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Introduction

The purpose of this report is to investigate the nature of policy requirements and market
imperfections, and their implications for tleeistainability andesilience of inshore fishing in the
county of Cornwall, Englarahd dairy farming in Somerset, Engliarespectivelyas part of the
EUfunded Horizon 2020 project, Sufisa (Sustainable finance for sustainable agriculture and
fisheries).

Data collection methods

Key to the approach taken has been to put the fisterd farmerghemselves at the centre of

the research, in order to get their perspectives on the key issues that need to be considered. In
the first instance,a media analysis was conducted (which covenadional, regional and
specialised media from 2005 to 2016&swell as a deskased analysis of market conditions and
regulations $ources reviewed included: academic publications; government and policy
documents; market research and consultancy reports; industry reports and NGO documents)
supplemented with30 expert interviews.Following analysis of the resultant data, three focus
groups (FGs) were held with fishers at three locations in Cornwall, followed by a workshop
composed of Cornwall fishery experEor the dairy case study, three FGs were held in Somerset
with dairy farmers, complemented by 11 supply chain interviews, and followed by a workshop
composed of key dairy industry stakeholdésee belowfor more details on the FGmterviews

and workshop).

Inshore fishing sector, Cornwall

Inshore fishing anthe Cornish economy

In 2014, there were an estimated 11,845 fishers in the UK, down 12% since 2004. In the same
year, UK vessels landed 756,000 tonnes of sea fish (including shellfish), 60% of which was landed
in the UK and 40% abroad, with a total valdéE861 million. In 2014, fishing accounted for 4.1

per cent of gross value added for the agriculture, hunting, forestry and fishing sector. The focus
of this case study is on inshore boats which are less than 10 m long and which fish out of the
U10m pool.They are responsible for relatively small quantities of demersal and pelagic species
landings, with around 80% of their catch being shellfish, which typically gain higher than average
prices(MMO 2015) Although some issues are common to all fishers within the UK, the inshore
fleet faces particular issues, not least in terms of its continued existence and contribution to the
socioeconomic contexts/communities within which it operates. In this respect, Cornwall
represents one of the areas where inshore fishing remains a kayop#éne rural community,

both economically and culturally.

Cornwall forms the westernmost part of the soutfest peninsula of the UK, with a population

of just over 530,000 people. It is one of the poorest parts of the UK in terms of per capita GDP,
with relatively low average earnings and relatively high unemployment. In 2011, Cornwall's
wealth was a little over 60% of the EU average per capita. As such, the county is a European
Convergence area, meaning that it has access to both ERDF and ESF funis.theey
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dissemination of European funds in Cornwall is the Cornwall and Isles of Scilly Fisheries Local
Action Group (FLAG). The formal aim of the 2012 FLAG was to "maximise the economic
opportunities and benefits open to Cornish fishing communities irstagnable and cooperative
environment". In the second round of FLAG, which started in 2016, a key focus is on innovation
and adding value to the fish caught, not least in response to the landing obligation (see below),
as well as to maximise the tourist £

Tourism is the most important industry in Cornwall, representing about 25% of the county's
GDP, with 4.5 million visitors to the county every year. The presence of a fishing industry is an
important part of the tourism appeal of Cornish coastal towrssiAch, the continuation of the
fishing industry within Cornwall is important to the county's future prosperity. There are over
600 registered fishing vessels in Cornwall, of which almost 90% are U10Om in length. It is
estimated that the Cornish fishing instry employs approximately 3300 people, based on 900
active fishermen, plus an estimated 2.75 jobs on shore for every fisherman. When tourist jobs
created as the direct result of fishing are also considered, it is suggested that the multiplier is
4:1(MorrisS& YR hQ52y23KdzS HAMHD

Policy and regulatory conditions

/| 2ttt SOGADStes FTAAKSNBR O0SYySTAG FTNRY LRt AOASA
gross tonnage and engine power (hence the licenses for approved vessels to fish); as well as th
management of the natural resource (hence total allowable catches, quotas, the management
of time spent at sea, and other technical measures). However, the combination of restrictive
licensing, individual vessel quotas, days at sea allocation and caittiposition rules
significantly reduce the flexibility of fishing operations that might otherwise enable individual
fishers to adapt to changing conditions. Decisions on what, where, when and how to fish are
now very tightly circumscribed, affecting bothashterm and longeiterm business planning
(Symest al.2015)

The Common FisheriesliRy (CFP) sets out the overarching regulatory conditions for all fishers
within the EU. First implemented in 1983, it has subsequently been reformed three times: in
1992, 2002 and 2013. The main challenge for the CFP is to manage a highly heterogeneous
fisheries sector, and to design optimal policies for metibsystems, mukspecies and muki

fleet fisherieqFrost and Andersen 20Q6)

In the rundzL) G2 GKS wHnmo NBF2NXYAXZ DNBSYyLISEFOS | yR
Association), amongst others, produced a 'manifesto for fairer fisheries'. It emphasised the
importance and value of inshore fishing, as well as highlighting that the nyajfriquota
(effectively, the right to fish) has been targeted at lasgale fishing operations. In terms of
numbers, the inshore sector in the UK comprises nearly 80% of the boats, yet receives only
around 8% of the annual quottMMO 2015) Arguably, therefore, in order toeflect the

different orientation between the two fisher groups, there should be different management
regimes for largescale fisheries and smatale fisheries, with the former focused on economic
efficiency, while the latter focuses more on social objext (Urquhartet al. 2011) Indeed,

Phillipson and Syme®015, p. 344y NHdzS GKIF 0 G0KS 9dzZNRLISIYy [ 2Y
O2YF2NIiloftS Ay Ada KFEyRtAy3I 2F &a20A2DQAR Y 2 YA (
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research and policy being on the biological and economic aspects of fishing, with scant attention
paid to the social and cultural impacts of the pressures faced by fishers.

In 1983, as part of the CFP, a system of allocating Total Allowable £&i&k@s) for each EU
Member State (MS) was introduced, as a means of conserving fish stocks and sharing access to
EU fisheries resources between member states. The TAC is set each year by the Council of
Fisheries Ministers following negotiations on catgdtions that are provided by the Advisory
Committee (ACOM) of the International Council for the Exploration of the Sea (ICES). Once a TAC
is agreed for each stock and fishing area, it is allocated as national quotas to MSs in accordance
with fixed percentags based on historic fishing rights. The MSs are responsible for ensuring
quotas are not overfished. When the entire quota is fished, the fishery has to close. It is clear
that some MS have greater influence than others in the decision making processerGrea
transparency is required to determine what takes place during the closed door negotiations at
the Council of Fisheries MinistefGarpenteret al. 2016) Anecdotally, many of those involved

in fishing in Cornwall are concerned that the science is always behind the reality, in that fish
stocks fluctuate dramatically from season to season.

In the UK, management of quota for the over 10 m offshore vessels has been largely devolved
to Fisheries Prod@s Organisations (FPOs). However, for vessels U10 m there is a single block
of quota allocation that reflects the aggregated activity of that part of the fleet during a 1994 to
1996 reference period. For the most part, allocation of quotas for the insfisihing fleet is
managed directly by the national fisheries administration (Defra in the UK) and specifically its
appointed agency, the Marine Management Organisation (MMQ) S  €tfal2@18)Kather

than the POs. The MMO set monthly catch limits for each quota species (which can vary
significantlythroughout the year). Having monthly catch limits means that in 'good’ months a
vessel's catch may be restricted, leading to the possibility of discards; it also means that vessels
are unable to make up for any 'bad months' where catches of a particudaiespare lower than

the allocated quota. At present, the higher catching U10m vessels often lease quota at the start
of the year in case they land a valuable catch which would cause them to exceed their monthly
catch limit(Defra 2014) This quota is leased from the over 10 m sector quota allocation, in that
the U10 m quota is netradable. Thee is no quota on crab or lobster at present, both of which

are very important to the inshore fishing industry in Cornwall; nor are there any other
restrictions apart from minimum landing sizes and the need to have a permit. However, there
are concerns thatnore and more pots are being set out, potentially impacting the sustainability

of this part of the fisheries sector.

Another issue in relation to the management of quota, is that it has evolved from one where
quotas were effectively community / state owd to one of privately owned individual quota
rights (i.e. the privatisation of a state resource), where quota is freely tradable. As fishermen
retire or otherwise exit the industry, quotas are sold and increasingly the highest bidders are
larger companie outside Cornwall. This trend reduces the availability of quota left to the
existing Cornish fleet, making it almost impossible for new entrants to join the industry. Access
to additional quota for the U10 m boats is particularly problematic, in thatdften sold in lots

that are too expensive for small boats.

I FdzZNIKSNJ AdadzS Ay NBfFGA2Y G2 ljd2dF Aa Wil
sent out letters to all under 10 m vessel owners that did not have a history of catching a
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particular species in a recent three year reference period (Z21IB). If their licence allowed

for them to catch a particular species and yet none of these fish were caught during this
reference period, then their licences were capped and they would no lobhgeble to catch

this species. The license for this will then be transferred to other boats within the under 10 m
sector. The MMO perspective is that there is quota available which is not being utilised (known
Fa Wil aSyd OF LI OA (o theostallér RsReYs it ieuSes thiSrNiExibagyCnii A @ S
terms of what they can catch and when. In practice, very few fishers have had their licences
capped, in part due to the appeals procedure that is available.

The discarding of fish is a widespread pewnb in EU fisheries, resulting from a number of
interrelated issues. In order to reduce waste, and pushed by public opinion, the EU is in the
process of implementing a discard ban by introducing an obligation to land all catches. This
obligation is gradud} being introduced on a fisherids/-fisheries basis betweens'lJanuary

2015 and % January 2019. The phased implementation is to allow time for fishermen to adapt
their fishing practices. At the time of this research, the implications of the discardv&dd not
NBlFtte 0SSy SELISNASYOSR o0& (K2aS Aygz2t gSRo
species. This can happen where a fisher has fully caught their quota for one species before
catching all their allocated quota for another species i $hme sea area. If this happens, then

the vessel concerned will have to stop fishing in that sea area due to the fact that they cannot
guarantee avoiding the species for which they have no quota left. The species that they have
runout of quota forisknéy +a | WOK21S aLSOoASaqo

There is a widespread perception that fisheries management in the EU, via the CFP, has failed to
deliver sustainable fisheries and economic vitality, with one of the generally accepted reasons
for this being a lack of transparency and the failure to ineladvide range of stakeholders and
perspectives. A key impetus for change within the UK was the Defra publiGdfeguarding

our Seag2002), which resulted in the Marine and Coastal Access Act 2009 (MCAA). Under this
Act, the UK Government is committéol implementing a network of Marine Protected Areas
(MPAs), which are to be developed via a stakeholder participation process that entails the
collaboration of scientists, fishermen and conservationiggafish 2013)The MCAA also
resulted in the formation, in April 2011, of 10 Inshore Fisheries Conservation Authorities (IFCAS)
to replace the existing 12 Sea Fisheries Committees (SFC). Membership of the IFCAs is more
inclusive than the previous SFQ@gth the aim of developing a more open and inclusive
governance model that can deliver sustainable fisheries and help instil a sense of trust and
legitimacy. Nevertheless, despite this inclusive approach, there are clearly tensions between
conservation ad fishing.

Markets and marketing

It is critical to note that the economic and market performance of the fisheries sector is not only
important to the fishers themselves, but also to the wider communities in which they operate.
It has been estimated, faxample, that every fisher at sea creates a further four jobs on land.
These jobs include processing, transportation and perhaps most critically, tourist jobs. In other
words, the fishing economy at a local level involves more than simply the value o&tight
0a2NNAR&ZaSe YR. hQ52y23KdzS HAMHDO
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Reedet al. (2011, p. 4suggest that inshore fishermen have three principal routes to market:
fish merchants, who then take it to the end user/consumer; selling at harbour side auctions; and
(less usually) selling direct into thespitality trade. Access to the multiple retailers is effectively
impossible for small scale inshore fishers, in that these retailers almost exclusively use supply
chains covered by various (usually expensive) certification processes (ofteq 8¢8®ebw).

The FLAG in Cornwall has had a part to play in developing the local fishing sector in coordination
with the wider food economy, not least by making investments to improve the quality/qualities
of locally caught fish, and to give it a 'story' that $s@ciated with traceability and sustainable
fishing practices. However, while diversifying market outlets in this way may help to develop
resilience for fishers, it also requires additional knowledge, investment and competence
(Doeksen and Symes 2015)

The most important market outlet for Cornwall fishers is harbour markets, which include
Newlyn, Loe and Plymouth. Significantly, approaching 80% of the fish landed in Cornwall are
exported, in many cases to France and Spain in Vivier lorries that are able to carry live crab and
lobsters, with little value added locally, although this is starting tangfe. A key issue in
developing the (domestic) markets for fish in the UK is to educate the British public about eating

I 6ARSNI I NASGE 2F FAAK alLISOASasd ¢Kaa fSR 2
fishing economics is around the marketalibf the product, rather than the catchability of the
aLISOASae o

Many observers feel that, especially smaller scale fishers, must add value to their catch if they
are to survive. The smaller day boats turn over perhaps £2@0 in a day, however it isfficult

to be certain how many days a year it will be possible for them to go out (due to bad weather,
choke species, a lack of quota etc.); as such, they need to develop a greater sense of
entrepreneurialism and to actively develop their own markets.riany fishermen, selling their

fish at harbousside is all they really consider in terms of markets, judging that they do not really
have the time to go and market the fish themselves, preferring instead to focus their energy on
catching the fish in the ft place. Nevertheless, there is evidence that more and more fishers
NS &aSS{Ay3a G2 | 00Saa /2NysglttQa t20Fft YI NJS
Guide that provides an information portal for those interested in buying Cornish seafoo@ Ther

is also increasing evidence of fishers using social media to make direct contact with buyers and
to cut out the middleman, with some now selling direct to buyers in London. Selling to London
(and indeed other large cities) has the potential to realisesaterably greater prices for the fish

sold, in that Londo#based restaurants and fishmongers have more buying power than their
Cornish equivalents.

There is some debate about the value of certification schemes for inshore fishers. At one level,
in orderto put fish that have been caught on the market, both the EU and national governments
require some minimum safety standards. In this respect, public standards are increasingly being
supplemented by private safety and traceability standards from corpoettalers. Two of the
largest fisheries certification schemes are Friend of the Sea (FoS) and the Marine Stewardship
Council (MSC), covering about 18% of global sea fisheries production. Yet in economic terms the
benefits of certification remain uncertaifrrom the point of view of retailers they can result in
price premiums and increased consumer trust, but for fishers it seems that the only benefit is
access to certain supply chains, without necessarily obtaining significant price premiums on the
catches oncerned(Bellmannet al. 2016) Having said that, certification may be important for
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processors to gain access to certain market outlets, which inevitably has a-énadkect in
terms of the prices they can pay to thslers themselves.

Resilience

Understanding the potential for resilience amongst inshore fishers is a key outcome of this case
study. Tendallet a. 6 H AnmMp X LI My O | NBdz2S GKIFIG GNBaAfASy
LINEGARAY 3 | FdzyOilAzy 20SNIAYS RSALIAGS RAa&Gd
Syl o6f Sa & dzavérrécent dedadles, (ihe dodgrm sustainability of many smaller

fishing communities has come under pressure, leading to the loss of basic local services, a lack
of affordable housing, and difficulties in recruiting crew members as young people are unwilling

or unable to go into fishingSymes and Phillipson 2009dividual fishers and their families

often struggle for regular income, in that they face a range of risks and uncertainties, many of
which are beyond their direct control, including seasigakevere weather, market instability

and variability in terms of fish stocks.

The risks faced by fishers have been compounded by management restrictions imposed through
the CFP. In this respect, polgyt { Ay3 Aa 2F4GSy I addwQAuistantSR & A
OSYyiaNIrtAaSR yR fFO1Ay3a t20Ff alLISOAFTFAOAGRQX
who tend to be suspicious of 'policy' and 'science', which are perceived as external or outside
interference. Flexibility is seen as a key attributdistiing sustainably and regulation is seen as
"reducing the scope for fishermen to practice many of the attributes associated with being a
good skipper, such as using local ecological knowledge to determine what t(Rags 2015, p.

319) Flexibility also involves internalising costs, to engage in pluriactivity, to embrace the ethos

of seltemployment, and to reduce crew size. Through these measures,-sakdl inshore

fishers and their households have shown remarkable levels of resilience and the ability to adapt
to changing circumstances, with research suggesting that it is only as a last resort that fishers
will exit the industry(Coulthard and Britton 2015)

Intergenerational continuity is a key issue when addressing the sustainabilitseaitiénce of
inshore fishing across Europe. Traditionally, many fishers came through the hereditary pathway.
However, fishing is no longer seen as the occupation that it once was in terms of status, financial
rewards or job security. There is no longee tsame pressure within families to persuade sons

to follow their fathers, with the result that aspiring fishers increasingly come from outside the
fishing community. This creates an additional problem for aspiring fishers, both in terms of
finding the neessary finance to purchase a boat and license, but also in terms of gaining
experience through working on boats and 'learning the ropes'. Working as crew is now less
common, as many inshore fishers have adapted their boats to enable them to fish-single
handedly in order to reduce crew costs and improve their profitability. The result is that aspiring
fishers must increasingly look to buy their own boat, which involves considerable investment in
terms of the vessel itself, fishing gear and a fishing liceRsis.is leading to an ever increasing
average age of fishers, with less than 20% being under the age of 30 and the average age
approaching 6QwWhite 2015) Looking to the future of inshore fishing in Cornwall, there are
clearly concerns that the sector is under pressure:

"l can see the smaller harbours not having boats working for them... So | can see some of
the smaller places becoming just tourist hadps... | can't see that being reversed unless
there is some sort of change in policy to support sraadile fisheries" (Interviewee 1).
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Focus groups and workshop feedback: drivers, strategies and future performance

A series ofthree focus group$FGs) wes held with Cornish inshore fishers over the period
December 2016 and January 2017, in order to provide an insight into their perspective on the
issues they face. workshopwith key stakeholders involved in the inshore fishing sector was
subsequently congicted in March 2017, following reflection on the FG data, with two main aims.
CANRGEfEY G2 WINRdzyR GNHz2ZiKQ GKS FAYRAy3Ia 27F
of scenarios regarding the future viability of the inshore fisheries sectoorinw@ll, which are

inevitably linked to the Brexit negotiations. Analysis of the data revealed that there were six key
areas that required further examination, each of which is now taken in turn.

