
Around half the world’s exclusive economic zones (EEZs )
are subject to some form of foreign fishing arrangement 
(FFA). While the discourse on such arrangements has 

been heavily influenced by government-to-government “foreign 
fisheries access agreements,” it is important to set the discussion 
within a wider context which includes joint ventures between 
coastal-state and distant-water interests and the chartering of 
foreign fishing vessels by coastal state interests. 

Although inter-governmental agreements may be a significant 
source of income for some developing countries, they have not 
always received good press. Criticisms include the inequitable 
sharing of gains between coastal state and distant-water partners 
and the role that distant-water fleets may play in overexploiting 
coastal state fish stocks.

Overall, foreign fishing arrangements represent mechanisms that 
allow international trade in fishing services (TIFS), offering the 
possibility for coastal states, especially developing countries, to 
increase the benefits from the exploitation of their fish resources.

TIFS STudy

A World Bank analytical review of TIFS is currently nearing 
completion. The aim of the review is to provide guidance to 
developing coastal countries in identifying the means to secure 
optimal, equitable, and sustainable returns from FFAs, partic-
ularly ensuring that they are underpinned by effective national 
management systems. 

The forthcoming report,  summarized here (which will be made 
available on the World Bank’s website during the second half of 
2014), will seek to encourage distant-water fishing nations and 
flag states to adopt responsible policies and practices with regard 
to the behaviour and activities of their fleets. 

The report will present an analytical review of economic and legal 
principles supported by empirical case work to elucidate actual 
and potential cost and benefit flows associated with FFAs. The 
review adopts an international trade perspective, focussing in 

particular on harvesting services, although the post-harvest value 
chain and processing aspects are also recognized as crucial. 

Key issues addressed by the report include:

• Identifying how coastal states might benefit from interna-
tional trade in fishing services 

• Considering the conditions necessary for such benefits to be 
sustained and further increased in the future

• Discussing the implications for different stakeholders, espe-
cially in coastal states.

FISherIeS, GrowTh, and welFare

The proposition that social welfare depends on sustained econom-
ic growth is well established both theoretically and empirically 
(see for instance The Growth Report, Commission on Growth 
and Development. The Growth Report: Strategies for Sustained 
Growth and Inclusive Development. World Bank. 2008.  169p). 
Figures 1 and 2 show the very strong relationship between the 
Human Development Index and gross domestic product per 
capita using world wide data for 2011. The same relationship 
also holds through time for individual countries.

Figure 1 uses a log scale for GDP per capita in order to make 
the relationship between HDI and GDP as clear as possible. 
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Figure 1. Relationship between HDI and GDP/capita (logged)

Source: www.gapminder.org

IDDRA Flyer4.indd   1 6/3/2014   3:27:21 PM



Figure 2 shows the relationship using a natural scale for both 
variables. These figures clearly show a very rapid initial increase in 
HDI relative to per capita GDP, demonstrating in particular the 
crucial importance of economic growth to social welfare in de-
veloping countries. As countries become wealthier, progressively 
larger increases in GDP are required to achieve a given percentage 
increase in HDI.

Marine fish resources represent valuable natural capital which, if 
managed carefully and sustainably, can provide a range of benefits 
in perpetuity to coastal states (resource owners), to fishers, and to 
consumers of seafood. Because of their renewable nature, fishery 
resources have the potential to make a perennial contribution 
to economic growth through the resource rents that they can 
generate. 

Trade In FIShInG ServIceS

The general proposition that trade is an important driver of 
economic growth is also well-established. However, in the case 
of fisheries, it is the significance of trade in fish and fish-products 
that has dominated the policy agenda. According to the 2011 
FAO Yearbook of Fishery Statistics, international trade in fish 
commodities was around US$130 billion.

It is difficult, if not impossible, to find any similar succinct state-
ment concerning international trade in fishing services. Yet there 
is not a priori reason to believe that trade in services will be less 
important than trade in goods in the case of fishing. In fact, as 
the trend away from free and open access to fish resources toward 
access regimes based around use and property rights of different 
kinds takes hold, there is every reason to believe that there will 
be increasing interest in generating further benefits from fish 
resources through international trade in fishing services of all 
kinds, in particular harvesting and processing services.

leGal ISSueS

The UN Convention on the Law of the Sea raises a number of is-
sues that are to be addressed in the report. A key question concerns 
the so-called surplus principle: if the coastal state has surplus fish 
resources, is it obliged to grant access to other states, including 
distant-water fishing states, albeit subject to conditions? The 
report will conclude that there is no such requirement. Instead, it 
concludes that the power of the coastal state to set the allowable 
catch is “sovereign and non-reviewable” and the coastal state is 
authorized to determine its own harvesting capacity in relation to 
the living resources of its EEZ. Consequently, a rational coastal 
state will only declare a surplus if it is in its interest to do so. It is 
not clear, however, that this crucial conclusion is widely under-
stood and some developing country states may have established 
foreign fishing access agreements under the misapprehension that 
this was a requirement of UNCLOS.

