates 

potential synergies between the countries which do not manage to utilize their fishing 

potential based on MSY and those who are on the brink of overfishing beyond their fishing 

limits. More importantly, this can effect a common ground on which the developed 

countries can then be persuaded to reduce their subsidies to domestic fishing vessels now 

that they can buy unutilized fishing resources within the MSY limit from other member 

country.  

This solution will only last as long as the developing countries and LDCs build up their own 

fishing fleets and catch up on fishing capacity with large producers. However, this duration 

will buy the necessary time for the WTO to drive the two groups towards a common ground 

while having initiated the reduction in subsidies.  

 

3. Recommendation  
 

Looking at the trends in agriculture sector negotiations WTO in the last two decades it can 

be noted that consensus among nations on issues and then a widespread support to a 

single policy alternative has proven to be the most difficult thing to achieve. In problem 

areas where this was achieved swift progress was made and the net effects for all the 

members have been beneficial, if not satisfactory. The above policy strategy in fisheries is 

based on this experience.  The chances of realization of a drastic cut in fisheries subsidies 

by all the member countries and primarily by developed countries in the next 6-8 year term 

because there is an existing readiness among the member countries to harvest their fish 

stock according to scientifically determined MSY limits. This is where NFQ exchange shall 
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turn this willingness into business gains by opening up a trading platform for all the 

members. In addition to this, this alternative is unprecedented in the WTO negotiations 

since it offers a market oriented recourse to LDCs and developing countries to gain 

economically from legally selling their unutilized potential which until now has remained 

hard to monetize.  

 

The CTE at WTO is urged to consider this policy strategy as a viable option to initiate a 

decisive action towards achieving the 2020 target of SDG 14.6. As a next step the CTE 

should consider setting up specialized study groups to draft specific details on operating 

procedures on global fisheries quotas, exchange regulation, trading rules and conflict 

resolution. Together, these aspects are likely to put a firm shape to the new property 

regime in global fisheries and a new management approach to achieve sustainable fishing.  

  