First.Reasons for going fishing

Discussions at the FGavealed that fishers are passionate about what they do and do not want
to do anything else. This is significant, in that they are likely to carry on fishing until the bitter
end, enduring difficulties that those involved in other livelihoods might findrtaech. In this
sense, they are innately highly resilient.

SecondWhat is distinctive about inshore fishing

Firstly, that they are highly localised, tending to fish within 6nm of the coastline
(notwithstanding that those with a larger engine/deck size naegture further out). Because

they are restricted to a relatively confined geographical area, the smaller inshore boats are
effectively embedded in their local environment, giving them an incentive to look after the
fishing grounds in their immediate are@his sentiment was sometimes expressed in relation to
larger, more nomadic fleets of boats which may have less connection with, and incentive to look
after, their local area/fishing grounds.

Secondly, due to the fact that they are highly localised ardelatively smaidscale in terms of

their operations, the fishers feel that they are inherently ecologically sustainable. In this respect,
they are restricted in terms of the distance they can travel from their home port, as well as in
terms of the fishiig gear they can carry; furthermore, in most cases their gear is static gear. This
perspective is encapsulated in the following:

"I mean, we're under 10 m boats, we've got a limited distance, a limit to what we can
carry, geaiwise and catclwise. Why notsay catch whatever you want, your impact on

0KS 2SN} ff FAaK adG201a Aa 3I2Ay3 (42 06S YA
2dzi 2F || 220¢é oOotl Radtz2g CDUL O

However, for these distinctions to hold good, there is a need to consideategorising wht is

meant by inshore fishing. At one level inshore fishing boats can be categorised as those under
10 m and fishing out of the common pool managed by the MMO; yet this is only part of the
story. In general, the inshore fleet will fish within 6nm of tihee, although some of the more
powerful vessels may go out further than that; there is also clearly an issue with what are known
as 'rule beaters'. The latter are boats that have been specifically designed to be under 10 m in
order to benefit from fishings inshore vessels, and in many cases has involved cutting down
larger vessels to 9.9 m in length. While the difference between a 6.5 m and 10 m boat may not
sound that significant, it needs to be thought of in terms of the cubic relationship, withutee 'r
beater' boats often having very much larger deck spaces and engines which allows them to carry
much more gear. The result is that although they may be under 10 m in length, "they've
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effectively got the capacity of a 15 or 20 m boat" (Padstow FG), imggtte benefits outlined
above. The result is that U10 m boats vary enormously in terms of the value of fish they land. At
one end of the spectrum it might be as little as £15,000 a year, whereas others might gross up
to £200,000. The idea of qgategorigtion resulted in considerable debate in the workshop,
whereby it seems that any f@efinition will need to encompass geographical distance, size of
the boat and the type of gear used. In this respect, the 6nm limit is likely to be significant in
demarkingwhat might be understood as the inshore sector.

Third.Markets, marketing and institutional arrangements

In relation to markets and marketingdding valuewas the most critical issue discussed,
inextricably linked with the quality of the fish being sold this respect, the catch of inshore
fishers was recognised as having the potential to be of the very highest quality available (in that
is it usually landed on a daily basis), although this necessitates that the fishers involved look after
their fish.Linked with 'looking after your fish' is the establishment of a reputation for providing
quality fish, as well as the development of personal relationships with individual buyers, such as
head chefs or fish merchants. This is recognised as enabling Ipeites, although it is "very

hard to get yourself a good name, but very easy to get yourself a bad name" (Helston FG).

The majority of fin fish landed in Cornwall goes to the harbour mariketdewlyn, Brixham,
Plymouth and Looe, where&ustacean and Mlusca go either to processors or more usually

are sold abroad (mainly to France and Spain) via Vivier lorries. Oapaiximately 80% of the

fish caught in Cornwall are exported. There was a strong sense amongst fishers at the FGs that
you have to hae a strategy in terms of marketing your fish: "otherwise you are at the mercy of
what the buyer is going to give you" (Newlyn FG). In this respect, that a degree of
entrepreneurship is critical and it is no longer enough to be simply good at catching fish.

A number of fishermen sell their produce to restaurants or dealers in London, such as Dreckly
Fish and Kernow Sashimi. In taking this approach, it is possible to get a very considerable mark
up over local market prices, perhaps in the order of-300%.Y et, at the same time this requires
considerable extra work and know how, which many fishermen are not prepared to do,
preferring instead simply to catch fish. For example, developing Dreckly Fish involved travelling
to London to make fac-face contactwith potential customers, as well as continuing to
develop those personal relationships (based on trust and continued quality) over time.

Selling to local restaurants is another market avenue that adds considerable value to the catch.
In order to do thisit is important to develop a good relationship with the head chef, to the
extent of calling them every day to tell them about the catch that is available. In this respect,
Cornwall is luckier than most in that there are a number of gl restaurants ad foodie
hotspots, such as Padstow. However, it was pointed out in both the FGs and the workshop that
in the UK, and even in Cornwall, fish is generally speaking not part of our culinary culture (unlike
France for example). There is scope therefore tooemage domestic demand with the right
incentives and policy initiatives.

In terms of developing newmstitutional arrangementg¢lAs), it is apparent that there is minimal
horizontal coordination between the inshore fishers. Indeed, findings from the fgousps
suggest that in most cases fishers are highly independent, and indeed secretive, both in terms
of what they catch, but also where they sell it and for how much. Where coordination does take
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place, it is likely to be within families. Similarly,énnis of vertical coordination where, despite
some evidence of fishers working with local processors (such as Kernow Sashimi), most of the
inshore fishers in Cornwall sell their catch directly through the harbour markets. In terms of
policy incentives to dnge how fishers sell their catch, the local FLAG have provided both advice
and money, although a key finding of this research is that fishers need to be encouraged to be
more entrepreneurial.

Fourth.Quota

In all three FGs, discussions around guota wbeemost vibrant and heated, with access to
sufficient quota being the single biggest issue, often related to the CFP and the opportunities
presented by Brexit. There was a strong feeling that there are plenty of fish around and it is just

a matter of albcating them more fairlyand @A a A G Ay 3 KA&AG2NAO WINI yRT
Stability. There were also concerns that the quota system is not managed properly in terms of
RSOSNNAYAYI gKFEG Iy FLILINBLINRIEFGS tiprage allbcatibrd @ [ A
0SG6SSy GKS 20SNI mna YR (GKS dzyRSNI MmnaéI 6KS
| YSIate ¢ Aa aKINBR 2dzi o6SiG6SSy GKS Yl aa
frustration that the U10m boats are only allocated theirog@ on a monthly basis, rather than

on an annual basis which would give them much greater flexibility.

The monetisation of licenses and quota was another issue raised in the FGs, as well as the
workshop. Originally, both licences and quota were distridutyy the UK Government for
nothing, but now you have to buy them and there are brokers who sell both licences and quota.

U 10 m boats are unable to own guota, which is allocated to them from the U 10m pool by the
MMO, but the monetisation of licences creata considerable cost barrier to those wishing to

3SG AyG2 FTAAKAYID a¢KSNBUa y2 @lrtdsS G2 | A0
G2 o0dz2 | tfAOSYyOS 2F | 062dzi mMuyn LISNI {Af2¢l G0
mine 1 have a licence, it's ridiculous” (Padstow FG). Related to the cost of licenses, is the notion
2F Yt iSyd OFLIOAGEQr Fa RA&AOdzaAASR | 02@0So 2
reduced. It effectively devalues the boat as well, in that thenlge is tied to the boat. It also
removes a degree of flexibility, as some of the boats clearly like to focus on one particular stock
--such as lobster- but keep others in reserve.

Fifth. Policy, management and representation.
The key issue discussed in relation to policy and management was that legislation and
bureaucratic necessities need to be better tailored to the needs of smaller boats, as captured in
the following:
dhyS 2F (GKS YI Ay T O0 2 Ndixedifighery i@ tddngdf thibgs A &
GdzNYyAy3a dzlJ FyR (GKAy3a o0SAy3a F@LFHAtrFofS G2
AYakK2NBE Aa GF1S FRGFyGFr3aS 2F (KSAS 2 LR NI
key to inshore fisheries being successful. NkeQa & dzOK RAQGSNEAGE 27
to find one rule that fits everybody is incredibly difficult. | mean days at sea would be ideal
T2N) a2YS LIS2LX S o0dzi AG O2dzZ R ONMHzOAFE az2y.
CKSNE NS faz2 O2yOSNya GKIFIG GKS wg2A0SQ 27
their access to policymakers is restricted. Even though there is nominal representation on the
IFCA, other lobbies are felt to have more sway. Similarith the Cornish Fish Producers
Organisation (CFPO), which has 200 members (80 of which are inshore fishers) and the potential
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to be a significant lobby force. Nevertheless, there was a strong perception amongst the FG
attendees that the CFPO is predominigntoncerned with the interests of the larger scale
FAAKSNYXYSYY aG¢KSe &aK2dzZ R GF 1S dzyRSNJ mna Ayid?2
(Newlyn FG). This perception was endorsed intbekshop where it was discussed thette PO

exists principally tenanage quotas and that they don't do much for the inshore fishing sector.

h¥ LI NIAOdzZ  NJ O2y OSNYy G2 GKS FTAAKSNB Aa NBLN
big players, like CFPO the other North Eastern POs, they are going to be arotziolehend

S R2y Ul KI @S lyed NBLNBaSyidldAz2ys AdUa K2LIS
as a response to this feeling of uneepresentation, one of the FG attendees had visited Defra

to attend the inaugural meeting of a new coaded) whose remit is to support the interests of

the inshore fishing sector across the UK. This was felt by those at the FG to be an important step
forward, especially in relation to the allocation of quota to the U10m sector.

Sixth,resilience, successiamd the future

The innate passion of fishers means that they are likely to be inherently highly resilient and to
continue in fishing beyond the time that makes economic sense. In order to do this, they exhibit
a range of different adaptive capacities, swsh carrying extra gear and leaving it to lie for an
extra day (which means that there is even more gear on the ground, adding to the pressure on
particular fisheries); putting more and more pots down (which requires more investment and
adds to the presse on stocks); going further out to sea (which is inherently more risky); fishing
singlehanded (which reduces the opportunities for new/young fishers to gain experience);
adding value and developing their markets (which requires new skills and perhajpisrzald
investment, such as in IT equipment) and so on.

Although there was optimism about those currently fishing, remaining in fishing, people were
much less sanguine about the ability of future generations to get into fishing:

G¢KS LIS2 LI $e garrel wiho haveReen iyf it far many years are resilient and
gAff LINRPoOolofe aSS AG GKNRBAAK G2 NBGANBYSYy
FNE 32Ay3 (G2 &aSS &a2YS LIRNIa LISGSNI 2dzi G2
attractenoughLJS 2 LJX S LiQa yS@SNI I2¢ayimal 20 of K FYSHA 0GR
YR AGQ& LINRolofé y20 & LRLMzZFN I fAFS&G

In this respect, cost and opportunity were seen as the two main constraints. Cost in terms of the
boatiti St ¥ o6dzi faz2 GKS fA0SyOS FyR 3ASINE AyOf

a0K22fx @2dz O2dA R 32 FYyR 06dz2 | 024X ¢KS tAO
for 10 grand, your licence would be 10 or 15 grand on top of it aed the same again for
ASENX {2 (KS @2dzy3ai0SNJ KIFaydd 324 | K2LIS Ay

relation to opportunities, in that there is an increasing tendency for inshore fishermen to go
singlehanded in order to remain viable, whidias reduced the opportunities for potential
fishermen to get into the industry as crew.

Looking to the future, fishers are not looking for handouts, such as being paid for creating
community or for public good services, but what they do want is: "bettgiislation, less
bureaucracy and more quota" (Helston FG). In other words, there is a strong feeling that the
U10m boats need to have legislation and management that is more specifically tailored to their
needs.
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The future: Brexit and beyond

Any discussianabout the future of fishing in the UK inevitably involve looking at what the Brexit
negotiations will result in. As such, Brexit was discussed at length in both the FGs and the
workshop.Two of the workshop participants, in particular, were adamant thatCFP was not
fit for purpose and that Brexit offered the opportunity for change: "We need suitable
management through fisheries legislation which we haven't got at the moment". Likewise in the
FGsBrexit was often mentioned as being pivotal to the figwf the inshore fishing sector in
Cornwall, as well as the fishing sector more generally.

G¢CKAA Aad . NARGAAK FAAKAYIAUAE YIFAYy OKIFyOS Al

never have a chance like it again. We've got to get EU boats our efaters. We've got

G2 GNB FYyR GF1S o001 O2yaNRft 2F GKS ljdz2dl

Apart from access to more quota, the key issue discussed was to try and extend the limit of
waters that are exclusive to UK fishermen. At the moment, EU vessels with 'grandigtiter

are able to fish within the-42 nm range (in Cornwall this is mainly French and Belgian boats),

with many of the participants arguing that the whole notion should be revisited, including that

the rights should cease once a boat is sold. The med@son for pushing for this change,
SaLISOALfte FTNRY Yy WAYAaAK2NB o62F+G GKFG tFrea L
and 12 nm are in danger of being towed out by the trawlers (although not explicitly
acknowledged in the FGs, there arecal$kbased trawlers fishing in this area). Over the years,

many of the fishers have lost hundreds, if not thousands, of pounds worth of gear to this process.

As a result, in order to try and reduce this risk, many of the fishers have decided not toitay the

pots beyond the 6 nm limit. It was argued that extending the limit to 12 nm would help space

out where the pots are placed, because at present they are effectively squeezed into the 6 nm
12ySd GhLISYyAy3ad dzlJ G2 GKS wmu Sitld iBo inteyhRionhldza K A y
g GSNERE ¢g2dz R FNBES dzZlJ SOSNEoO2Réda FAAKSNE KS
that in terms of negotiationthe UK should start by demanding that the UK reclaim its 200 mile

EEZ, but more realistically aim to endwiph the 12 nm limit.

When asked what would be the impact on the inshore fishing sector in Cornwall should the UK
Government fail to get the 12 nm limit imposed, the response ias:A & | & G NP dza NXB I f €
to get that 6 miles backSo from the poinbf view of the inshore sector it could make the
difference between surviving in perpetuity and actually going out of business when this
generation of fishers dies &ff¢ ! adl G6SYSyd GKIG 61 & INBSGSR
respect, there was a gerna sense that things are not going to get any worse {irsiit in

relation to the inshore fishing sector, and hopefully will get better.

Whatever happens in terms of the negotiations, several of the participants emphasised the
importance of having accate science in terms of fish stocks, otherwise it becomes impossible

to determine whether something is sustainable or not. In this respect, there was recognition
that there will still need to be coordination with those countries fishing under the CFRei t

is a danger that there will be overfishing. This will require negotiation between the UK and the
EU in terms of what the stocks of a particular species are, as defined by ICES, notwithstanding
that the advice they give is invariably watered down biitjal processes. In this respect, that
there are two separate issues at play in the Brexit negotiations: one is the right to fish within a
particular area in the sea; the other is the right to catch a share of the fish available in that area.
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In other wads, fishers may have access to fishing grounds, but they may not have quota to catch
the fish once they get there.

Despite a general sense of optimism (or at least hope) that Brexit will result in positive change

for the inshore fishing sector, there wakso concern expressed at the Helston FG, in particular,

about the dangers of the Brexit negotiations, especially in relation to the export markets for fish.

For examplethat the EU may impose significant tariffs on UK exports of fish, or perhaps even
withhold access to certain markets. This could be devastating, in that betwe86%0of fish

caught in Cornwall is sold to Eurof&milarly, instinctive enthusiasm for Brexit was tempered

by a concern that nothing much will change in reality, not leasabse fishers are unconvinced

GKFG GKS 'Y D2@SNYYSyid gAft FAIKG GKSANI O2NJ
two hoots about the fishing industry. | think we will be used as a bargaining chip for something
StasSs tA1S FIEINXYAYy3IE 6t RaAG26 OFFSOD

Whatever the nature of the Brexit negotiations, there was a perception that change is going to

take time, perhaps as long as 10 yeans, least because government departments in general,

and Defra in particular, have faced considerable cuts over recems yeal are short of staff.

This perception is captured in the following quote from the workshiof: G KAy 1 G KSNBQ
be so much chaos in the next 5 years. | think the negotiations over quota will be hostile and
2y32Ay3 F2N (KS Ifbk dkeBpératelySrging & WviiteNGr ownyldgisladidh e

will have copy and pasted it by then, but | think we will be looking to change certain parts, but

Al s2yQl KIFI@S OKIFIy3ISR Flrad Sy2dAK F2N G4KS A\
notbeenRSt A GSNBR® L GKAY|l Ay mn @SIFENARQ GAYS (KA
oFflFyOSR (KSvyaSt@gSa 2dzi F3aAFAyd .dzi p @SINEQ

A key aim of the workshop was to develop a range of scenarios regardifigidine viability of

the inshore fishing sector in Cornwdhpm the discussion outlined above. In this respect, the

idea of transition is central: transition in a temporal sense, but also in terms of what is
YySIA2GA1F GSRd ¢KSNBE AAY | ¢f WRARSE I QLIANKINIVA y&@2 LI ¢
Line), which will be the subject of a hard negotiation, ending up with something that is more, or
less, acceptable. On this basis, it is possiblsuiggest three scenarios for the inshore fishing

sector inCornwall.