Given the potential importance of trade in fishing services and 
the likelihood that such trade may increase in the future as use 
rights become more firmly established and as efforts to deal 
with illegal fishing bear fruit, it is important to clarify, even so 
many years after UNCLOS, the legal framework within which 
such trade occurs. The report is likely to recommend that an in-
depth legal review be undertaken, followed, if appropriate, by a 
technical workshop and mini-conference to produce a definitive 
reading of UNCLOS.

economIc PrIncIPleS

In the absence of any legal requirement to enter into such ar-
rangements, coastal states will do so only if they perceive it to be 
in their economic interest. If foreign fishers have a comparative 
advantage, it can benefit coastal states to import their services. 
Such a comparative advantage could arise for many reasons 
throughout the fish value chain. For instance, foreigners may 
have comparative advantage in the following operations:

• Fishing, due to skill or access to capital enabling them to 
operate more efficiently in capital-intensive fisheries

• Processing, due to the scale of operations
• Marketing, due to market access, proximity to customers, 

product branding

Comparative advantage does not depend only on the relative 
efficiency of the fishing industry of the coastal state compared 
with distant-water fishers. Comparative advantage may also 
arise because the coastal state has other profitable sectors that 
can make better use of its capital and labour resources than can 
the fishing industry, or the distant-water nation may have few 
other opportunities and so may be prepared to fish at very low 
cost. There is a need to promote understanding of comparative 
advantage with respect to fishery policy development.

Comparative advantage will determine the gains that are avail-
able from trade. These gains will be shared between stakeholders 
according to the terms of trade. The report is likely to adopt the 
view that the coastal state as the Principal seeks to maximize re-
turns from its fish resources and using foreign fishers as its Agents. 
The difficulty is for the Principal to devise a set of institutional 
arrangements that will give it an increasing share of the gains 
from trade.

ImProvInG ForeIGn FIShInG ouTcomeS

This is a vast and complex topic, and this section picks out some 
of the key lessons from the various case studies. 

In the Pacific Island countries, a first important factor explain-
ing the improved returns from the exploitation of their tuna 
resources is regional cooperation between coastal states. They 
have also developed, over a very long period, their fishery man-
agement institutional and human capacity at national, regional, 
and sub-regional levels. Finally, the widespread application of 
effective, competitive arrangements for distant-water nations to 
supply fishing services has increased fees and domestic develop-
ment benefits.

The other case studies, notably those concerning Morocco, the 
EU Northern agreements and Chinese distant-water fishing, of-
fer some suggestions as to how foreign fisheries access agreements 
might be improved.

As with the exploitation of other natural resources, a key element 
is transparency. An arrangement for fishing along the lines of the 
EITI (Extractive Industries Transparency Initiative) would be 
worth investigating.

It is also important that foreign vessels’ activities should be man-
aged as part of the coastal state’s fisheries management framework 
rather than being managed by a separate legal instrument. Ideally, 
distant-water fishing opportunities should be specified in terms 
of catch. 

The coastal state must have sufficient MCS capacity to ensure 
compliance with the rules and regulations in force, so that catch 
limits are observed and conservation measures implemented. This 
must be complemented with Flag State control through vessel 
monitoring systems, verification of catches, and timely exchange 
of data.

A complex area of analysis concerns subsidies to distant-water 
fleets. The ideal solution for the coastal state would be to ob-
tain the subsidy as a lump sum that is unrelated to the level of 
fishing exerted by the distant-water fleet. Some foreign fishing 
agreements seem to come close to this ideal.

Capacity-building efforts should not only target coastal states. 
The Chinese case study in particular points to a number of areas 
where building capacity and awareness among both fishers and 

flag state authorities could contribute significantly to improving 
sustainable fisheries management. 

SPIll-over eFFecTS

As coastal state fisheries management becomes more effective, 
fishing efforts might be transferred toward areas beyond national 
jurisdiction. This is one threat facing the Vessel Day Scheme in 
the Western Pacific. The most effective way of addressing this 
may be to strengthen coalitions of coastal states and their linkages 
to regional fisheries management organizations, to make it more 
expensive for distant-water fishers to fish the high seas. High-seas 
performance could be taken into account in the allocation to 
foreign fishers of fishing opportunities in adjacent coastal states’ 
EEZ.

There are often concerns that foreign fishing will adversely impact 
the domestic fishing sector, especially small-scale fishers. Rights-
based systems that include all sections of the domestic sector, 
including small-scale fishers, can have an important mitigating 
effect in this regard. While devising appropriate rights systems 
for small-scale fishers is a difficult challenge, experience with 
community-based and communally-held rights offers insights on 
which to build in situations where allocating individual rights is 
not feasible. Whether or not small-scale fishers have such rights, 
their concerns should be fully represented during negotiations 
concerning foreign fishing.

The negotiation of access agreements and other forms of foreign 
fishing are likely to be very unpopular with domestic fishers in 
situations where domestic fisheries management arrangements 
are inadequate and especially where fishing rights do not exist. In 
these cases, foreign fishers simply become a powerful competitor 
for domestic fishers who understandably react adversely.

