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Figure 4.10.9: Greek seafood imports (left) and exports (right) trends by most relevant trade partners: shares

in value
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Figure 4.10.11: Greek seafood imports (left) and exports (right) trends by type of products: shares in value

4.10.5 Trends and drivers for change

During 2012, the Greek fish processing sector has been negatively affected by the ongoing for the fifth
consecutive year financial crisis and by some infrastructural weaknesses of the sector. The Greek fish processing
companies missed another year for some good investment possibilities that may have been used for
modernization of their mechanical equipment for improving production quality and increasing productivity. The
financial crisis reflects to low available cash flow due to limited access, especially in the case of small
companies, to bank financing and loaning and due to low net profit or yearly economic losses. These two factors
prevent the much desired completion of trade agreements for fish and raw material purchases, successful
application of marketing strategies and implementation of new investments. The added to the above
continuous rise of the fish and raw material prices and energy costs lead also to increased cost of production.

The infrastructural problems of processing industry such as high dependence on loans decrease of payment
speed of short-term obligations and further increase of loaning cost lead to low capital productivity.

Since the duration of the financial crisis impact on Greece’s economic environment cannot be safely estimated,
the aforementioned problems will not be addressed unless there is a change in banks’ policy of loan granting
along with re-negotiation of current bank loans, improvement of both labor and capital productivity through
efficient marketing and elaboration of new management planning especially on small companies. Also, new
marketing research is required that will lead to new gourmet products in order to gain access in new markets.

Furthermore, the Greek fish processing enterprises could utilize income from subsidies by European Union to
implement new investments in order to develop new infrastructure in general but also new mechanical
equipment, in terms to producing high quality and high nutritional value processed fishery products and to
modernise the existed processing lines for producing high added value traditional fishery delicatessen.
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4.10.6 Data quality

Economic variables of processing industry are based on the information provided by Fisheries Research Institute
(FRI) of the Hellenic Agricultural Organisation-Demeter (ELGO-Demeter) that belongs to the Greek Ministry of
Rural Development and Food. FRI collected economic data basing mainly on the questionnaires, but also on
statistical forms that are provided by the Greek Ministry of Rural Development and Food and other
administrative sources, such as official balance sheets, chambers of commerce and the national statistical office.
The questionnaires are distributed by FRI to the owners of SME’s, so all economic active enterprises are
involved in the survey. The data for small SME’s (less than 10 employees), were gathered only through the
questionnaires and the statistical forms from the Ministry in charge. The data collection type was census for all
fish processing industry segments for the years 2011 and 2012. These data were provided to JRC according to
the Call for data concerning the EU fish processing industry 2008-2012. Data for trade are drowning from
COMEXT according to the classification scheme adopted by EUMOFA.
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4.11 IRELAND

4.11.1 General overview of the Irish fish processing industry sector

There were 164 fish processing enterprises in Ireland in 2012. The number of fish processing enterprises has
decreased by 5% since 2008. The total turnover of the Irish fish processing industry in 2012 was €656.5 million
which is an increase of 18% from 2011.

In 2012, there were approximately 2.68 thousand FTE’s employed in the fish processing industry which was
made up of 1.8 thousand Male FTE’s and 881 Female FTE’s. Male employees represent around 67% of the total
employees and the proportion of male/female employees has been relatively constant over time. Investment in
the seafood industry has led to an increase in the numbers employed through the provision of grant aid in
specific schemes and programmes.

The industry comprised of finfish, shellfish, smoked, pelagic and whitefish operators. Shellfish companies
accounted for the largest number of fish processing companies in Ireland. Many companies in Ireland
specialised in more than one species.

In 2012 there were 329 thousand tonnes of seafood landed by vessels into Irish Ports with a value of €334
million. The primary landing ports in 2012 were Killybegs, Castletownbere, Dingle, Dunmore East, Ros a Mhil,
Kilmore Quay, Howth, Greencastle, Union Hall, and Clogherhead. These ports accounted for 82% of the value of
fish landings in Ireland in 2012. The top fisheries species landed in 2012 were Atlantic Mackerel, Norway
Lobster, Blue Whiting, Monkfish, Horse Mackerel, Hake, Atlantic Herring, Megrim, Crab Edible and Tuna
Albacore.

Aquaculture production in 2012 was 36.4 thousand Tonnes with an overall value of €31 million. The primary
aquaculture species in Ireland were Bottom Mussels, Salmon (predominately organic), Rope Mussels and Gigas
Oysters. The most valuable of these species was Salmon & Trout which accounted for 64% of the value of
overall aquaculture production in Ireland. The majority of aquaculture is still carried out along the western
seaboard.