However, before doing so, it is imperative to consider a number of-axghing factorsFirst

the voice of the sector is in danger of not being heard by those making the decisions regarding
the future of the fishing industrySecondfi K i G KS RSTAYAGA2Y 2F |y
insufficiently precise and in need of refinememhird it is important in policy terms to be clear

as to the purpose of the inshore sector (howsoever the sector is defined). Is it about catching
fishor preserving a way of life; making a meaningful contribution to food and nutrition security,
or simply providing a luxury product; or primarily in terms of its secoenomic contribution to

rural communities7Fourth how best to deal with the monetisain of licences and quota. In

both cases, neither had any monetary value when originally issued, but due to their limited
availability have been increasingly traded between fishers. One option is for the UK Government
to buy back this quota and to allocaiteto fishers as they see fit. Inevitably this would be very
expensive, but would allow for a different and more poliaygeted approach to be taken in
terms of quota allocatiortifth, the timescale involved for any of the possible scenarios to come
to fruition may be as long as 10 yedséxth the fisheries sector as a whole is very small in terms
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of its contribution to the overall GDP of the UK, with the inshore sector only contributing a very
small percentage of that. As such, there are concernsitimay be used as a bargaining chip in
the wider Brexit negotiations and effectively become marginalised. Bearing these caveats in
mind, the three scenarios were developed as follows:

Scenario 1Retention of the Status Quo.

Following the Brexit negattions:

1. access to fishing areas and the allocation of quota will remain broadly in line with
current arrangements under the CFP;

2. 1 00Saa G2 GKS 9! Qa YINJSda gAatt NBY!I

3.YFYyF3ASYSyid 27T (K éntinuet@e thiugk regotafioBsivithdEN
members in Brussels, rather than at a national or local level;

4. existing EU environmental designations will be incorporated into UK legislation.

Predicted impact on the inshore fishing sector in Cornwall:

1. insuffident quota to allow many of them to survive, economically;
2. often inappropriate and burdensome legislation;

3. insufficient opportunities for successors;

4. the decline of the inshore fishing sector in Cornwall.

Scenario 2UK regains control afs waters to 12 nm

Following the Brexit negotiations:

1. the London Convention 1964 will be repealed, ending Relative Stability and
WINF YRTFFGKSNI NARIKGAQT

2. access to non UK boats will be restricted to beyond 12 nm;

more quota is reserved for UK boats, urdihg for inshore boats;

4. the EU imposes tariffs 0fB80% on all fish imports from the UK.

w

Predicted impact on the inshore fishing sector in Cornwall:

1. able to extend their fishing out to 12 nm with less fear of damage to their gear;

2. reduces the pressure dnshore stocks especially beneficial to pot fishermen;

3. more quota is available to inshore fishers than at present, reducing the impact of
WOK21SQ aLISOASa YR AYLINROGAY3I GKSANI

4. a510% tariff is balanced by the fall in the value ofghe NSt I G A @S (i 2

EU market demand continues, but more incentive to develop domestic markets;

6. succession opportunities improve and the decline in inshore fisher numbers is hg

o
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Scenario 3UK regains control of its EEZ/median line

1.

o bk wb

1.
2.
3.

Following the Brexit negotiations:

Predicted impact on the inshore fishing sector in Cornwall:

** |f this were to be the case, then tariffs would be set to WTO levels. These operate on a
scale, with processed fish having tariffs in the order of 25% and raw fish being lower than this.

the London Convention 1964 will be repealed, ending Relative Stability and
WINF YRTFFGKSNI NRIKGAQT

the UK will take back control of its 200 rit&Zor the median line;

UK fishing will be based on thnited Nations Gnvention on the Law of the Sea;
the EU imposes tariffs of 386% on all fish imports from the UK**;

access to EU waters for UK boats is strictly curtailed.

marine planning of all UK waters isxpletely under control of the UK authorities;
legislation can be better tailored to local conditions;

a greater share of the quota allocated goes to the inshore sector, reducing the im
2F WYOK21SQ alLlSO0ASa YR AYLNRGAY3A {(KS
EU markes demand for their catch is reduced by 30%, meaning that it is imperati
to develop more local markets;

restricted access to EU waters will not affect the inshore sector;

greater opportunities and optimism for the future of the sector, including sucoess

t NBaSydl (A 2y fingifigs th BEFRAINEZ 2S00 Q&

Although the Sufisa project has been financed by the European commission, and it is to the
Commission that the results of the research should be reported, it was felt important to also
present the results to the UK's government departmheasponsible for fisheries Defra
(Department for the Environment Food and Rural Affairspt least due to the forthcoming
Brexit negotiations. A meeting was arranged for 10th May 2017 at Defra's offices in London.
Some of the key messages presentedhmyresearch team, included:

T

The inshore sector is desperate for more quota and there are concerns about the
introduction of licence capping.

There is a need to consider buying out licences and quota that have been increasingly
traded over recent yearspghat they can then be rdistributed by the state.

Fishers see Brexit as an opportunity for change, but are sceptical that the UK
D2@SNYYSyid gAftf FNBdZS GKS FTAAKSNASAQ LIRaa
The research team presented thdie feeling from the FGs and workshop was“that the
yQa adFNIAy3a LRairAldAaz2y Ay GKS . NBEAG yS13
hopefully end up with the 12 nm zone returned to UK control.

It was acknowledged by Defra that it would be criticatégiew, and perhaps repeal,

the London Fisheries Convention, in that this convention enshrines the notion of
WNEt I GA@S adroAtAdedQ YR KSYyOS KA&AU2NARO 7
The need to give voice to the inshore fishers, not least because neither Fishing for Leave
nor the CFPO do this sufficiently well. In this respect, that there was support at the local
level for the development of a Coastal PO.

Frustration that much of the regulation developed at the Commission is not necessarily
appropriate at a local level, espially in Cornwall where there is such a diverse fishery.
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Ly GKAa NBaLSOGz GKIG Uuz2yS &A1 S R2S8&a y2
appropriate bottomup regulation that has been developed at a local level.

9 Concern about the potential loss of BEldrkets. Related to this, there is recognition that
fishers need to become more entrepreneurial in terms of how they market their catch,
and that perhaps there is a need to support this through both policy and monetary
support.

1 While the inshore fishingestor may be marginal in economic terms, it is of critical value
to the wider economy in Cornwall, especially tourism, as well as to the social fabric of
many of the communities involved. In this regard, it was discussed that it would be of
value to condutan SROI (Social Return on Investment) on the inshore fishing sector in
Cornwall. This would then provide a clearer idea as to the wider benefits of the inshore
sector, expressed in monetary terms.

1 Ultimately, if change along the lines suggested abdwes not come about to some
extent, the research team made the point that the future of the inshore fishing sector
in Cornwall does not look bright, especially after the current generation of fishers die
off. In this respect, that existing fishers are ingtly highly resilient, but that fishing as
a vocation/job has much less appeal these days, as well as providing fewer opportunities
than it did a generation ago.

Dairy producers in Somerset

Context: dairy restructuring and dairy farming in Somerset

The UK is the thirdargest milk producer in the EU after Germany and France, and the-tenth
largest producer in the worl(Bates 2016)The dairy sector accounts for about 18% of th€K
total agricultural output. In the last ten years the number of dairy farms has declined at an
average rate of 4% per year. There is a concentration of dairy farms in theestdand western
regions of England, although even these established dairyirag dra@ve experienced a decrease

in the total number of dairy farms. The pattern of structural change on UK dairy farms is thus
towards fewer, larger farms, a pattern which has been wbBerved throughout developed
market economies.

Various studies haveslen commissioned to examine the factors driving structural change in the
UK dairy sectofe.g. DairyCo2018) ¢ KA OK | NB dzadz- £t f & Of dza i SNBR
(e.g. lack of succession, age of the farmer, education: Y R WS 02y 2YA O0Q OLINE TA
milk price). Poor milk price is the most significant factor. The milk market, particularly liquid milk,

is dominated by supermarkets through which as much as 80% of milk produced is sold. In
2014/2015 dairy fans in the UK had an average Farm Business Income (FBI) of £83,904, which
is 4.2% lower than the previous ye@vicHoulet al. 2016) In 2015, there was a SOS Dairy
Campaign and a number of welliblicised farmer protests at leading supermarkets and
processors. Farmers argued that the price they were receiving for their milk was not sufficient
to cower production costs. Milk prices in 2017 have significantly imprplwetthis may not last

and the key challenge is how farmers deal with price volatility, particularly when prices are very
low. The impact and strategies available to manage price volatilll vary too depending on

the type of dairy farm, which in the UK range from small scale, family, extensive units where
animals are exakively grazed, tanits where cows are housed and fed tbe durationof their
lactation(Dairy UK 2013)
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The casestudy sought to better understand key market and regulatory conditions that
potentially impact day businesses, including price volatility, ahd key strategies emerging to
manage these risksSomerset was selected as a case study .aeanerset is a rural count

located in southwest England witha strong tradition of agriculture, especially daiayd
fAPSait20] FINXYAYyID 5FANE FIFEN¥Ya | 002dzyid F2NJ I
farms has remained concentrated over time, although the sector locally has seen some exiting
the sector. Herd size numbers in the county have incregdsetthe county retains a profile of

mostly smallerscale, familyrun dairy farms. Somerset is also home to a number of large
processors and highuality dairy industries, including Dairy Crest, Mlller Wiseman Dairies,
2g1Saz . FINBSNRasz FYRyY3 SE2¥INE SEQh NBENIYRAOIDA 2y |
Country Farmhouse Cheddar was awarded a Protected Designation of Origite(Bi®)1996.

Policy and regulatory conditions

The Common Agricultural Policy (CAP) has played a fundamental role in shapigigcukure

and regulation of the dairy sector since the UK joined the then European Economic Community
in 1973.The key policy changes that have had an influence on the UK dairy sector are: the
introduction of milk quotas in 198the 1992 CAP Reformafidr N¥ SNE Q LI} 8YSyda 7
services; the abolition of the Milk Marketing Boards in 1994 (Banks and Marsden 199#)eand
abolition of milk quotas in 2015The CAP provides direct financial support to dairy farmers
through its two pillars: the direcsupport package (Pillar 1) and the rural development
programme (Pillar 11). Interviewees noted that when milk prices are good the reliance on subsidy
support is not as significant as some other sectorsfor those farmers in more deprived
regions. Howeer, in periods of poor milk price the basic payment is a lifeline, particularly for
smaller farms and/or farms exposed to global market fluctuations.

Milk quotas were abolished in March 2015. The decision to remove milk quotas was motivated
by the increas in demand for dairy products globally, especially in emerging countries like
China. The quota regime was viewed as a potential barrier to EU producers responding to this
ANRgAYy3I Ft2060Ff RSYIYRZI KSyOS fAYAGAHhAlowgKS 9!
with opportunities for expansion and intensification of production, the abolition of quota also
created production and marketing issues that dairy farmers had to face. Abolishing milk quotas
had several implications, but two main effects wereewin the literature:

1 Production effectPredicting the changes in milk production due to the lifting of quotas is
not straightforward. In theory, removing the quota should result in an increase in output
and, consequently, in a decrease of milk prig€svacs 2014)

9 Price effectThe @iry market is not a single commodity market, but it is composed of several
types of products, with different levels of processing (liquid milk, cream, powdered milk,
butter, fresh cheese, mature cheese, etc.). This implies that each product can suffier fro
specific price effects.

Interviewees argued the abolition of milk quota was not really an issue for UK dairy farmers
because reaching quota has not been an issue for several years due to significant restructuring
and downsizing in terms of dairy farnumbers. In other words, the UK has not been close to
meeting its quota limit. However, as interviewees also pointed out, the removal of quota
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impacts the wider milk pool, particularly at a European level. The impact of milk quota on UK
dairy farmershas thus, so far, been indirect.

AdaAift ]l tI O 3SbytheEudbpeaddzoninissidin Bldch 2012. It consists of a
series of measures and policy instruments devised to better support the participation of dairy
producers in the milk chain, in responseth® 2009 milk market crisis. It was also designed to
help ensure the longerm future and sustainability of the dairy sector following the abolition of
the milk quota system. The milk package measures have been applicable since 3 October 2012
and will apply until mid2020. The measures constitute a major amendment to the Common
Organisation of the Markets in Agricultural Products (Regulation (EU) No 1308/2013 of the
European Parliament and of the Council) in which the milk sector is integrated. The airarall

of the package is to enhance information availability and the transparency of the market.
According to the Milk Package, written contracts between dairy producers and processors can
be made compulsory at member state level, and dairy purchasers éigeedlto offer minimum
contract durations to farmers. The contracts should be made in advance of delivery and must
set specificities such as price, volume, duration, payments, collection and ruldsréer
majeure Contracts are expected to be negotiatedd farmers may refuse offers of minimum
contract duration. An important aspect of the package is the possibility for farmers to
collectively negotiate contracts. With the abolition of milk marketing boamd094 the role of
producer organisations (P@as also increased.

Following the aid package, in April 2016, the European Commission published new rules
providing the opportunity for farmers to jointly plan milk production. This option is provided in
the context of Article 222 of the CAP Marlgulation (1308/2014), which was introduced for

the first time in the 2013 CAP Reform. As interviewees explam2@15 there wasno plansat

that time for the UK dairy sectdo take advantage of Article 222, but other countries (e.g.
France)vere in favour of market stabilisation measures, including restrictions on the amount of
milk produced.

Various regulations and legislation are of significant importance to dairy farmers, including the
Animal Welfare Act 2006, animal health regulations and nitnageluction measures within the
Water Framework and Nitrates Directives. The points noted in the interviews are as follows:

1 In terms of animal health, diseases and related regulations fall into two main categories:
Wy 20AFALFO0f S MR8y aBAaE0S [ ayRa Qy 200K SNE | NB @S NI
non-notifiable cattle diseases. For instance, there are no specific regulations for lameness,
mastitis or fertility but supermarkets and other retail customers will have certain
expectations and will guire dairy farmers to meet minimum standards in terms of
lameness, housing, etc. which are often included in milk contracts or via farm assured
standards. The most significant piece of animal health regulation that impacts dairy farms
concernsbovine Tubeculosis Interviewees regarded animal movement restrictions as
particularly significant and delimiting for dairy farms.

1 Interms of the EU Water Framework Directive (Dir. 2000/60/EC), in the UK, one of the major
challenges for the implementation of therdctive is the reduction of diffuse pollution from
agriculture. In the case of dairy farmers, the main source of pollution comes from nitrates
from livestock manureln total, 62% of the land area of England was designated as Nitrate
Vulnerable Zones in 20. If a dairy farm is within an NVZ zone the regulations are
prescriptive regarding allowable nitrate levels and farms must have adequate slurry storage
(6 months), which has meant significant investment costs for some farms.
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1 The UK Food Safety Actlé®f90 is an important piece of legislation for the dairy supply chain.
The Act defines the traceability standards required for food safety. Traceability can benefit
high-value dairy producers who want to diversify their product from others, monitoring
wheretheir milk is processed and/or which are the most successful commercial strategies.

1 The Red Tractor farm assurance scheme is an important voluntary standard. It was
developed by the UK dairy industry to ensure benchmark standards of animal welfare and
product quality at the farm level.

1 The EU protection of food names legislation on a geographical or traditional recipe basis,
introduced in the 1990s, is also of importance, particularly for producers supplying
customers who produce West Country Farmhouseddhe (PDO).

Markets and marketing

Global, European and UK dairy markets are strongly integrated and changes in production
volumes, supply and prices in one place can have repercussions omdakstsat the opposite

side of the globe. Drops in milk peiovere linked to theEU Russian trade sanction and
oversupply of milk on the global market, for example. Despite the loss in market share, both the
EU as a whole and the UK in particular are still major global dairy producers, and production
volumes in thdJK are relatively stable. Higher production volumes in 2014/2015 were followed
by an increase in dairy exports, turning the overall UK dairy trade balance from negative to
positive. The positive trade balance was mainly driven by liquid milk, while impbtheese

and butter exceeded UK expoffBates 2016)

UK dairy farmers operate at higher average producticosts than other global and EU
producers, such as Ireland. The extra cost in the UK is 4 pence per litre (ppl) with respect to the
global average. However, costs of production vary from farm to farm and they also change from
year to yeaDEFRA 2016 the last ten years, total dairy produaticosts followed an upward
trend, but since 2014 this trend has reversed. UK domestic milk production is not sufficient to
fulfil demand for dairy products, with milk from UK dairy farms supplemented by imported milk.
The bulk of available milk, includimmports, is almost entirely transferred to dairy industries

and cooperatives which transform half of the raw milk supplied into manufactured dairy
products (e.g. cheese, yogurt, desserts), with the remaining raw milk pool treated accturding
different spesifications and sold as liquid milk for human consumption.

Overall, the dairy sector concerns mainly fresh and highly perishable products which need
adequate logistical organisation to be distributed daityoughout the UK. Whilst farmer
engagement in pycessing is rising, almost 91% of UK milk is purchased and processed by
dedicatedprocessing facilitigsompanies which process over 100 million litres of m(xairy

UK 2013)There are five major organisations leading the UK dairy industry. Three aredgk: co
Arla Foods, First Milk, and United Dairy Farmers; one is a public UK company: Dairgn@rest;
one is a Germabased private company: Muller Wiseman Dairies. The UK dairy industry and
supply chain is therefore characterised by a relatively low level of concentration compared to
continental counterparts, hence further opportunities for industationalisation and merges

still exist(Dairy UK 2013UK dairy processors typically have didedts with dairy farmers and
purchases are often ruled by specific contracts (see below), but not all milk bought from farmers
is processed by the purchaser; the purchaser can sell the liquid milk to other companies for
processing. A substantial percentagieUK milk goes into the ingredients sectas processed
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milk). This sector is diverse and fragmented but continues to grow as consumers eat more
processed and prepared foo@@airy UK 2013)I'he UK retail market is dominated by four major
adzZLISNXYFN] Séia 6¢S5Sa02> ! aRIFIT {IAyaodaNEQa | yR a
the UK.Onlyasmf £ LINBPLER2NIAZ2Y 2F GKS AyRdzZaGNEQa G20
doorstep delivery service or through local markets.