Where fishing rights exist, however, very different outcomes may 
occur because foreign fishers may now offer significant advan-
tages to domestic fishers, or more accurately to domestic rights 
holders.

uSe rIGhTS and ForeIGn FIShInG

The development of secure rights systems is essential for fish re-
sources to deliver their full contribution to economic growth. At 
the same time, such systems are likely to generate much greater 
fishing-service trade than is currently the case.

A first requirement is for the international community to identify 
and fund an appropriate organization to develop and maintain 
statistical databases on fish service trade. At the same time, there 
is a need to develop awareness and understanding that the inter-
national economic arguments, notably comparative advantage, 
underpinning the case for free trade apply just as much to services 
as they do to products. Otherwise there is a risk that coastal 
states will apply protectionist policies in the case of fish resource 
exploitation to their ultimate disadvantage.

Figure 2: Relationship between HDI and GDP/capita  
(natural scales)

Source: www.gapminder.org
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The New Zealand case study shows how trade in services might 
be expected to develop as rights-based systems become more 
common. New Zealand rights-holders have made great use of 
foreign fishing services through chartering arrangements. The 
biggest advantage has been that rights-holders have been able to 
use the most cost-effective combinations of capital and labor for 
their harvesting and processing operations, thereby increasing 
the returns obtained from their rights. In addition, the ability to 
use foreign chartered vessels reduces the need for rights-holders 
to raise capital. This has been an advantage especially for those 
with only a small quantity of rights who have been able to com-
bine their rights with other holders in undertaking chartering 
operations. Finally, linking with foreign operators has generated 
tariff- and quota-free access for fishing products into the partner’s 
home market. 

The main problem that New Zealand has encountered with this 
system has been to control the activities of foreign-registered 
fishing vessels operating under charter in its EEZ. A few foreign 
charter operators have operated in ways that have undermined 
the reputation of the whole sector and of New Zealand itself. 
As a result, all Foreign Charter Vessels will have to become New 
Zealand registered from 2016.

The Alaskan case study shows a rather different experience with 
trade in fishing services. In essence, joint ventures were used as 
a way of transferring fishing skills from foreign to US fishers. 
Together with various legislative changes, this transfer of skills 
changed comparative advantage in the fishery which went from 
being almost entirely foreign to completely domestic within 10 
to 12 years. However, this change in exploitation nationality, 
although it had economic impact, did not produce significant 
economic benefits. It was only when institutional changes were 
made leading to a rights-based exploitation system that substan-
tial economic benefits, in the form of resource rents, began to 
appear.

The interesting question concerning Alaska is the extent to which 
it matters that things were done in this order. If rights-based 
systems had been implemented first, would there still have been 
the same interest in switching from foreign to domestic fishers? 
It is difficult to know, although it does seem that it is definitely 
domestic fishers who now have the comparative advantage. It will 
be interesting to observe over the coming years whether existing 
national rights-holders will be able to opt for foreign fishing 
services in the further development of this important fishery.

In the case of rights-based fisheries, the key service-trade-related 
policy decisions are:

1. Can rights-holders use foreign fishing services?
 a. At the individual level (e.g., employ foreign skippers)
 b. At the company level (e.g., charter foreign vessels) 
 c. If so, under what conditions?

2. Can foreigners hold rights?
 a. If so, under what conditions can they exploit them? And  
  in particular how do coastal states ensure that they 
   continue to receive a return on their resources?

In concluSIon

Fish resources represent natural capital, the rational exploitation 
of which has the potential to make a sustainable contribution 
to economic growth and social welfare. Around the world an 
increasing number of coastal states are making progress towards 
realizing this potential by reforming the institutional arrange-
ments under which their fish resources are exploited. Among the 
key reforms are the introduction of secure use right systems and 
the freeing up of international trade. For the moment, the latter 
question has focussed almost exclusively on issues surrounding 
trade in fish and fish products. However, as reform progresses, 
trade in fishing services is likely to become an increasingly im-
portant part of a strategy to maximize the sustainable economic 
benefits from fish resources.

Making progress in fish trade, both for goods and services, can 
easily be counter-productive if progress is not made in exploitation 
arrangements at the same time or preferably before. Discussion of 
trade in fishing services has perhaps been over-influenced by the 
experience of foreign fishing access agreements in precisely such 
circumstances.

The case studies examined in the review will show how different 
countries have benefited from fishing service trade in a variety 
of contexts. They certainly show the potential scope for such 
services and it seems important to move them to a more central 
position in the fisheries policy debate. A starting point would 
be to develop statistical databases so as to reveal their global im-
portance and to build understanding of the legal and economic 
principles underlying their trade.

The TIFS Report will be subjected to a final peer review, accom-
modating further input and recommendations as they appear. It 
is expected that the final report will issued later in 2014 as a hard 
copy synthesis paper; all Appendixes will be made available in 
digital format.

www.worldbank.org/environment
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