In 2012, Ireland imported 114.5 thousand Tonnes of Seafood with a value of €179 million, which was an
increase of 171% from 2008 when 42.3 thousand Tonnes of Seafood were imported.

For the same period exports amounted to 260.16 thousand Tonnes with a value of €511 million. This was an
increase of €125 million, or 32%, from 2011 driven by higher unit prices for Irish Seafood and a large increase in
the volumes of seafood exported. During 2012, exports to EU countries represented 70% of total Irish seafood
exports. Irish seafood exports to Russia, Egypt, South Korea and Asia continued to grow.
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Table 4.11.1: Irish fish processing industry sector overview, 2008-2012

~ ~
- -
- )
- =]
o =]
S S
< <
Variable

Structure (number)

_ Totalenterprises 172 169 169 168 164[Y 2%V 5%
<10 employees 93 98 96 97 87|+ -10% ¥ 6%
11-49 employees 58 60 60 57 58 | 2% = 0%
50-249 employees 21 11 13 14 19 |4 36% ¥ -10%
2250 employees 0 0 0 0 o= 0% = 0%

Employment (number)

Total employees 2,867 3,020 3,064 3,200 3,342 | 4% £ 17%
Male employees 2,007 2,102 2,143 2,226 2,245 | 1% £ 12%
Female employees 860 918 921 974 1,097 | 13% <= 28%

FTE 2,596 2,633 2,677 2,761 2,678|% 3% £ 3%
Male FTE 1,817 1,859 1,891 1,942 1,797+ 7% T -1%
Female FTE 779 774 786 819 881 | 8% <= 13%

Indicators
FTE per enterprise 15.1 15.6 15.8 16.4 163+ 1% £ 8%
Average wage (thousand €) 32.2 30.5 27.5 29.5 28.2(" A% T -12%
Labour productivity (thousand €) 104.1 93.9 38.1 34.3 41.4 | 21% = -60%
Unpaid work (%) 5.8 6.0 5.2 4.7 4.9 | 4% ¥ -16%

The employment and number of enterprises per category for 2008 were provided based on the best available
information. However, for 2009-2012 an employment survey was carried out and this information allowed for
the reclassification of enterprises into the most appropriate segments.

The number of enterprises with 50-249 employees has grown from 11 in 2009 to 19 in 2011. Investment in the
seafood industry to create employment and increase sales is assisting companies to grow. The average wage
decreased from 32.2 in 2008 to 28.2 in 2012, a drop of 12% due to the downturn in the national economy and
an increase in the number of seasonal staff employed.
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Figure 4.11.1: Irish employment trends, 2008-2012

The number of employees increased constantly from 2008 to 2012, reaching 3.34 thousand in 2012 whilst the
number of FTE’s increased from 2008 to 2011 and decreased slightly to 2.68 thousand in 2012. Male employees
represent around 67% of the total employees and the proportion of male/female employees has been relatively
constant over time.

4.11.2 Economic performance of the Irish fish processing industry sector
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Figure 4.11.2: Economic performance of the Irish fish processing industry sector, 2012

The amount of income generated by the Irish fish processing industry in 2012 was €667.6 million, consisting
almost exclusively by turnover. Data reveals that total income increased has increased by 15% since 2008 and
by 18% between 2011 and 2012. The domestic market experienced a decline in sales between 2008 and 2011
but it has recovered and sales have increased in 2012.

It should be noted that the data for 2008 & 2009 may not be indicative due to the difference in the sampling
methodology used for the 2008 & 2009 survey and the 2010-2012 survey. The enterprises sampled in the 2010-
2012 survey represent a sample of the main seafood processing companies in Ireland and the data provided
may be more indicative than those provided in the 2008/2009 data set which was taken from a benchmarking
study of the industry. The response rate of enterprises with <10 employees was low and this segment
represents the largest number of total enterprises in the total population. Therefore, the estimated data for this
segment and its associated figures may be under/over representative of the industry.

Other operational costs differ from 2008/2009 and 2010-2012 as the information was collected in a different
manner in 2010-2012. This information may not be indicative as the information provided by the enterprises
may include other costs than strictly operational costs.

The cost structure is dominated by raw material costs, representing 74% of total production costs and 69% of
total income in 2012. In the same year, other operational costs and labour costs gave a contribution of 13% and
11% respectively to the total production costs.