Milk price is a major and sensitive issue for dairy producers. However, farmers receive different
prices depending on theuyers and product quality (see contracts section below). There are two
further issues to consideasymmetric price transmissi@nd price volatility In relation to the

first issue, when discussing dairy prices in the UK it is important to distinguigledrethree

price categories: 1) farm gate prices; 2) wholesale prices and; 3) retail prices. The dairy supply
chain is characterised by asymmetric price transmisgior. prices at different stages of the
chain do not move up and down in line with eacther (Ruslan 2011)Asymmetric price
transmission is due to: differences in maretwer between supply chain actors; differences in
market and cost structures across actors; government intervention; and the value added by
manufacturing of dairy products with respect to liquid milk. For these reasons, the price received
by farmers can bdisproportionatly small when comparet the price of the final product sold

in supermarkets. Regarding milk price volatility, in the last ten years it has increased in the EU
and in the global markefrangermann 2011which coincided with a progressive reduction of
FIENYSNEQ LINRGSOG A 2-gtienied BU aiButural sectpBaNiBji 201 1)RiikeS (
volatility is often considem a negative issue related to low prices and income instability.
However, price volatility can also be advantageous to those who can seize opportunities and
build strategies around {fAssefaet al.2015)

To understand why UK dairy farmers are particularly exposed to price volatility, it is important

to understand the peculiarities of the UK dairy market. About 65% of dairy production in the UK

is sold as liquid milkyith only 25% is turned into cheese ah@d% into powders and butter. This
contrasts with the rest of Europe, where only 30% of dairy production is sold as liquid milk. Since
liquid milk cannot be easily storad the same ways milk powder or cheese or butter, UK
farmers tend to be more affeet by volatility and global market chang@&H-RA 2016)When
LINAOSa IINB 26 FIENYVSNEQ LINRPRdAzOGAZ2Y RSOAAA2)
Milk demand in the UK is quite inelastic, meaning that the volumes of milk sold do not change
dramatically if milk prices change, becausemilpply in the UK is a staple gd@EFRA 2@).

¢KS GLINAROS 4 NE FNRBdzyR YAf] GKdza NBFfSOGa |
transparent in stating that the retail price is not necessarily related to thefgaite price. Only

around 7% of the milk produced in the UK is sold on th&ishaf a pricing mechanism which

relates to the cost of production.

The main benefit of production contracts for farmers is achieving a degree of price stability, by
agreeing in advance the purchase price. This provides a certain degree of protectigoritem
volatility. However, contracts can also have disadvantages. For example, producers can face
penalties if they decide to exit the contract before the signed ending of the agreement. To
enhance contractual relationships within the supply chain, th@ustry agreed the Dairy
Industry Voluntary Code of Best Practice on Contractual Relationships in September 2012. The
code was developed to improvine equity of contractual relationships and to provide an
alternative to the government regulation of conttac Adoption of the code is voluntariput
currently involves 85% of UK milk purchas@siry UK 2013 The code provides purchasers
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with greater flexibility in deciding purchase prices according to developments in the market
place and farmers can in theory obtain fairer pricescurity and continuity with respect to
market accesgDairy UK 2013)

The story of organic milk is different to conventional milk. Similar to supermatigrted
conventinal dairy farmers, the price for organic milk is currently good. The situation was
different a few years ago when some organic milk producers exited and returned to
conventional. This is not the case now. The UK is the second largest organic dairy miudet i
EU, involving about 11% of dairy produc@$1SCo 2015)rom 2013 t@014 the organic sector
experienced 6.4% value growth compared to a decline of 1.6% in the conventional milk sector.
The UK dairy organic sector is dominated by private label and branded products. The leading
brand, Yeo Valley, recorded a 13.2% increaselies value, versus 4.5% for private label organic
dairy salefOMSCo 2015Although organic represents a key strategy in the UK for dairy farmers
to achieve price premiums at a time of depressed milk prices, supply for UK organic milk is
currently in balance, and there is little scope for new producers to enter the m&@eiSCo
2015)

Standards such as the Red Tractor play an increasingly important role as a system of private
governanceStandards are important also for international trade. Some interviewees noted, for
example, that European standards will need to be reached even itJtkas not in the EU
Interviewees also noted farmer frustrations regarding the paperwork required to comply with
standards and duplication between some standards.

Focus groups, supply chain interviews and workshop feedback

Three focus groupwere held with Somerset/north Devon dairy farmers in March 2017. To
complement the focus group data, 1supply chain interviewsvere completed with dairy
processors, farmer coperative representatives or individuals who were in some way involved

in buying milk fromdairy farmers and/or helping to set up milk contract arrangements. This
helped to deepen the analysis and understanding of different institutional arrangements
available to dairy farmer§wo members of the research team also meet with Defra in April 2017

to inform them about the ongoing research work and proposed plans in relation to Brexit. It was
too early in the research cycle to report concrete findings but some preliminary findings were
reported in terms of new contractual arrangemengsworkshopwas subsequently conducted

in May 2017, following reflection on the focus group and interview data, to firstly present the
key findings of the research conducted for feedback and comments, and secondly, to discuss a
range of scenarios regarding the futwiability of dairy farming in Somerset, linked to the Brexit
negotiations. Analysis of the interview and focus group data revealed six key areas, as well as
Brexit, which are summarised below.

1. Milk price and price volatilityParticipants argued thamilk price volatility was a key
characteristic of the dairy industry. Volatility was intensifying, resulting in more dramatic
highs and lows, as well as becoming more frequent. Participants understood milk price
volatility as the product of global issues,iat than an isolated national problerhow milk
prices in 2015, for example, were linked to lower global demand of milk combined with milk
oversupply, the ban of dairy exports to the Russian market, and the deregulation of the EU
milk quotas.As a dairy faner, low milk price is the key issue and underlying concern, but
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price volatility is also significant because of the challenges and uncertainty it creates in terms

of farm managementParticipants agreed that issues of oversupply and undersupply were

the key cause of market volatility and that producers needed to be far more sensitive to the
YENLSG Ay 2NRSN) G2 YIAYyGFEAy | adrotS YAt
GFaKAYIQ O6APSd 2FSNEAzZLILI 80 | f & KpEBBIAEmSR Ay
Price wars between supermarkets, started initially Weland? were also blamed for
triggering price lows.

Institutional arrangements for milkThe supply chain interviewislentified a number of
different institutional arrangements of selling milk. These different arrangements
represent different strategies that potentially help dairy farmers to manage market
volatility. For dairy, these arrangements are essentially different types of contract. Some
have been in place for some timatthere are developments within these arrangements
(e.g. new pricing mechanisms) in response to volatility. The analysis suggests contractual
relationships in the UK dairy industry are highly developed. Dairy farmers can engage with
the dairy industry though a variety of contract types (see below). In general terms, it is
possible to distinguish between collective and individual arrangements:
1 Collective organisational sales

() Cooperatives (e.g. Arla, OMSCao, First Milk)

(i) DPO (Dairy Crest Direct)
9 Individualsales

(i) Supermarket aligned contracts

(ii) Direct to processor/milk buyer (e.g. Mullernéonf A 3y SRX / NBRAG2Y 5|

Wykes)
(i) Informal arrangements (direct to the consumer, such as a milk hut)

In the case of the former, the contact concerns a grofifarmersand the members can
benefit from improved bargaining power.

Contractualisation and pricing instrumentSontracts are an increasingly important feature
of dairy supply chaing.he analysisusedthe following attributes of contract arrangements
to comparedairy contracts:

Pricing determination

Length of contract in years

Cancellation/notice period

Quantity to supply buyer

Exclusivity

Price change notice period

To Do Do Do Do Do

In terms of price determination, the main pricing mechanisms used are as follows. First, cost
of production plus, in which the farmer receives a price for their product that covers cost of
production as a minimum, plus a bit more, ensuring sustainableitpbality of their
businessTheyapplied in supermarkealigned contracts and account for about 10% of the
industry. Secondi and B pricing, which is a pricing matrix with a core price and a market
realisation price. This was used by Dairy Crest Dimdtsame of the smaller dairies and
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and B pricing is the best way forward, or whether it would be better to just have one price.
Third, formulaic or basket pricing, whedairy farmers are offered one price for their milk

for a period, which is derived from four or five prices currently offered by processors in the
market. This pricing mechanism was used, for example, by Mullergigmed contracts),

the Arla ceoperative as well as one smaller milk broker. There is some debate about
offering future prices for milk but currently only one dairy, Yew Tree Dairies, offer this
hedging option, although Muller plan to introduce this option for one of their manufacturing
contrads. Most contracts examined were exclusive and evergreen and producers are usually
notified 12 months in advance if a contract will be cancelled. In terms of price changes, the
notice is usually 30 days. The biggest difference in contracts is in ternne afuantity
supplied. Processors who favoured A and B pridmguding one who was present at the
workshop,argued it was a good way to control supply. This was critical for smaller cheese
processors and dairies. ©peratives like Arla have no limit agdarantee to take whatever

a farmer produces. Muller require farmers to nottiyem if they will exceed 10% of their
previous milk year. There is some debate about what mechanism is best, with some arguing
no limit contracts were one of the reasons whyeosupply happens.

Collective action (DPO and-gperative models)The DPO model was closely examined in
this study because in theory it gives producers greater power in terms of negotiating
contracts. So far there has been limited uptake of this opfidrase farmers participating in

the Dairy Crest Direct DPO, the only one running in the UK, felt it was beneficial. Some
argued it was the next best thing to a-operative. It was recognised th#tie scheme was
rather cumbersome (at least as implemente&takeholders and farmers recognised the
need for greater capperation to sell milk, including joint ventures atarm level (to share
capital, expertise, etc.). Although there is only one DPO, a number of milk pools set up by
other dairies were effectivgl running as DPOs, but without the formalised governance
structure. There was some concern that thairy Crest Dire@PQdid not have any leverage

over the price the processor is offering. Several farmers surveyed supplied Arla. Farmers in
the focus grops were passionate advocates of the@uerative model. It was argued that

a strong ceoperative was critical to farmers when it came to negotiating milk prices.

Market data and futuresA wealth of market data and statistics exist to support dairy
farmers and processors in their decisioraking.In the literature he high degree of one

way transparency and information asymmetry in favour of the retailers has been described
a4 WKAIKE @ atzgl 2013, padBitiodifig3ekaNets yh a stronger pasmitito assert

price claims against dairy companies. However, with reference to the availability of such
information, somefocus group participants and dairy processargued farmers can, and
should, use this information to their advantage. Although thitada widely available, and

Oy 06S dzaSR (2 AYLINRGS FINNVSNEQ oF NAFAYAyYy3
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simply too busy. Interestingly, some dairiesdgrocessorshat were interviewed, notably

| NJ Belinaking efforts to get farmers to engage with such material. Dairy farming in
a time characterised by such volatility will requiftewas argueda different set of skillg
particularly businesskills¢ which will require closer engagement with market data and
futures.Workshop prticipantsand intervieweesvere positive about the use of futures data
as a means of controlling milk price volatilitg.this regard, futures contracts can help in
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planning cash flows, as they help farm business management on the basis of a guaranteed
income for the milk commodity. This form of contract, which has an element of hedging is
now being discussed much in the dairy sector. At the moment futures contractisfexi
butter, skimmed milk powder and whole milk powder.

6. The future (succession and social drivefhere was significant concern that opportunities
in dairy farming remained limited for young people without familial connections to the
industry becausef the high startup costs. Whilst participants recognised opportunities to
be employed as a nefamilial employee were abundant, they feared entry into the industry
in any other way was typically impossible because of the capital required to do so. This
concern prompted participants to appeal for innovative start up initiatives such as share
farming schemes developed in New Zealand. Participants recognised an increase in interest
in and enthusiasm towards agricultural work in contrast to recent years.pokifivity ties
in with wider observations in the academic literature of a renewed interest in agricultural
careers, attributable to the (r@emergence of food security in the political agenda in
developed market economies. Whilst there was significargifpoty about interest in the
industry, others described dairy farming as generally unappealimginly relating to the
unsociable working hours required, but also relating to the hard work required. Whilst a
familial connection to the industry had beeecognised as often the only way into farming,
the family structure was also identified as problematic for the progression of young people
inthe industry. Thisissuel f a2 1y26Yy | & (KSchaFdreMdoSyEra o6 2 &
recognised in the familfarming literature (Chiswell, 2016) and is considered highly
debilitating for the younger generation. There is scope here to think about how to facilitate
4dz00Saarzy Ay (GKS RIANER AYyRdzaliNEBX a2 & (2
the indudry.

Brexit

Brexit represented a divisive topic. Participants had a range of views and responses to the Brexit
vote and cited a range of potential implications for the dairy industry after the UK exits the
European Union. Some respondents refusedspeculate on Brexit impacts because of the
uncertainties surrounding future trading options. In general terms, focus group discussions
identified three key concerns:

w Trade and a trade deal
w The availability of labour
w Subsidies and competitiveness

Trade, and specifically whether a trade deal with the EU would be secured, was the biggest post
Brexit concern amongst participants. Unsurprisingly, groups that were reliant on exports and/or
the ability to move products across European boundaries weret rooscerned about the
impacts of no trade deal.
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In the participatory workshofour Brexit scenarios (adapted from van Berkum et al. (2016) and
Buckwell (2016)) were developed relatingttade and policy support

Scenario 1Baseline/status quo

Under this scenario the UK leaves the EU, but continues to have free access to the
al NJ] Si FyR O2yGAydzsSa (2 KIF @S Fdz f I OO0
and services).

As part of this scenario, the UK would adopt a British AguicilPolicy (BAP), requiring th
same budget contributions as the CAP. Direct support would remain the same as c
levels.

Scenario 2A Free Trade Agreement (FTA) between the UK and the EU

Under this scenario the UK seeks a FTA witt&lde This option is not as advantageous
free access to the Single Market that EU membership confers but inclusion in th
/] dzai2Ya 'yA2y Aa | LRaairAoAfAded 2KAfAQ
LINE RdzOG &4 Q & dzOK éctito S6kd form of ltadiff edySTardf dRate2 Quots
Agricultural matters are normally the most difficult part of any FTA, so a functioning
may take many years to be agreed.

As part of this scenario, levels of direct support would be 50% of theient levels.

Scenario 3WTGQdefault positonc Wy 2 RSIFf FINBSRQ

If no deal were to be agreed, the UK would revert to the WiE€awult position and would
trade with the EU on the same basis as other WTO members. In other word
AYLR NI Ak SELIR2 NI & ¢ 2 dzf R-dis€rimindtion dagsk Baaurdd KN&tio
(MFN) rules and would be subject to a 36% tariff. The EU would apply a Common C
Tariff (CCT) to UK imports and border and customs controls would increase.

As part otthis scenario, levels of direct support would be 50% of their current levels.

Scenario 4UK trade liberalisation

In this scenario, the UK allows wider access to UK markets by reducing tariff rates K
across the board (i.e. removes barriers to trade). This scenario is similar to thel&aud
scenario, including increased trade facilitation costs, with the diffgrence that the UK
and the EU have different border tariffs: the UK applies 50% MFN tariffs to all import
the EU applies CCT to UK exports to the European Union.

As part of this scenario farmers would no longer receive any agricultural support.

The four scenarios were designed to facilitate a discussion with key stakeholders from the
industry on the future of the dairy industry and more specifically the potential impacts of Brexit
(depending on the final outcome) on the dairy industmySiomerset and beyond.
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General reactions to the scenarios:

)l

As was the case during the interviews and focus groups, workshop participants were
uncertain about what posBrexit scenarios @re most likely to prevail. There was a
preference to talk about th implications of Brexit in general terms.

Overall, it was felt that whatever scenario was adopted, it would be less protectionist
than the status quo and would expose the dairy industry to more competition, for which
it would have to be fitter and moreotnpetitive.

Workshop participants perceived one of the biggest challenges associated with Brexit to
be the infrastructure and manpower required to deal with border control.

There was a feeling amongst workshop participants that in anticipation of theypoli
change, Brexit waalready having an impact on farmers in terms of their business
decision making and the availability of labour.

It was noted that reliance on labour extended beyond the availability of seasonal labour
in the dairy industry, which haslied on European workers to perform skilled work (e.g.
input via the veterinary profession) for a substantial period of time.

Preference and likelihood of the scenarios

1

After the status quo, the FTA was considered the most desirable option (and perhaps

the most likely option in the long run). However, participants felt it was not going to be

easy to implement and would likely take some timperhaps even a decade.

¢KSNB gl a | FSStAy3a GKFdG | GNIRS fA0SN
Participans attributed this to the issue of equivalency; liberalisation could mean that

US products, not made to the same standard as the UK, would be able to undercut the
l'yYQa LINAOSad L sla aeyzyevyzda sAGK | WKI
However, paritipants made a number of references to the success of New Zealand
compared to protectionist regimes such as Ireland.

Scenarios one and four were viewed as least likely. Much of the discussion focussed on
scenarios two (FTA) and three (WT@he middle scaarios.

Participants saw the WTO as a possible interim option on the way to a FTA, and felt the
SPSyildz tf 2dziO02YS YAIAKEG 06S Waz2YSHGKSNB Ay
Although there was initial enthusiasm for domestic producers under a WTiOnopt

there was concern that becoming entirely sslifficient in dairy would eventually

thwart both investment and innovation.

Opening the door to competition: implications for dairy

1

It was anticipated that dairy farming following Brexit would need to rbere
competitive, regardless of the exact scenario adopted.

Without the security of unlimited free trade within the EU (the status quo) and direct
ddzLILI2 NI AG ¢l a FStd dGKFG GKS RFEANE AYyRdz
the global market.

Overall participants took a more positive view on the potential reduction of agricultural
support; they felt it offered an opportunity to revise the way agricultural support is
GFNBSGSR FyR O02dzZ R S@Syilidz ffe& KSiencyand2 Ay O
resilience in the global market.

36



1 Rather than direct support, workshop participants anticipated indirect mechanisms, i.e.
payments for research, skills development and teaching, tax incentives etc. as a possible
way of delivering agricultural spprt for a more efficient dairy industry.

1 Some participants recognised the WTO position as an opportunity for domestic
production. This demonstrates the importance of recognising the different institutional
arrangements when considering the implications pufstBrexit policy on UK dairy
farming; different scenarios will have different implications for the different
arrangements.

Producer survey

The results of the Producer Survey (Task 2.6) are presented in relation to dairy farms in
Somerset and Devoithe questionnaire was composed of the following sections:

A. Farm business characteristics

B Production and sales channels

C. Characteristics of the sale agreement and sustainability

D Strategies and drivers of farming

E Farmer characteristics

For the purposes of this report, data are analysed using descriptive stafidtiesample is
composed of 88 farms located in Somerset and 112 in Devon. This proportion reflects the
higher total number of dairy farms in Devon.

