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Introduction

Debate over possible new rules for fishery subsidies has not
been settled in spite of a decade of discussion in the Doha
Round of the WTO.
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Introduction
I

Annual fishery subsidies are large - with one estimate
suggesting a figure of 34 US$ billion worldwide
(Sumaila & Pauly 2006)

I

While subsidies lowering the costs of fishing are perceived
as harmful, subsidies related to fishery management are
more controversial

I

Given the overexploited state of many fishery resources, a
resolution to this debate should not wait any longer
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This paper
Examine the impact of fishery subsidies on resource stocks
using 23 OECD countries over the period 1996-2011.
1. Impact may vary by the type of subsidies
I Direct Payments
I Cost Reducing Transfers
I General Services
2. Impact may vary by the type of management
I Traditional input/output management
I Quota-based management
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Literature Review
1. Estimating the amount of fishery subsidies
I

Milazzo (1998), Sumaila & Pauly (2006), Sumaila et al.
(2010), Mesnil (2008), Sharp & Sumaila (2009)

2. Theoretical approach
I

Munro & Sumaila (2002), Sumaila et al.(2008)

3. Empirical approach
I Yagi et al.(2008), Yagi et al.(2009), Sumaila et al.(2013)
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Three challenges to deal with
1. Timing: Subsidy may increase the harvest in the
short-term, but decrease it in the long-term through
resource degradation (and vice versa).
2. Omitted variable: Subsidies and resource stocks may
both be correlated with another variable, which generates
a spurious correlation.
3. Reverse causality: Subsidies may cause resource
decline, while resource decline in turn calls for
government interventions such as subsidies.
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Econometric model
I estimate the following equation for time lag k = {1,2,..,6}
one by one (e.g., k=1 : impact one year later)

MFSOCit = ρ1k DPit−k ∗ Quotai + ρ01k DPit−k ∗ (1 − Quotai )
+ ρ2k CRTit−k ∗ Quotai + ρ02k CRTit−k ∗ (1 − Quotai )
+ ρ3k GSit−k ∗ Quotai + ρ03k GSit−k ∗ (1 − Quotai )
+ γXit−k + αi + µt + uit for k ∈ {0, 1, 2, ..}
MFSOC: Resource index, DP: Direct Payments, CRT: Cost
Reducing Transfers, GS: General Services, Quota: 1 if quota
country 0 otherwise, X: controls
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Results: Quota countries

I
I

All the coefficients except one are insignificant.
Subsidies have little effect on resource in quota countries.
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Results: Non-quota countries

I
I
I

DPs reduce the index with 4-5 year lag.
CRTs reduce the index with 3-6 year lag.
GSs reduce the index with 1 year lag, but increase it with
3-6 year lag.
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Conclusion
I

Under quota-based management, fishery subsidies have
little effect on resource stocks.

I

Under traditional input/output management, subsidies do
affect resource stocks in a different manner by their type.

I

Global efforts to reform fishery subsidies should be carried
out in a highly selective manner:
1 Direct Payments and Cost Reducing Transfers are
harmful.
2 General Services are beneficial.
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Appendix: Country classification
I

I

OECD (2006) categorises 24 OECD countries according
to their fishery management
Countries with VC, IQ, and ITQ system are categorized
as quota countries in this study

Figure: Country classification
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Appendix: Subsidy definition and example
Definition: The monetary value of government interventions
associated with fisheries policies
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Appendix: MFSOC index
Five stock status categories
I Developing (catches ≤ 50% of peak and year is pre-peak,
or year of peak is final year of the time series)
I

Exploited Exploited (catches ≥ 50% of peak catches)

I

Overexploited (catches between 50% and 10% of peak
and year is post-peak)

I

Collapsed (catches < 10% of peak and year is post-peak)

I

Rebuilding (catches between 10% and 50% of peak and
year is after post-peak minimum)

MFSOC =

Harvest of stocks developing/exploited/rebuilding in EEZ
Total harvest of stocks in EEZ
12 / 12