The surveyighlights the éllowing characteristics in relation to the farm and farmers:
1 The majority of farmers were male (89%)
1 The majority of farmers were between 41 and 65; young farmers only accounted for
12.5% of the sample
Farmers typically had a high school education
57% offarmers had an agricultural education
Family farms (as opposed to private companies) were the dominant organisation (81%)
Organic farming only accounted for 5.5% of the farms
More than half of the survey patrticipants expected that one day the farm withken
over by a family member (54.4%)

= =4 —a A -2

Interestingly, being a member of at least one farmer organisation was very comrmion
{2YSNRESGO |YyR 5S@2y®d ! 062dzi o 2dzi 2F F2dzNJ T N
Membership in cooperatives and/or POs wersoatjuite frequent among dairy farmers.

¢CKS &adzNBSe KAIKEAIKEG | NIy3aS 2F RAFFSNByYy(d NP
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range of serviceBeyondpurchasing milk, e.g. acting as intermediaries with other buyers and
supporting the design of contracts between farmers and buyers.

The producer survey reveals the average dairy farm size in Devon and Somerset was 183.7ha,
which is considerably above the Sowmtlest and national averages of 70ha and 86ha
respectively. The average herd size was 237.6 cows, with an average productivity of 7.9
thousand litres per cow, per year.
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The survey highlights thenportance of farm incomeo total income for farm househds,
with just under 90% of income coming via agricultural activities. Within farm income, milk was
unsurprisingly the main source (accounting for 80.7% of this farm income).

Over half the farms in the survey did not diversify and were therefore purelgiaised in milk
production. The maimisk management strategyas reported to bensurance however,

there were significant differences in the uptake of insurance for livestock, compared to crop
cover.

The survey revealed significant differences between the types of sales for collective and
individualorganisations. Diffemces included the duration of contrachoment of payment

and costs associated with the arrangement/agreemérite attributes and sgices associated
with dairy sale agreements also differed between collective and individual organisations.

Milk price and production costs continue to be a controversial topic. The survey revealed how
production costs are 81.7% of prices but in someucirstances production costs were as

much as 140% of prices. The analysis considers reasons why the cost of production can differ
so significantly for different farmers and selling arrangements.

Overall, all farmers were quite satisfied with the agreemidngly have for their main milk sale,
with an average answer close t@dt of 5 Farmers selling to individual businesses were
particularly satisfiedThe reason for such a high level of satisfaction seems to be linked to the
fact that the agreements guar&e higher prices and, even more important, that prices were
fairly stable, mitigating the risks of price volatility.

One key objective of the survey was to gather information about how farmers perceive the
sale agreements they have in place in termsugtainability. On average, the overall
sustainability of the arrangements is just above the threshold 3 (on a scal&)fftr both
arrangements with collective and individual organisations.

¢CKS FT20dza 2F (KS adz2NIBSe ¢ Itiabuygng; hdwbhBrRadadiéhhla Q
questions regarding future farming strategies and the drivers of potential farming changes
were also askedOn average, all farmsamelow market prices and price volatility as key
drivers of dairy farming production strateg, underlying the importance of market
uncertainties for this sector and the dominance of market factors in farmer thinking.

In terms of future strategiegthe majority of dairy farms (53.5%) do not have particular
strategies in mind and they expect meaintain ther existing scales of operation. Only 6.5% of
all farms expected to abandon farming altogether.

CSPriventory

The final componement of this report is a summary of the inventory data pertaining to both
UK dairy and fishing conditions, strgtes and performances.

Dairy
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1 Key conditions

o

o
o

Price levels and volatility as a condition was cited 11 times, representing 37%
all reported conditions for this commodity

Regulation and policy were the second most cited condition (23%)
Sociedemograplic conditions accounted for 10%; as did market access and
ecological/environmental conditions

Demand conditions (7%) were less discussed compared to other conditions
Factor access was the least cited condition (3%)

1 Key strategiesvere diverse, although market orientation emerged as the most
significant strategy; in the absence of quota, production has increasingly become
based or oriented towards market demand

o

Fish

This variety of strategies reported in the CSP inventory reflects the
heterogeneous nature of the dairy sector. There cannot be one strategy to
address all the issues faced by the sector. In fact, just as the removal of quota
can be viewed either as a business opportunity or a risk factor, Brexit can be
also be perceived aopportunity or threat, dependent on the farm business
involved.

1 Key conditions

o

Regulation and policy conditions wetiee most cited representing 34% all
reported conditions for this commodityhis is unsurprising given their role in
the operatimal aspects of inshore fisheries, particularly in relation to what can
be caught and when.

Market access was another significant issue (19%)

As was ecological/environmental conditions (1@2)is was mainly related to
marine protection

1 Key strateqgies

o

Theinventory strategies data suggests how inshore fishing is not only about
catching fish and in order to survive the challenges highlighted by the report,
fishers have to deploy a range of strategies to ensure they can earn a living.
The most dominant stragy was market orientation (25%), followed by
training, advice and investment in research and development (13%) and a
deliberate focus on environmental issues (13%)

¢tKS aSO02NNa adadGrAyloAfAlde RSLISYRa
and on the longerm availability of marine resources. Some fishers are turning
to processing as well as investing in direct marketing. Added value is a key
aspect of many strategies which seek to differentiate fishing businesses from
each other and thereby earn a bettprice on their products.
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The purpose of this UK report is to investigate the nature of policy requirements, market
imperfections and their implications for the resilience of inshore fishing in the county of
Cornwall and dairy faning in the county of Somerset, respectively. It is based on the conceptual
framework developed in WP 1, and aims to go beyond the relatively fragmented insights
consolidated in WP 1 to produce a more comprehensive and holistic view of the conditiods face
by inshore fishers and dairy farmers and the strategies they employ to ensure their
sustainability, resilience and continuation. The two case studies have their own sections with
the UK National Report, but it will become clear that many of the issweslfay inshore fishers

are also faced by milk producers. This is significant and a key benefit of conducting simultaneous
investigations into these two different primary production sectors. In this report the main
objective is tadentify key market and igulatory conditions as they relate to and impact upon
the commodities and regions selected for analysis. Regulatory and market conditions are the
focus but other conditions (e.g. social conditions) that have emerged as important are also
reported. A compason between the two sectors is not provided in detail in this report, but in
the final report @milarities will be highlighted where appropriate, as well as the distinctive
nature of the responses, thereby having the potential to provide a valuable fepexiperience.

For both inshore fisheries and daiaymedia analysis was conducted, as well as a-daskd
analysis of market conditions and regulations for each case region/commodity, supplemented
with expert interviews per case study. In more dettlile media analysis examined national,
regional and specialised media from 2005 to 2016, with a focus on publications reporting on the
economic and financial sustainability of primary producers. Table 1 summarises the press
coverage in terms of the types eburces analysed. Specialist media were derived from three
main sources: 1) industmelated publications and specialised magazines; 2) government
related publications and 3) publarientated publications, including material from NGOs, blogs
and newspapearticles.

Table 1. Summary of media analysis sample
Source Number of articles analysed % of sample
National press 112 47%
Regional press 65 27%
Specialised media 62 26%
Total 239

The deskbased review involved analysis of key policies, regulations and market issues that
impact on fishery and dairy producers in Cornwall and Somerset, respectively. Sources reviewed
included academic publications (research papers, books and websliétésd to sectors and/or

key regulations, policies, market issues, standards or instruments); Government and policy
documents and websites; market data, market research and consultancy reports; industry
data/reports and NGO documents. A number of acadeantles were reviewed for both
sectors, with particularly good research coverage in relation to inshore fisheries. The Common
Fisheries Policy (CFP) and the Common Agricultural Policy (CAP) were both reviewed in detalil,
as well as relevant regulations atéd to each sectgrsupplemented with analysis of policy
documents. The key standards for both sectors were also reviewed. Market research and data
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on each commodity sector was also reviewed, as well as relevant industry data, including
analysis of secorady data to examine socieconomic changeis both sectors over time.

The analysis of market and regulatory conditions was designed to reflect two things: firstly, it
reviewed what the current market and regulatory conditions are; and secondly, it reflected the
perceptions and experiences of those who have to work underetmarket and regulatory
conditions. In other words, it was not necessary to provide a detailed account of the history of
specific policies or regulations, but instead gave a sense of policy evolationder to
contextualise the current situation. The aiwvas therefore to review the most recent papers,
reports, market data etc., although older material was accessed to understand production
changes. The review of both sectors thus covered: an overview of the key policies / regulations;
quota or subsidy is®s; environmental regulations/legislation or management issues; zoning
laws; sector specific regulations; analysis of relevant public and private standards (e.g. food
safety standards set by the Egovernment regulationsor private standards set by food
retailers or processors; analysis wiarket conditions and finance markets (in the form of
product markets) (e. just buying and sellirigsues and not factor markets).

The review thus describes the key components that relate to and condition our specifi
commodities studied. Some issues emerged in both the regulation and market analysis sections
because of their interrelated nature (the trading of fish quota, for example, is both a regulation
FYR YIFN]SG AaadzsSoe® t NP RdJzO Solkt€ foa ég\diforerdaslint R A
structure that may result in different strategies.

The stakeholder interviews were intended to supplement the eesked review. The aim of the
interviews was therefore to gain further insight into the nature and compleitsnarket and
regulatory conditions and emergent CSP issues. Having conducted-badeskreview of the
literature available on each commaodity, the interviews were used to make sure the report
provides an accurate and ttp-date grasp of the issues bykérsg those stakeholders who are
directly involved in the sector for their inputs. In other words, from their perspective what are
the key issues, especially in relation to regulations and markets, that need to be accounted for
in order to develop sustainddand resilient systems of production. A total of 30 interviews were
completed for the UK National Report, 13 for dairy and 17 for fisheries. The interviews
completed for each sector are listed in Appendix 1 &ndvith a summary of the type of
stakeholde interviewed in each case. Inshore fishing is a new area of research for the team so
a few more interviews were necessary. The interviewees provided invaluable insight into
regulatory and/or market conditions in the two commodity sectors, including als t
perspectives of three interviewees from the banking sector. Most interviews lasted one hour or
so, but some were longer than this. As mentioned, the interviews covered regulatory conditions
and market conditions for each sector, but in some cases tigeviiew focused on a particular
theme (e.g. the nature of markets for milk, marine regulations for inshore fisheries). Whilst the
research was being conductetthe UK public voted in a referendum and decided to leave the
European Union (Brexit). Brexitlisely to provoke major changes in all UK economic sectors,
particularly agriculture and food. A new section has been added to the report which provides a
review of how Brexit might impact agriculture and, in particular, the two commodity sectors
studied br SUFISA. This provides a key piece of regulatory and market change for the UK and
will be further studied and updated in the final report.
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The structure for the rest of the report is as follows. The next section of the report provides a
summary of the &y media analysis findings, both in general and in relation to dairy and inshore
fishing. A overviewof the Brexit vote and its potential implications for both sectors is then
provided. The main part of the report is then made up of the two commodity slaskes, which
firstly reviews key regulatory and market conditions for inshore fisheries and dairy farming
respectively including a summary diie key issues/conditions emerging in both sectdrthen
examines strategies employed by producers and othetorsin each commodity chain to
managetheir business, especially in relationregulatory and market issue$he strategyevel
analysis also providdarther assessment of Brexitsing data collected with stakeholders from
each sector

2 aSRAI G2yyilSyeaaa
2.1 Introduction

The media analysis presented here is focusgdimarily on the sustainability of primary
producers in the dairy and fisheries sectors i thK. In more detail, this secti@ummarises

key findings from a media analysis exercise which sought to identify the most debated issues in
relationto LINA Y+ NBE LINPRdzOSNEQ adzadlAylroAtAdae Ay || 3N
fisheries sectors specificallfhe media analys methodology has been described above. Key
findings from analysis afational, regional and specialised med@urcesfrom 2005 to 2016s

presented below, starting with analysis of media discourses for UK agriculture.

2.2 The predominance of price volatiltin media discourses about UK
agriculture

In terms of the agricultural sector generally, price volatility was found to be a predominant
theme in the articles sampled. The media analysis suggested that farm businesses are nowadays
operating in a less stabland more complex global economic environment. Price volatility in
media publications is understood to mean excessive price fluctuations and variations in
agricultural commodity prices over time. As noted in one source, the problem with price
variations arises when they are not predictable (Farmers Guardiaff, Mi&rch 2015). This
degree of uncertainty combined with low prices received by farmers for their produce
challenges the capability of farmers to cover theistsctand to make a living.

The Europea Union Committee report on price volatility published in May 2016 states that
successive CAP reforms, which have gradually reduced price support over time, have
incrementally resulted in farmers being more exposed to market forces. The position of the
committee is nuanced in terms of what price volatility is and its impacts on farm business
SO2y2YAO adzaidlAyloAtAGe@d C2NJ SEI YL S5 LINRAOS
' ANR Odzf GdzNF £ O2YY2RAGASA YI NJ S adre chuged margl K I
68 dzyl yGAOALI (SR LISNA2RE 2F adAadlAySR t26 L
(European Union Committee, 2016).
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Price volatility is not a new topicit has featured in media discourses for some time and
particularly sine the 2008 credit crunch. In 2008 wheat prices fluctuated from £75 to £170 per
tonne and back down, all in the space of 24 months. In the same period tractor diesel went from
35p alitre up to 67p a litre and then dropped back down again. For dairy farthersnilk price

also fluctuated significantly during this period and according to some industry sources the price
has not really recovered since, despite some occasional spikes in price. Such uncertainty is
reported to pose significant issues for farmepsyrticularly in terms of profit and cash flow
(Western Morning News (Plyoath, UK), 22nd December 2008).

C2NJ t NEYI NRa RAQGAaAZ2YylFf RANBOG2NE GKS O2Yo0A:
impacts of climate change, population growth, changdigtary patterns, and increasingly
deregulated world markets has created a set of external market conditions that have resulted

in the current period of market volatility (Farmers Guardiah,J8ne 2015). The dairy sector is
Yy2G0SR a ol 83lmMaNS GEL VLKA SARFQaE Ay Tt dSyOS 2
126X GKS Odz2NNByid O2YY2RA0& R24yGdzNYy®E 1S y2i
time implied a welsupplied market. However, falling demand in China combined with the
Russiarimport ban on European goods drove UK average dairy prices down, from 33.7ppl to
25.45ppl in 2014 to March 2015. What this example shows is the increased exposure of some
commodity sectors to global markets and seemnomic pressures.

Several strategieto curb the negative effect of price volatility were discussed in the media
sources. It was suggested, for instance, that a variety of forward selling and hedging strategies
are available in the arable sector (Western Morning News, 22nd December 200&)d1 the
structure of a sector like UK dairy means that farmers often remain reliant on their buyers
determining farmgate prices (Farmers Guardia®, Bine 2015). For the European Commission,
direct income payments are considered as a source of finhstability, which help farmers to
withstand periods of low commodity prices (European Union Committee, 2016). The NFU shares
this position and argues that these payments provide a form of security against which farmers
can invest and leverage additionaivate investment from banks (NFU Online!"May 2016).

¢KS GIE a2adSYy OKIy3aS AY Hnmp: 6 Kjeblrikeri®pbsi SYRS
expected to facilitate planning and budgeting and hence help primary producers to manage cash
flow problems (Famers Guardian,™ Blarch 2015). Overall, the media analysis suggests that to
cope with market volatility, government support, including subsidy support, and tools from the
financial sector are necessary.

2.3 Inshore fisheries

The media discourse @kd to the sustainability of inshore fisheries businesses is mainly
debated in regional and specialised media sources and much of the discourse is framed in
relation to the ELimposed Common Fisheries Policy reforives, fish stocks and discard bans,
marine conservation zones and quota allocations. In the following analysis, we summarise the
main issues debated and reported in the media.

Thefishing quota systenis reported to carry inequities which are a source of frustration for
inshore fishers. In 2013, the High Court ruled in favour of reallocating some fishing rights from
big producers to smalicale fishers. Whilst the judge ruled that the initial distribatof quota

did not amount to discrimination, £1 million worth of quota was reallocated to setalle
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fishers (BBC News, "1 0uly 2013). The issue is a persistent problem according to surveyed media
A2dNDSA® 'y AVYAK2NB TAAKSNIZ &Y G Al VjRIZ2 WG d &R G
gquota system was introduced and it was reported that 5000 small vessels in the UK had access

to just 4% of fishing quota (The Independerit,November 2014). The Chief Executive of the

bS¢ | YRSNI ¢Sy @toda (MBTNRX) SDARLCuthbérti@gled that the restricted
quotas were affecting the livelihoods of many fishers, adding that some could not make a living

and were turning to work in factories or other forms of alternative employment (The
Independent, 28 January 2015, Serina Sandhu).

LyakK2NSE FTAaAKSNARQ OFasS A& | NHIZSR yR adzZJJ2 NI
C2dzyRFGA2Y 06b9C0 | yR DNBSyLISIOS ! Yseso@@edN) SEI
fishers and other large Producer Organizatioaseéhbeen able to trade and accumulate quota.

This has resulted in an extreme concentration of quota towards larger organisations over the
past decades and has come at the expense of smaller fishers. This means that the majority of
working fishers have fewights to this costly tradeable commodity, even though they are able

G2 Srkairfte OF #Odobex 20£5, Ghiis YVlliands). Grékapeacavand inshore fisheries
groups were reported to be joining forces in campaigning against trawlers and -EwEjer

fishery enterprises that monopolise quota (Greenpeacé! Zguary 2015). In arguing that case

it is noted too that largescale fishers use trawling and dredging which are highly damaging to

the environment. While it has been pointed out that the wasajority of inshore fishers use
selective and sustainable techniques (Greenpeateéd®ust 2012), trawlers and dredgers not

only drag up the seabed, but they also drag up ¢heb and lobstepots laid down by inshore

fishers (BBC Two, February 2018, C A & KAPpHéritice/with Monty Halls).

However, opinions diverge in the industry regarding the sustainability of lsigpe vessels.
. NNE 581ax /KAST 9ESOdziA @S 2F G(KS bl iaA2yl f
represents the interestsf both inshore fishers and largscale industrial vessels, argued that

GAG 61 a GaKSSNIy2yaSyaSé G2 are GKS fFNBSNI ¢
of these vessels fishing large shoaling offshore stocks like mackerel and herringanggan
SEOSLIiAz2yltte Sttt YIylFI3ISR FAAKSNASAX AF
FtSSix GKS@ g2dzZ R NBYI Ay Jamad RodE Beting Sahdh®).S Ly RS

There is a significarmegional disparity in terms of fish sitks in the UK. The Centre for
Environment, Fisheries and Aquaculture Science (CEFAS) advisor Ewen Bell stated, for example,
GKIFG f20aGSN) aG201a Ay (GKS 2Said 2F 9y3atlyR |
b2NIK 2S8ai KI@S a\8eStgrn Mokning NéwsOIRApi 20MER $heB s also

debate within other sources about the levels of seafood available. The National Lobster Hatchery

in Cornwall talk, for example, of UK stocks being depleted and this is backed up by Seafish, the
UK pubk body that promotes the seafood industgythey mark all lobster stocks in the UK as
WKAIK NAA1Q 6 ¢WR@il2615At & ¢St SANF LIKZ o

It is interesting to note the discrepancy in narratives. An important narrative in some media
reports analysed is the&lea that fisheries are extremely important to communities, so local
reporting in some places may focus less on fish stock problems despite the reality. Generally,
scientists tend to be quoted and reported when commenting on depleting stocks of fiske. Clyd
fishery has received special attention, with York University conducting research there and
finding that stocks are at significant threat of collapse (The Scotsmémviay 2013). However,
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GKS /@RS CAAKSNX¥I yQa ! aa2 Odadlithatiha situatidad was So G S R
as bad as had been reported (Herald Scotland,X@vember 2015). There is a feeling in fishing
communities reported in the media that they understand stocks well, and it often takes too long

for policy to respondtothis(BB ¢ 42> CSONMHzr NBE HAamMHI ¢KS CA&KS
Halls).

There is alsoegional disparity in terms of regulations concerning fish si&eientists are keen

to see regulations on fish size tightened to assist in protecting and maintainirsdedts. CEFAS
suggested fish size should be altered to protect stocks whilst accepting that this could have
major implications for inshore fishers (Eastern Daily PressNb&ember 2013; The Telegraph,

16" November 2014). However, there has also beeaige for the authorities for implementing
regional standards rather than acregg-board regulations (Western Morning News M&pril

2015). There is regional disparity among media sources in their reporting on this issue, which
suggests that the east ast of England is experiencing more problems than the west of the
country.

The introduction of Marine Protected Areas (MPA) has been reported in media sources. It is
viewed as posing a threat to inshore fishers in terms of their ability to access fighimgds and

it is suggested that this is a major reason why many fishers do not support their introduction
(Wales Online, 25 April 2013, Graham Henry). That said, there is disparity in the discourse
regarding the efficiency of MPASs to protect biodiversind thus achieve their primary purpose.
From the media analysis, reports suggest that some inshore fishers feel let down by government
policy on this issue and more generally. They feel a sense of abandonment (The Scotsman, 6
July 2015, Alistair Munjaagainst the scientific lobby who argue for MPA. Of the 127 proposed
sites for conservation zones, only 27 have been implemented. This represents less than a quarter
of those originally proposed (The Guardian Rbvember 2013, Damian Carrington). Hoeev

some are questioning the adequacy of those that have been introduced as they do not ban the
use of certain fishing equipment, which could be the cause of much of the damage (The
Ecologist, 18th July 2014, Jason {3akencer).

Land obligations and fissize: how can the inshore fishers benefit? Tdraling obligationor
WRAAOFNR o6FlyQ A& LINI 2F GKS ySg /2YY2Yy CA&K
in January 2015 and for demersal species obligations will be applicable and implemented
between 2016 and 2019. The discard ban applies to all quota spebieth targeted and by

catch¢ and to all UK fishing vessels catching them (Fishing Focus, Autumn 2014, Issue 35). This
reform has been welcomed by ecologists. For instance, the Fish [Kagimpaign

(www. fishfight.net), which was launched in 2010 and fronted by celebrity chef Hugh Fearnley
Whittingstall, reported that up to 90% of catches were being thrown back into the sea. However,
the NFFO chief argued that it might be difficult to imphthis policy on a practical fishery
by-fishery basis (The Ecologist, 2013, Rosie Magudia). The onus is now on the fishers to adapt to
the regulation and to innovate to find new ways of fishing, so as not to fall foul of the new
discards ban (The Huffitam Post, 1& March 2014).

Balancing discard bans and quotas is a key theme identified in the media sources. In a recent
blog, NEF highlights the benefits of selective fishing, which they view as welcome news for many
g2NJ] Ay 3 TFAaKS Naastl Th@rdagoR, theyysaghestyiRéaied 10 &gulations and
jdz2GFad {dzYYI NAaAy3ad GKS OdNNByid aAaddza G6Azy (K
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fish are thrown overboard to avoid breaking the lgmot because they are unwanted. This is
becausefishers do not have enough quota (the legal right to catch a particular species in
allocated amounts) to land the fish and is a particular problem for inshore, small scale fisheries.
CKAA Aa 1y26y |a WNBIdZ I §2NE KBA DCSIYNRSY 2 (GRS
(NEF, 2% October 2015, Chris Williams). The problem was that the majority of inshore fishers
operate in mixed fisheries and do not have the quota to enable them to fish for the variety of
species they catch, making the catcleghl if they do not discard. However, the European
Commission will be increasing quotas to deal with the fact that fish that was previously discarded

will now have to be counted against quota. The suggested good f@wimshore fishers,
followingthe FisSENA Sa4 aAyAaidSNE DS2NHS 9dzadAO0SQa I|yy
O2YYAGGSR (2 aAYyGNRRdAzOAY3 ySg FtSEAOAfAGASE
Y2NB [[d2 0l G2 GKS dzy RSddben 2015yCGhiisNBliarfheSiStionQ o b 9
tonnes of any additional quota received, and 10% of anything more obtained, will be allocated

to the English inshore fleet.

Indeed, some opinions reported the media sampled suggested that in the current context, in

order to achieve enougincome, fishers need to be flexible and to be prepared to catch what

they can when they can, rather than relying on one or two species (BBC Two, February 2012,
¢CKS CAAKSNXYIYyQa ! LIINBYGAOS gAGK azyde 1Fffa
fisherman in Cornwall who adapted his catches and sales to what he was seeing out in the sea,

an abundance of sardines, and was able to turn it into a profitable business (Western Morning
News, T April 2014, Simon Parker), suggests that the discard ban cembvith a better
allocation of quota could be of some benefit to inshore fishers.

2.4 The dairy sector

The milk price that farmers receive (market condition) and the abolition of the milk quota system
(regulatory condition) were the two main issues discusisetthe media in relation to the dairy
sector, alongside price volatility already discussed above.

The milk price that farmers receive is often discussed in terms of the costs of production and the
structure of the milk supply chain. The milk markeayticularly liquid milk, is dominated by
retailers through which as much as 80% of milk produced is sold (The Guardian, Food and Drink
industry, 11" August 2015). The issue of milk price has been agaimg debate in the regional
media. It received paitular attention in the national media in 2015 when several protests
organised by dairy farmers outside targeted supermarkets/processors were reported. The
Guardian (11 August 2015), reported that the protests were in response to an unprecedented
drop 0f25% in the farngate price that dairy farmers received between 2014 and 2015. Figures
from the Department of Food and Rural Affairs (Defra) were used in a BBC news item at the time
which showed that in June 2015 farmers were receiving on average 23tG5BBC News
Business, 11 August 2015). With cost of production at 30p per litre of milk, dairy farmers in
various reports argued that operational costs were currently unsustainable anel arésing

many farms out of business (The Guardian®,124" January 2015; Sustainable Food Trust,
Farming, 9 October 2015; Farmers Weekly? Bebruary 2016).

The media analysis identified two opposing camps in relation to the milk price crisis: dairy
farmers and supermarkets. Dairy farmers were depicted asmgctiaught in the midst of a
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.dzaAySaa 2yftAyS FNIAOES GKIFG &l -litré battESokarik NJ S
sell for 88p, has devalued the produstthe eyes of the public, "purely to get customers through

0KS R22Nbheédo. ./ bSgas .dzaAySaaz mmiK ! dzZ3dz i
low prices were a result of the Russian ban on European dairy products and the consequent
oversupply inthe market. Commercial confidentiality means that access to information about
retailer and processor profit margins are difficult to access, which adds to the complexity of
negotiations (BBC News,"1August 2015).

However, as noted in several media refsp some retailers now buy milk directly from farmers.
C2NJ AyadlyOSzs a2l AGNRASZI al NJ a-omhav baplish&dNE ¢ ¢
schemes which ensure farmers are paid a price above the average cost of production for fresh
YAf ] @& spli Augusb2818; NFU Online,"23anuary 2015). While some farmers benefit
from these schemes, the majority of farmers are not aligned to supermarket contracts and are
thus vulnerable to market fluctuations and price volatility. This raises sevemstiqns
regardingstrategiesthat farmers adopt to manage risks related to market uncertainty. Media
reports suggest two pathways are commonly adopted by farmers who decide to stay in business:
1) increasingly production to benefit from economies of s¢BBC News,*April 2015, Claire
Marshall); and 2) specialisation into the production of vedaieled products (Farmers Weekly,

9" April 2015, Charlie Taverner).

Producer organisations argued (Farmers Guardiafi, JBne 2015),however, that these
strateges, although useful for some, do not directly address the basic problem of price
fluctuations. Interestingly, cdracts, although key to ensur farmer can secure a stable price

for their production (Farmers Guardian, ®2Gebruary 2016, Olivia Midgleydre not much

covered in the general media, and are discussed instead more frequently in the specialised
media. Articles from the farming industry have also started to mention dairy futures market
(Farmers Weekly, 15June 2015, Sarah Alderton) as a pddsiS & G NJ G S3e& (G2 LI
ASOdzNAGE (2 GKS AYRdAZAGNERE D | 26SOSNE GKS §G2LA
in the public sphere and national media sources. A 2015 article in Farmers Weekly reported a
range of contrasting views abotite possibility of a UK futures milk market. For example, Peter

Isaac, head of feed sales for Mole Valley Farmers commented at a Total Dairy Seminar event
GKFGO aLF A0Qa Fy20KSNJ greée G2 YIENJ SO YAfT]l FyR
LG O2dA R KSfL) 3AQS &a2YS aSOdaNRiGe G2 GKS AyRd:
I NBdzSR GKFG a! FdzidzZNBa YFENJ SO ¢2dAZ R FI OS YU
dzyt A1Sfte Ad gAff 0O2YS I yR yteShRdicipant statad\iat LINI 3
GOeBAGK2dzl | waAf{| alFNJ]SdAy3a .21 NRe& aa. (0KS

I NE R22YSR¢ 6 CPNMEBNE Satab Sdefiod)> ™ p

The abolition of the European milk quota system in April 201%®kas a primary issue discussed

in the media. Media sources suggest that the abolition of milk quota, in place for 30 years, has
propelled the UK dairy sector into a new open market, in which international competitors like
Australia and the United StatesVe&been operating in for two decades or more. While some
European countries such as Germany the Republic of Ireland and the Netherlands have
reportedly been preparing for this new era of market deregulation by increasing production, the
UK dairy sector, sne reports suggest, is lagging behind (BBC Net#\ptil 2015, Claire
Marshall). This assessment is understandable but as other articles note UK dairy has been under
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its quota target in recent years and the industry operates in a very different envinohiogfor
example, the Republic of Ireland, which has had strong policy support and encouragement to
increase production poghilk quota.

¢KS NBFazy F2NJ YAt ldz2at NEBY2 @l gla G2 S
international rivals in supplyg fastaNRE g Ay 3 YI Ny} SdGa Ay | &Mpri  yR
2015). Expectations were that demand would grow in parallel with a degree of optimism in the

EU dairy sector regarding likely growth projections (Farming LifeAp@il 2016, Myles Patton

and Siyi Feng). However, the Russian ban on imports of European products and the withdrawal

of China from the powdered milk market were identified as two international events which
subsequently pushed prices down and have challenged the industry (Farf@n@a"i April

2016, Myles Patton and Siyi Feng).

It was clear from the media articles analysed that the impacts of changing market and regulatory
O2yRAGAZ2Yya 2y FINXYSNERQ adaAadlAylroAtAide | NB
communications predictfurther volatility and instability for producers. For example, the
9dzNR LISIY aAfl .2 NR SELISOGE & GKNER iy ELINIONS 40
waye 0 9 E Bl 2045 Batehelor Tom).

There were two diverging sets of opinionsthe media regarding the impact of the abolition of

milk guotas. Media reports suggest that many small dairy farmers fear that only larger
businesses will benefit from the end of the quota system, given predicted further drops in the
farm-gate liquid mik due to oversupply in the market. For some the free market reality is difficult

to accept and some call for more regulation. For example, a BBC News arti€lamil 2015,
reported comments from Somerset dairy farmer, James Hole, who argued thhth&klare
32Ay3 G2 SyR dzZLlJ R2Ay3 A& ONBIGS KdAS YAt L
probably have to be another form of capping. | can't see how they can just make it-foffree

all." In the same article, NFU Dairy Board chairman, Robsdajrargued that the abolition of

YAT ]l ljd2dlr aO2dzZ R LlJzaK FFNX3IFGS YracbveryihiNdh OS a
RI A NE YBBONe#s#pril 2015, Claire Marshall)

| 26 SOSNE | 9dzNRLISIY [/ 2YYAaa kg yarmsd afiidSstuggled I G A ¢
GAOUK LINAROS @2fl GAfAGE YR aljdz2zila KIFI@S yz2i
15t April 2015, Claire Marshall) In similar vein, Judith Bryans, Chief Executive of Dairy UK, an
association that represents milk companies in Britain, argued that quotas have been a barrier to
0KS O02YLISiA@SySaa 27F GKS | YughRdudtasay hdveheenNId !
considered as an appropriate response at the time of their introduction, they also held back the
development of a truly efficient and competitive European dairy industry over the last thirty

@S N&E ®é  SoApil RINE BatcHer Tom). In the same article, the European Dairy
Association, which represents the interests of milk processors in the EU, reported in favour of
SYyRAY3I G(KS ljdpil #a8aGsévys adZa3satiy3a dkbd Ad
(Express, L April 2015, Batchelor Tom). In fact, as an article in Farmers Forum argued, farmers
with low production costs who are prepared for the competition have been welcoming this new
phase of deregulation (Farmers Forum®"May 2015, Melanie Epp).

Whetherfor2 NJ F 3 Ay aid YIFNJ S

SNB3IdzA FGA2Y YR |jdz2
wSLldzot A0 G(KS bSUKSNILY |

R
Ra I YR DSNNIApi®20162 Ay O
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Batchelor Tom) and agree too that such increases will have an impact &iKtineilk price and

08 SEGSyaAazy RIEANE FIENNYSNBQ AyO2YSao ! 002 NRA
quotas have ended, UK dairy farms will gradually specialise as eitheinpighor extensive

grazing systems. Furthermore, it is expected the® F FA OA Sy (0 FI N¥SNE¢ 62 dz
LINPRAzOGA2Y 6AGK GKSANI YAET] 0d2SNBRQ ySSRa | yR
(BBC News,™! LINAf wAampX [/ KFENIAS ¢l GSNYSNOd ¢KAA
deregulation of milk markets N/ give rise to further differentiation between those producers

who are market sensitive, large scale and aligned with producing for the liquid milk commodity

market and those differentiate andfaspecialize to survive.
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3.1 Brexit: introduction

On 23¢ June 2016 the Britishublicvotedin a referendum to decide whetheo remain or leave
the European Union. The results were narrowly but clearly in favowravirig the EU (52% /
48%). In the context of this studyhe majority of UK farmers and fishers voted to leahe EU,
especiallyolder voters from both sectorsThe UK govement confirmed that thedecision will
lead to the exit of Britain fronthe EU (Brexit), of which it has beem@mber sincgoining in
1973. Brexit will likelyprovoke major changes on aéctors of the UK economy and odK
OA G A1 Sy addculture Arifl oddeafe fkaly the particularly affected by the changes that
Brexit will introducgLang 2016)

Currently, it is difficult to foresee the extent of the impact that Brexit will have on the UK agri
food sector,in that at the time of writing this report the negotiations are still at a very early
stage and the UK witifficially remain an EU Member State untif"29larch 2019 Article 50 of

the Lisbon Treaty (the official procedure for leaving thew$)triggered by the UK Government
on 29" March 2017 inititing a twoyear transitionaperiod of intense negotiationsnd decision
making about the detailand terms on which the UK leavte EU block. Over 12 thousand EU
laws, regulations and statutory instruments will need to be replaced or renegotigtadg
2016)

The outcome of the negotiationsill significantlyshapethe future UK agffood sector Although
details ofBrexit arecontinually emergingit is foreseen tht the followingfive areas ardikely
be affected(AgraFacts 2016b)

policies and income subsidies;
markets andrade;

access to migrant labour;

farm regulations and practiceand
fisherie€Yegulations and practices.

= =4 -4 A -2

Each area idiscussed in more detail beloio understand the potential impact that Brexit can

have in terms ofagricultural policies andncome subsidiesit is important to lookfirst at what

the UK is renouncingigriculture is the seor that receives the mogtU public supporiThe CAP

is a major componendf the EU budget, ranging from 70%tbe total budget in the 1980%

40% in the 20108Helm 2016)The CAP has been desdrio achieve both economic and social
objectives, safeguarding the interests of producers and consumers (Article 39 TFEU). Its specific
objectives are:

1 To increase agricultural productivity, promote technical progress and ensure the
optimum use of produiion factors, in particular labour;

To ensure a fair standard of living for farmers;

To stabilise markets;

To ensure the availability of supplies)d

To ensurgeasonable prices for consumers.

=A =4 =4 =
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According to these objectives, the current support providgdhe CAP is structured as follows
(Wattset al. 2016}

T tAffEFNI M® 5ANBOG LI e&YSyida RSO2dzLd SR FNRY
against volatile markets and unpredictable weather conditi@igsect payments are
linked to safety, environmental and animal welfare standards;

1 Pillar 2. Cdinancing of projects on farm investment and modernisation, young
farmers, agrenvironment measures, organic conversion, dgurism, village renewal,
broadband in rural areasind

1 Market support measures against failure of normal markets.

CAP support to UK farmers is significant. In 2015, the Single Farm Payment (SFP) formed 55% of
FENY AyO2YS o6C. {0d 2 AdGK . NiBnbparyear ofifaknSsulsitties.s A f f
Removing these subsidies would seriously undermine the competitiveness of British agriculture,
especially because the countries remaining in the EU will continue to be highly subsidised by the
CARHelm 2016)Moreover, because decoupled payments are unrelated to production but are
linked to land &ea, they are apitalised in terms ofand prices. Therefore, removing Pillar |
payments can reduce land prices and rents to tenant farmers, potentially affecting the wealth
oflandowners andF I NIY 4 Q | O QHein2016; HVattOt IR ®LE) (i

However, in the short ternrmo major changes are expected to subsidies. The curmmid of
CAPundingis in place until 280, and on August 13th 2016 the UK Treasury pledged to honour
the level of direct subsidies, agmvironment payments, research and rural development grants
until 2020, covering any funding gap after the UK leaves thABtaFacts 2016bJhe issuef
subsidywill therefore aise more concretelyafter 2020, as thdJK Government has so far not
made clear their plans for subsidy support beyond this poBy 2020 the British Government
will likelyhave put in place aeaw policy in place of th€ AP. Supporters of thedve campaign
arguel that once the UKeaves the EU will be freed of the constraints of the CAP and with the
NBLIFGNRFGAZ2Y 2F (GKS ' YQa O2y(iUNROdzOAZ2Y di2 (KS
paperin terms ofdesigning new food, farm andheironmental poicies best suited tdritish
circumstancegHelm 2016)

Given thecurrent inefficiencies of the CAP (and of the CFP), there are concrete opportunities for
the UK to improve its agricultural, fisheries and environmental policies. However, it is unlikely
that policymakers will have the opportunity of designing a new pdlioyn scrath, because

they will work under constraints, includidaydget limits and political pressure from former EU
partners, the dewlved administrations (i.eScotland, Wales and Northern Ireland) and
stakeholder groupgSwinbank 2016Moreover, timing is not favourable. The next reform of the
CAP is due in 2020, as well as the negotiation of the next Multiannual FinanciaWwk€nkme
(Watts et al. 2016) New British agcultural and food policies witherefore coincide with a
period of significant change in termsBU policy, makinig even more difficult fopolicymakers

to make deals and to predict the potential outcomes of their new policies.

In terms oftrade, large impacts on prices, costs, duxtion and consumption are expected from

changes intrade-relatedpolicy(Buckwell 2016)The consequences of the Brexit vote will largely
depend onthe outcome offuture trade agreementBrexit has already had an immediate trade
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impactdue to the change in exchange rates with the rest of the world.clineent drop in value
of the sterling means thahe UK, which imports 30% of its food, is paying more for the same
amount of food importedLang 2016)The UK government haspeatedlystressedthat it will
seek to maintain full access KS 9! Qa & A yisshkdSinsistihg\ah Bnititg the tizé
movement of EU citizens. Froam EU point of view, access the single market goes hand in
handwith the free movement of people. Thefore, trace restrictions are likely to be imposed
on the UK if it does not agree to tlieee movement of peopléAgraFacts 2016b)f the UK
succeeds in negotiating a free trade agreement with thevitich avoidghe reintroduction d
tariffs on agrifood trade, trade costs arstill likely to rise Additional trade costs are likely due
to: greater administrative paperwork; requirements to prawe UK origin of products with duty
exemption; sanitary and phytosanitary inspections; age¢ delays at crosshannel ports;
different labelling, packaging, food additive and food composition standdidshews 2016)

Increases in trade costs can lower producer prices but increasimer prices, creating a price
wedge and social inequaliti€Buckwell 2016)Abreau (2013)estimated that the ttal amount

of costs in preferential trade agreements can be equivalent to a 5% ad valorem tariff on trade
flows in both directiongMatthews 2016) In other word, it is unlikely that any future UEU
trade agreement will be agrofitable as being a member of the ERs well aghe EU the UK

will also have to startrade talks with ¢her countries around the worldAs well as tariff levels,
British farmerswill needto be protected from lower animal welfare and transparency rules in
the rest of the worldHelm 2016)In this respect, it is assumed that the UK will seek to join the
World Trade Organisation (WT@nd keepits international obligations. This means that any
support from a future British agricultural policy must ensure complianitde WTO rules, adding

a further constraint to the decisions of UK policy makevaittset al. 2016)

A third major issue brought up bgrexit concerndree movement of migrant labar from the

EU and access t&iled labou. A number of ectorsof UKagriculture and food processimgly

heavily on foreigrborn labour. Horticulturés probably the most relianbut other sectors will

also be impacted (e.g. dairy). In 2013, 15% of the UK I&our force was seonal and 38% of

labour in theUK food manufacturing sector was foreigarn (Lang 2016)Preventing thdree
movementoflabouh & f A1 St & G2 (KSNBT2NFooKdys?e®. YI 22 NJ A

In terms offarm regulations and practices exit campaigners argued thahceoutside the EU
the UK could relax its farming rules, increase access to new technolsgaésas genetically
modified crops, and avoidhe ban on key agrochemicaldike glyphosate, azoles and
neonicotinoids(AgraFacts 2016b; Matthews 2016)owever, the level of access to the single
market will determine how much the UK ivihave to continue to meet Elfarming and
environmental rulefAgraFacts 2016bJor example, the type and quantity of agrochertsca
allowed on apples and pears by the EU can affect pesticide usgatecof British producer;
the UK decides to authise the cultivation of GMrops farmers need to adopt segregation and
coexistence rules for those GM varieties ttlaae not authorsed in the EUThe availability of
innovative technologieso the UK agrfood system may alsbe limited by a reduction in
research funds. The UK has been a signifidaaeficiary of Europan research funds,
particulaty agrifood research programmesuch as Horizon 2020h& UK is the secortdghest
recipient of EU research funds after Germany. The EU researcimfsys$tem is the richest in
0KS 62NI R gAUGK | (2 the durredt¥ yeargesearch brograinthefny2 ¥ ¥ d.
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reduction in K S ! Y Q& HUQ@SH@haddican potentially affeatiomestic agefood
researchand the sector more generally

The discussionro farhas related to the agifiood sectorgeneraly. Some specific comments are
now provided in relation to théwo sectas analysed in the UKnshorefisheries(section 3.2)
and dairy farming (section 3,;3ee also section 4.7 and section.5.6

3.2 Brexit: fisheries, including inshore fisheries

Fisheriesre quite distinctivavhen comparedvith the rest of the agrfood sectorand in the EU
aregoverned bythe Common Fisheries Policy (CFP), rather than the &ARith so many of the
issues surrounding Brexit there is a great deal of uncertainty in relation to fisheries, but the
following issues are some of the main onlkat need to be borne in mind. They are taken from
two key publications. The first is a House of Commons Library Briefing paper eBtideitt

What next for UK fisheriegPlouse of Commons Library 20;l#)e second is a publication by
the House of Lords European Union Committee entiBeelxit: fisheriegHouse of Lords 2016)

In addition to these insights into how Brexit might affect fisheries, generally, section 4.7 of this
report provides the perspective of those il fishers in Cornwall who were engaged as part
of the Sufisa research project. This includes the development of a number of different scenarios
dependent on the Brexit approach taken.

By and large, most fishers voted for Brexit, seeing it as an oppitytto take back control of UK
waters. The following quotations are taken from a BBC radio four programme which was looking
into fishing futures, and typify many of the commentade by fishers

'A one in a 150 year opportunity'; 'A very mixed fishery' that makes a one size fit all

I LILINR F OK | fYyY2ad AYLRaaraofSQT U¢eKS /Ct KI a
gl @UdT WL ¢glyd dza (G2 O2y GNRBf 2 dzNJthesgayhe &S| a3
GAYS 6S INB Ftaz2 tS3arftfte o02dzyR (2 KI @S NB
Aa y2aG F OF&AS 2F Y2NB FAaK 0SAy3a Ol dAKGXZ ¢
around the UK is one of the most difficult places in theld/to manage fisheries, in that
0§KSNBE | NB a2 Y| Bréxit pravidesdin Sppdrtyindyd bettsrirn@rifige our

waters and marine environme@'How hard will the government really fight?'; 'We can't

afford to miss this opportunity(BBC Radio 4 2017)

53



Figure 1. WCAA&KAy3 F2NJ f SIS Q
e ' .

FIFISHING

EXLEAVE

: | IFISHING
% &LEAVE

‘ " - = »ry
The UK Exclusive § The Results of the EU Common Fisheries Policy

Economic Zone
£1.6billion

— www.ffl.org.uk www.ffl.org.u

SourceThesemages have been taken frorttp:/ffl.org.uk/material/ Accessed 17.01.2017

¢KS 1 2dzaS 2F [ 2NR NB LEWTshing yidustryNiSpeseiits &vkergamallz v &
LI NI 2 F (O KtStispfyresiimancedtomahy ecoa i f O2YYdzyAGASa |
¢CKA&d KIFI& YIRS 42YS Ay GKS AYyRdza(GNE y SN2 dza
negotiations, an accusation that was also made at the time the UK originally joined thei&€U. Th
point is stronglymadeA y (G KS | 2 dzda S NatwithdtaBdmiRhe coNpataivalfismall &
contribution of fisheries to the UK economy, theices of the industry, the coastal communities

that support, and thrive on, thndustry, and its supplghains must be heard in the wider Brexit
negotiationg. (House of Lords 2016, p. 4)

The CFP covers four main policy areas, each of which is likely to be affected by the Brexit
negotiations. These four areas are: fisheries management; funding; market organisation; and
environmental regulation. Each of thesenow discussed in turn.

3.2.1 Fisheries management

owithdrawing from the European Union will mean withdrawing from the @&t fish know
nothing of political borders and most commercial fish stockssasred between UK waters and
those of other EU or Eur@an coastal statesSpecies of fish may spend different stages of their
fAFTS OeOf Sa Extlusva BcdnSmidZghés (BEEZS), Andl tfigir pawning grounds may
be in adifferent region from that in which they are caught when matéigiouse of Lords 2016,

p.3)

Fisheries management is highly compleithin the European environment. The Brexit
negotiations will need to cover a range of different issues, as follows.
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3.2.1.1 Control over a greater area of sea

Countries such as Norway and Iceland are responsible for fishing in their EEZ, up to 200 nautical
miles from the coast. This is the norm under international law. This contrasts with the EU, where
Member States share access to fishing grounds betwee20D2hautical miles from their coasts.

In addition, the London Convention 1964 established rights fov#esels of certain countries

to fish in the 612 nautical mile region, if they had 'habitually finished' in the same region
between 1953 and 1962. Similarly, article 17 of the CFP framework regulation, EC No. 2371/2002
granted secalled 'grandfather rights allowing access for certain member states to fish for
certain species of fish in UK waters; in turn, the UK was granted access to the inshore waters of
a number of other Member States. In 1983, the principle of Relative Stability was established,
wherely it was agreed that fisheries and quotas in the EU EEZ would be shared on the basis of
who was already fishing in those areas. The intention was to prevent any dramatic consequences
for particular fisheries when the EU EEZ was introduced at that timretrlyspect, it has been
argued that this disadvantaged the UK fishing sector, but a reluctance by Member States since
them to renegotiate Relative Stability would suggest that negotiations in this area will be
difficult.

In the event that the UK declares an EEZ independent from EU waters, the UK would be able to
control access that all foreign vessels have to fish in UK waters. Should this happen, as an
independent coastal state the Wkould then be requiredunder the UN Gnvention on the Law

of the Seato manage the living resourcesd fishing activities within itEEZn a sustainable

way; furthermore they will be required to cooperate with adjacent coastal states to manage
those stocks which are being shared with néighrs, as well as any 'straddling stocks' in order

to minimise the risk of overfishingkHouse of Lords 2016, p. 55)

3.2.1.2 Renegotiating the UK's share of fish quotas

Those campaigning for Brexit argued that the UK government would be able to represent itself
in quota negotiations and achieve higher quofas UK fishermen. However, others question
the loss of the collective bargaining power of the EU in relation to countries such as Norway,
Iceland and Russia.

Some argue that the ability to walk away from negotiations if the UK is not happy with its share
of the quota is a strong bargaining position. Others argue that if the UK walks away from
negotiations and unilaterally sets higher quotas for its fishers, the EU could respond harshly.
Ultimately there appears to be significant uncertainty as to the imafibnis of Brexit in relation

to how much bargaining power the UK will have in fish quota negotiations.

In reality, the UK will need to eaperate with theEUafter Brexit on quota settings, in that most

of the commercial species are migratory and thereferess EEZ boundaries. Indeed, such
cooperation is enshrined in international law. The UN Agreement on Straddling Fish Stocks and
Highly Migratory Fish Stocks and the UN Convention on the Law of the Sea in 1996, both of which
the UK has ratified, requireooperation on both the conservation and management of fish
stocks that straddle national jurisdictions.

The extent to which Brexit will lead to higher quotas for UK fishers of stocks that are shared with
other countries will be a matter of negotiation. ptesent, the allocation of quotas to Member
States is via the notion of Total Allowable Catches, which are ultimately political decisions, albeit
informed by scientific advice. In this regard, the House of L@®@E5, p. 56)eport cautions that
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the UK government should resist the temptation to raiseotgis above scientific
recommendations, even if it has more autonomy to do so {Rrexit.

3.2.1.3 A new UK fisheries policy and management system

One of the potential benefits of Brexit, and something that is strongly endorsed in the case study
specific data disussed under section 4.7, is the UK's ability to take more locally appropriate
fisheries management decisions, rather than relying on adoywn, 'one size fits all' approach

that has been decided in Brussels.

However, the House of Lord8016, p. 56NB LJ2 NIi dzNH Sa  OA rdzii fisBeyieE A Y
management regime within the UK will only be effectif/there is a degree of alignment to, and
co-operation with, neighbouringstates. Such regional aperation will necessitate co
ordinated objectivesand similar management practices, without which thestsinability of
sharedstocks may be undermined. The UK should not discard the positive elenfeihes CFP

that successive Governments have worked hard to achieve, asishstainability and regional
co-operatiore. In other words, in practice it is liketiiat the UK will develop a system that in

large part reproduces what already happens under the CFP.

3.2.2 Funding

¢CKS 'Y gl a ft20FGSR € Hnodm-2020.{Thededuyids Arg'thefi A & K S
matched by the UK government and can be used to befjport sustainable fishing and coastal
communities. These funds have been very important in a Cornish coirtgpiemented by the

Fisheries Local Action Group (FLAGere is concern that these funds will not continue after

Brexit. The EU also providestensive scientific funding in relation to fisheries (and other areas

of agrifood research), of which the UK is a major net beneficiary. Again there are questions as

to whether this will continue posBrexit.

3.2.3 Market organisation

As noted above, marketcaess may well be negotiated in tandem with access to fisheries and
guota allocation. In the absence of any kind of agreement, the UK may no longer haviedariff
access to the EU market. Tariffs are already applied on fish imports frorRdaountriesuch

as Norway. This may also apply to the UK, or thendi becomealependent upon WTO tariff
rules.

¢CKS 9dzNRLISIY tIFINIAFYSyiQa FTAaAKSNASa O2YYAdGGS
fishing grounds should be linked to British access to Elketsuiin the forthcoming Brexit
negotiations, saying that they are inseparable. While the EU Parliaménhot actually be

involved in the Brexit talks, the Parliament must eventually pass the agreed deal by a simple
majority vote. Boats from other EU calmies on average caught 58% of the fish and shellfish
landed from UK waters between 202214, worth more than £400 million a year. By contrast,

UK Fishing boats fishing elsewhere in the EU waters caught fish worth about £100 million
(Johnson 2017)It is important to acknowledge these tensions in that 80% of wild caught
seafood is exported, with four of the top five destinations being in the EU. Indeed, the House of
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Lords(2016, p. 56)NB LJ2 NIi | NiBadieSia fishi #ad seafoodiis essential ke twider
seafood industry, whiclelies heavily on importing raw goods at reduced or zero tariffs for
domesticconsumption, and on exporting domestic catches and production.déstyptions to
the current trading patterns could have profound effectslmth the catching and processing
sectors.

3.2.4 Interaction with EU environmental laws

Protection of the marine environment in the UK is already significantly dependent upon EU
legislation, such as the Birds and Habitats Directives, which have made an iniportan
contribution to the creation of a network of marine protected areas around the30B of the

UK's MPA network was set up under EU laws. European Marine Sites currently cover 12% of UK
seas. The UK government has designated 50 Marine Conservation E&@gs)(since 2013

under the Marine and Coastal Access Act. The laws governing MCZs are weaker than those for
EMS, in terms of protection from damaging activities such as developers, fishers or heavy
industries. Protection of the conservation features witkillS has so far been upheld by the EU
Court of Justice. After the UK leaves the EU, this will no longer be the case. The designation of a
third and final tranche of domestic MCZs within UK waters (up to a further 50 sites) has been
put on hold until the inplications of Brexit are fully thought througMPA News 2017)

3.2.5 In conclusion

GThe vote to leave the European Union, and with it the Common Fishesley, has raised
expectations for the future of fisheries policy that mag hard to deliver. In withdrawing from
the EU, the UK will be able ttevelop a domestic fisheries policy and control fishing activity
within its EEZ. However, the majority of commigd fish stocks in UK waters asbared with
other states, rendering continued amperation with the EUand other neighbouring states
crucial to the sustainability of those stock@House of Lords 2016, p. 58)

Fishing for Leave (FFL) is a pressure group that was set up in 2016 with the express aim of
ensuring that the UK voted for Brexit, fervently believing that it was in the best interests of the
UK fishing industry to do so. Their response to the report of House of Laquidted aboveijs

typified by the following:

"If the EU were allowed unlimitegccess to our farmland, could take 58% of the animals,

of which half were discarded dead at the side of the road and then sell them back to us,
there would be national rage of biblical proportions but that is what is happening at sea".
FFL are adamant th#he UK should be allowed to take back exclusive access to its EEZ;
furthermore that market access should not override reclaiming fisheries resources within
the EEZ. FFL were furious that the House of Lords joined together trade and access, which
FFL clan are two entirely separate things. FFL argue that British fishing was seen as
‘expendable’ during the UK's accession to the EEC, but that it should be given a higher
consideration during thecurrent/forthcoming Brexit negotia® y dFishing for Leav

2016)
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3.3 Brexit: dairy farming

Regading the potential impact®f Brexiton the UK dairy sectqrit is important to note that
about 7% of UK dairy farm income comes from EU subgi@stamy 2@6), although this can

vary and be much higher at times of poor milk priéay reduction in subsidies can reduce the
profitability of dairy farms and, as a conseque, can potentially affect UK milk production
levels. ThaJK is 77% sedfufficient regrding milk, but over 85% of cheddar imports are from
other EU countries, especially from Ireland. Any reduction of free access intdKhdairy
market mayallow UK producers to increase their domestic market stiBedlamy 2016)The

lower value of the sterlingnay alscstimulate exports, bt the impact can be negative in terms

of imports and the cost of acquisitions of UK companies by foreign investors can be lower
(Bellamy 2016)Currently, UK companies already meet EU standards, but the UK dairy industry
benefits flom the free movement of foreig#orn workers, and access to a skilled workforce is
crucial(Dairy UK 2016)

In conclusion, thémpact of Brexit on the UK agnod sector will depend on future agreements
between the UK and the EU and between the UK and otbentcies across the worldt will
depend also on the details of a future British agricultural policy, especially in terfasnof
income support. Details on these elementgl not be finalisel or availablefor 2-5 yearsand
possibly even longeiThe UK agifiood sector is currentlyn aperiod of transition Farmersand
fishers are operating imincertain policy and market environmentaith doubts around the
security of their future income.
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4.1 Case study introduction and caext

The purpose of this case study is to investigate the nature of policy requirements, market
imperfections and their implications for the resiliencetlo¢ inshore fishingsectorin Cornwall,
England. It is based on the conceptual framework developédffnl, and aims to go beyond

the relatively fragmented insights consolidated in WP 1 to produce a more comprehensive and
holistic view of the conditions faced by inshore fishers and the strategies they employ to ensure
their sustainability, resilience anzbntinuation. It is one of two case studies being conducted
within the UK, with the second case study examining milk producers in the county of Somerset.
This second case study has its own section within the UK National report, but it will become clear
that many of the issues faced by inshore fishers are also faced by milk producers. This is
significant and a key benefit of conducting simultaneous investigations into these two different
primary production sectors. The similarities will be highlighted wiagngropriate, as well as the
distinctive nature of the responses, thereby having the potential to provide a valuable learning
experience.

4.1.1 Fishing in the UK

In 2014, Greece had the highest number of fishing vessels in the EU (15,704), while the UK fleet
wasseventh with 6383 vessels, down 26% since 1996these 6383 vessels, 5026 were under
10 m and 1357 were over 10 mhere were an estimated 11,845 fishermen in 2014, down 12
per cent since 2004. Of these, 5,367 were based in England, 850 in Walesn&¢6é8and and

832 in Northern Ireland. Patime fishermen accounted for 18 per cent of the total, the same
proportion as a decade agtn total, in 2014, UK vessels landed 756,000 tonnes of sea fish
(including shellfish), 60% of which was landed inlteand 40% abroad, with a total value of
£861 million. In 2014, the UK imported 721,000 tonnes of fish, while exporting 499,000 tonnes,
leaving a trade gap of 222,000 tonn&sports werehighest for cod, tuna, shrimpprawns and
salmon while themain exports were salmon, mackerel and herritmports into the UK were
highest from Chinalceland, Denmark, Germarand Norway; while in terms of exporthe
largest amounts went to Francehe Netherlands Nigeria and the USAIn 2014, fishing
accounted for.1 per cent of gross value added ftbe agriculture, hunting, forestry and fishing
sector @t £426 million, down from 4.5 per cent in 2013, but up from 3.9 per cent in 2004.
Consumer expenditure on fish rose in 2013 to £4.3 billion compared with 84dh kin 2012;

while household expenditure on fish as a proportion of overall expenditure on food increased
to 5.3 per cen{MMO 2015)

87% of all landings by the UK fleet in 2014 were by vessels which were members of a producer
organisation. Over one third of UK vesselsrdd@m in length were not members of a producer

11n large part, the reduction in vessel numbers is the result of a series of decommissioning exercises in
2001-2002, 2003, 2007 and 20809, designed to reduce the capacity of UK fisheries and help ensure a
sustainable futurédMMO 2015)
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organisation in 2014, meaning they had limited access to fishing quota and primarily targeted
shellfish species which are not subject to quotas. Vessels under 10 m without producer
organisation membership angart of what is known as the '10 metre and under pool'. They are
responsible for relatively small quantities of demersal and pelagic species landings, with around
80% of their catch being shellfish, which typically gain higher than average (k&3 2015)

Figure2 shows he distribution of the UK fishing fleet by administration port; Fighisbows the
capacity otthe fishingfleet by administration portFigure4 shows thelandings into the top 20
UK ports by UK vessels by species tygmal Figures the distribution of the UK fishing fleet by
administration port In 2014 Newlyn had the largest number (614) of vessels in its
administration 87 per cent ofvhichwere of 10 metres and under in lengthhis high percentage
of smaller boats is reflected in the relatively smatieoss tonnage of the boats involved, as well
as the relatively larger number of fishermen involved.

Figure 2.  Number of vessels by Figure 3.  Capacity gross tonnaggof
administration port, 2014 fleet by administration port,2014

"mm{m) , Shetiand (23,525)
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SourceMMO (2015, p.34 & 17

Ly GSN¥ya 27 f yRMyREigham waRkthedbri wittStNe ladigest quantity of
landings in England (12 thousatwhnes), followed very closely by Newlyn and Plymouth with
11 thousand onneseach The value ofandings in Newlyn (£22 million) and Brixham (£21
million) were much higher than in Plymouth (Eddllion). This is largely due to the different
species landed in each port; Newlyn and Brixitaogeive much greater proportions of nheersal
fish and shellfish, which typically sell at higher pripes tonne than pelagic species, which
constitute the majority of landings in PlymoéttMMO 2015, p. 60)
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Figure 4. Landings into the top 20 UK Figure 5. Number offishersby

ports by UK vessels by species typ€,16 administration port, 2014
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*Shows the top 20 major ports based on the quantity of fish landed by UK vessels at each portin 2014, N N
@ Copyright Collins Bartholomew 2015 @ Copyright Collins Bartholomew 2015

SourceMMMO (2016, p.10 & p.44.)

The focus of this case study is inshore fishing which involves boats that are le4€ tmalong.
Inshore boats in the UK are classified as foll®esafish 2015)

w Under 10 m demersal trawl/seinthe number of these vessdims fallen byabout
18% since 2005, reaching 195 unit2014.More than60% of their landing value
consists ohephorps(53% ototal catches) and solE 3% of total catches), but they
also cath scallops, squid, shrimjpass and whitingOverthe last ten yearsthe
average annual operating profit per vesséthis kindwas£12,800.Overthe same
period, the average annual operiay profit per vessel increased hpout 80%.

w Under 10 m drift fixed nethe number of these vessdiasincreasedy about 720%
since 2005, reachin@45 unitsin 2014. The majority of their landing value is
represented by sole (25% of total catches) @ads (19% of total catches), but they
also catch pollack, anglerfish and brown cr@werthe last ten years the average
annual operating profit per vessel was abdili2,300. Overthe same periodthe
average annual operating profit per vessel increasgdbout 43%.

w Under 10 m pots and trapshe number of these vesselmasincreasedby about
126% since 2005, reachirig020 unitsin 2014. These vessels are specialized in
catching shellfish. The majority of their landing value is represented by lobstéts (34
of total catches), brown crab (22% of total catches) and nephorps (16% of total
catches), but they also catch whelks and velvet c@werthe last ten years the
average annual operating profit per vessel was ahbplit,600. Over the same
period, the average annual operating profit per vessel incredseabout 69%.
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w Under 10 m using hookthe number of these vessdigsincreasedoy about 326%
since 2005, reachin@50 unitsin 2014. The majority of their landing value is
represented by razor clarf81% of total catches), bass (22% of total catches) and
scallops (17% of total catches), but they also catch whelks and velveQsratihe
last ten years the average annual operating profit per vessel was &8¢800.Over
the same period the averagmnual operating profit per vessel decreasgdabout
7%, suggesting that this method of inshore fishing is thstiguccessful

¢KS NBYIFIAYAYy3d AyakKz2NB ©@SaaSta NB Ofl aaA¥FTASF
they have average landing$ less than £10,000 per year, whioteans theyoften opeate at
negative profit margin (Figure 6).

Figure 6. Percentage of vesselOm &undert& W$¥10mcEectors by country2014
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Although some issues are common to all fishers within the UK, the inshore fleet faces particular
issues, not least in terms of its continued existence and contribution to the -sgoisomic
contexts/communities within which it opates. Specifically, the focus within this case study is
on inshore fishing within the county of Cornwall, in that Cornwall represents one of the key areas
where inshore fishing remains a key part of the rural community both economically and
culturally. Itis also facing a range of issues that are typically faced by primary producers across
Europe, including climate change, globalisation and responding to appodtictivist society'

in which there are a wide range of user groups with an interest in coastaks. Symest al.

(2015, p. 247¥escribe these as 'wicked problems' thandaest be examined and understood

in terms of resilience theory.

4.1.2 An introduction to Cornwall

Cornwall forms the westernmost part of the soutrest peninsula of the UK (see Figi@je The
population of the county is just over 530,000 people, with the @ftf¥fruro as its administrative
centre. The county is noted for its long and varied coastline, extensive stretches of which are
protected as Areas of Outstanding Natural Beauty. The north coast is exposed to the storms of
the Atlantic Ocean and is typifidy a rugged coastline, although there are also extensive sandy
beaches that are important tourist destinations. By contrast, the south coast is more sheltered
and there are a number of protected estuaries that have grown up as ports, such as Falmouth,
which is the most important port in Cornwall and one of the largest natural harbours in the
world.
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Figure 7.Cornwall location map
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Sourcehttps://upload.wikimedia.org/wikipedia/commons/a/a3/Cornwall_outline_map_with_UK.png

Cornwall is one of the poorest parts dfet UK in terms of per capita GDP. It has relatively low
average earnings compared to the rest of the UK, as well as relatively high unemployment. A key
factor in Cornwall's relatively low economic performance is that 88% of its businesses are micro
busineses, very often one or two man bands, that have proved very difficult to develop further
(IF: Interviewee 4). At the same time, an influx of relatively wealthy retired people and second
home owners has driven up house prices, whereby many local peoplggtarto live near their

place of employment. The combination of these factors has led to a gradually increasing, but
ageing, population as younger people have tended to leave the county in search of employment
and further education, and older people havente to retire there.

Historically, both tin and china clay have been important to the local economy, as well as fishing
and farming. Today, tourism is the most important industry, with 4.5 million visitors to the
county every year. This represents aba2b% of the county's GDP, despite Cornwall's
geographical disadvantage of being relatively isolated from the main centres of population,
industry and commerce. In 2011, Cornwall's wealth was a little over 60% of the EU average per
capita. As such, the counts a European Convergence area, meaning that it has access to both
ERDF and ESF fuhds

Of particular interest to this case study are coastal communities that support the fishing
industry. Phillipson and Symé€2015, p. 349highlight that such communities show relatively
high levels of economic deprivation as well aactive people of working age. They go on to
quote the Cornwall FLAG strategy, in demonstrating tloaie"in three people in the counys
being touched in some way by the fishing industry, whether through ancifjangessing and
tourism activities othrough living in a coastal location that suppdiihing'; furthermore, that

the presence of a fishing industry is an important part of the tourism appeal of the Cornish
coastal townsAs such, the continuation of the fishing industry within Cornwathisortant to

the county's future prosperity.

2 Previously it had been an Objective 5b (19999) and Objective 1 (20#D06) area.
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Phillipson and Sym&g015, pp. 34B50)0RS A ONA 60 @NK B 6 f 66 Qa FAAKAY A | C
among some 50 or so ports, harbours asmall coves along its long indented coastline with
Newlyn hosting the largest concentratibny R NJ y{ SR | & { KStbyvel@me SA 3K
of landings in 2010With a fleet of 619 registered fishing vessels, of which almost 90 per cent
areunder10 min length, and 898 activefiermen of whom a quarter wogpkart-time, thesector

is diverse and versatile. Fishing activity rangesnf beam trawling, scallogredging, drift

netting and long lining, to hand lining, crab and lobster potting. Theestwo official markets

at Newlyn and Looe, though landings at many of the smabebours are usually handled by
travelling merchants foonward sale or sold direct tolocal outlets. A high proportion of the

Cornish catch is exported to mainland Eurdpeinly France and Spajmith little value added

locally. Some development dbmestic markets has taken place, including several addeav

initiatives (e.g., hantine caught mackerel, bass and pollack) as well as the supply of high quality
fresh fishto high-end restaurants in Cornwall and beyand

There are three main auction markets for Cornish landed fish: Newlyn and Looe (both of which
are within the county of Cornwall), and Plymouth which is just across the border in Devon. As
Table 2shows, both Newlyn and Plymouth are of significant importamitkin a UK context.

Table 2.Landing by UK vessels 2014

Quantity ('000 tonnes) Value (£ million)
Demersal Pelagic Shellfish Total Demersal Pelagic Shellfish Total
England
Brixham 43 24 50 118 11.1 0.8 90 21.0
Newlyn 6.8 23 22 113 17.2 0.8 40 221
Plymouth 22 6.3 27 111 59 28 50 13.7

SourceMMO (2015, p.6)

Crucially, the Cornish fishing industry is integral to the county's cultural and social fabric. It is
estimated that the Cornish fishing industry employs approximately 3300 people, based on 900
active fishermen, plus an estimated 2.75 jobs on shore foryefisherman (when tourist jobs
created as the direct result of fishing are also considered, it is suggested that the multiplier is
410a2NNR&dasSe | yR) waleigisdfisut tz§et hold mfmccurate figures, it is
estimated that the total alue of the seafood sector in Cornwall is in excess of £100 million.
Perhaps more importantly, it aldoIN2 @A RS & @A Gt adzlJ2 NI G2 / 2Ny
(Duchy Fish Quota Co 2016)
dGho@Aaz2dzate A0 ONBF (GSa& SYLXc2oe Goiall Dasic@alzi A
Cornwall wouldn't be Cornwall if it didn't have fishing harbours and there wouldn't be
FAAKAY3 KFENDB2dzNE AT GKSNB glayQid | FTAAKAY
publication about three or four years ago andattly surprised me. They were obviously
canvassing opinions of visitors and the major reason people came to visit Cornwall was to
visit the fishing harbours, not the beaches, not surfing, it was to visit the great fishing
harbours. The top reason they vesi, you know, | would bare my boots, that it was they'd
O02YS F2NJ GKS 06SIFOKSaAaT y24 GKS OlFasS I LILJ NB
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Most of the UKregistered fishing vessels in Cornwall are registered either withSbeth

2 SAGSNY CA&K t NP RWEDSHIENE ComisiHMisH N&Z IRUZOSWE 6 { h NB |
(CFPOJThe principal landing port for SWFPO vessels is Brixham in Devon and for CFPO vessels
Newlyn in Cornwall. There are just over 200 vessels in the CFPO, of which 80 are 10m or under
in length (i.e. ishore vessels); the SWFPO has about 70 vessels, of which eight are 10m or under.
The inclusion of 80 inshore vessels in the membership of CFPO is unique withir(Eiellipison

and Symes 2015The boats within the CFPO range from a 5 m singieled cove boat, up to a

38 m beam trawler, and they use a diverse range of fishing techniques that intfaading,

beam trawling, crab/lobster potting, gifietting, long lining, drifnetting, scallop dredging, riRg

netting and hand lining. The CFPO aims to manage quota on behalf of its members (only those
boats in the over 10 m sector; quota in the undd) m sector is managed by the Marine
Management Organisation); to increase the unit value of its members' catches; and to represent
the views and opinions of their membgiGFPO 2016)

4.1.2.1 Inshore fishing in Cornwall

This case study is based orK iishd#e fishingsectorin Cornwall’; howeer, it is important to

clarify what is understood by 'inshore fishing'. In the first instance, it can be defined as boats
that are under 10 m in length and managed by the Marine Management Organisation (MMO).
But that is only part of the story. In genertthe inshore fleet will fish within six miles of the
shore, although some of the more powerful vessels may go out further than that. Indeed there
is legislation that limits the size of boats that can fish within six miles of the shore, although
some boatghat are larger than 10 m have historic rights to fish inside the six mile limit. Within
Cornwall and the CFPO membership larger beam trawlers are unable to fish inside the six mile
limit, but smaller beam trawlers are allowed if they are using four mie¢eyms. Scallop dredging
within the six mile limit is also heavily constrained (IF: Interviewee 1). No foreign vessels are
allowed to fish within the six mile limit, although some EU countries can fish betwd@m6

miles as a result of negotiations at ttieme the UK joined the EU in the early 19%Cghere is
something called the Rainbow Chart which itemises which Member States have act®ss to

I Y @ramile limit, which changes around the coast. In the North Sea it is predominantly German
and Dutch bots; whereas in Cornwall it is French and Belgian boats, which can be quite large
trawlers. There is no access for Spanish boats, in that they were not members of the EU at the
time the negotiations on access were held (IF: Interviewee 3). The following gies an
indication of the range of boats that are classified as under 10 m, and hence form the focus of
this case study.

"You get different sorts of under 10 m boat. You get the 'rule beaters' which are quite
powerful, they have plenty of gear, theyvea lot more options, and then you get your

older, smaller type that aren't a particular threat to any individual fishery. The beauty of
those is their versatility. Because they can't travel very far, one day they might be fishing

for herring, then they right do a bit of spider crab, then they will go and do something

else, and they can make use of what is there and available. In other words, flexibility has
always been key to their survival. Part of this is being able to respond to what fish are
availablet G Fyeé 2yS GAYSé 6LCY LYGSNBASSHSS Mo

3¢KS [2YyR2Y CAAKSNASE /2y@SyiliAizy wmdocn ¢l & OSy{dNIf
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