In terms of economic performance the Gross Value Added (GVA), Operating Cash Flow, Earnings before Interest

and Tax and Net Profit for the Irish processing sector, in 2012 were €110.8 million, €38.4million, €22.6 million
and €18.9 million respectively.
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Table 4.11.2: Economic performance of the Irish fish processing industry sector, 2008-2012

Variable 2008 2009 2010 2011 2012

Income (million €)

Turnover 571.5 537.9 544.8 558.7 656.5) 18% = 15%
Otherincome 4.0 13 0.9 2.8 7.8 181% £ 96%
Subsidies 5.9 4.7 3.8 3.5 33| 6% ¥ -44%
Total Income 581.4 543.9 549.5 564.9 667.6|<&  18% £ 15%
Expenditure (million €)

;”ar::::ffjf;srz;;ii‘::erraw 2825 2703 3552 3885  463.0|4  19% &  64%
Wages and salaries of staff 78.8 75.4 69.8 77.7 71.9|¥ T% 9%
Imputed value of unpaid labour 4.9 4.8 3.9 3.8 3.7|% A% T -24%
Energy costs 13.1 12.6 15.1 8.8 10.5) 19% ¥ -20%
Other operational costs 9.6 9.2 73.4 69.5 80.0 15% <= 736%
Total production costs 388.9 372.2 517.3 548.2 629.1 ) 15% <= 62%
Capital Costs (million €)

Depreciation of capital 15.4 17.8 20.2 14.3 1594 11% 3%
Financial costs, net 3.3 3.2 3.9 3.3 3.6[dn 10% <& 11%
Extraordinary costs, net 0.0 1.7 0.6 0.3 2.6|&s  725% = 0%
Capital Value (million €)

Total value of assets 270.5 258.8 233.0 177.2 199.6/<&  13% ¥ -26%
Net Investments 8.6 8.3 19.6 17.6 19.4)&  10% £ 125%
Debt 206.0 197.1 98.9 75.7 75.6|= 0% ¥ -63%
Performance Indicators(million €)

Gross Value Added 270.3 247.2 102.0 94.7 110.8|<  17% ¥ -59%
Operating Cash Flow 192.5 171.7 32.2 16.7 38.4|&  130% ¥  -80%
Earning before interest and tax 177.1 153.9 12.0 2.4 22.6|4&~  829% F -87%
Net Profit 173.8 150.8 8.1 0.9 18.9|£ 2232% F  -89%
Capital productivity (%) 99.9 95.5 43.8 53.5 55.5

Return on Investment (%) 65.5 59.5 5.1 1.4 11.3

Financial Position (%) 76.2 76.2 42.4 42.7 37.9

Future Expectation Indicator (%) -2.5 -3.7 -0.3 1.9 1.7
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Figure 4.11.3: Income, costs, wages and labour productivity trends of the Irish fish processing industry sector, 2008-2012
4.11.3 Overview of the Irish fish processing industry sector by size categories

The total number of seafood companies in Ireland in 2012 with less than 10 employees was 87 and this has
decreased from 93 in 2008 or by 6%. These enterprises represented 53% of the total number of seafood
companies in Ireland in 2012. The total number of FTE employees in these companies was approximately 333 in
2012. This has decreased slightly compared to previous years due to a decrease in the number of enterprises.

The total number of seafood companies in Ireland in 2012 with 11-49 employees was 58 which is the same as
2008. These enterprises represented 35% of the total number of seafood companies in Ireland in 2012. The
total number of FTE employees in these companies was approximately 1.20 thousand in 2012. This has
decreased slightly compared to previous years due to a decrease in the number of enterprises from 60 in 2009
and also due to the increase in the number of seasonal employees.

The total number of seafood companies in Ireland in 2012 with 50-249 employees was 19 and this has increased
from 11 in 2009. These enterprises represented 12% of the total number of seafood companies in Ireland in
2012. The total number of FTE employees in these companies was approximately 1.11 thousand in 2012. This
number has steadily increased compared to previous years due to an increase in the number of enterprises.

There are no seafood processing companies in Ireland with more than 250 employees.
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Table 4.11.3: Economic performance of the Irish fish processing industry sector by size category (indicators in million €),
2008-2012

Variable 2008 2009 2010 2011 2012

A (2011-12)

less than or equal to 10 employees

Total Income 44.7 41.8 43.8 43.2 358 % -17% ¥ -20%
Total production costs 32.1 31.0 38.6 47.0 41.2 " -12% & 28%
Gross Value Added 20.8 19.0 12.9 12.4 7.0 ¥ -44% ¥ -66%
Operating Cash Flow 12.5 10.8 5.2 -3.9 5.4 41% V -143%
Earning before interest and tax 11.3 9.4 -1.3 -6.3 -7.3 W -17% ¥ -164%
Net Profit 11.1 9.2 -2.4 -6.8 -7.6 W -12% ¥ -169%
between 11 and 49 employees
Total Income 323.8 303.0 304.4 315.2 367.5 & 17% £ 13%
Total production costs 215.5 206.4 299.3 308.1 348.2 £ 13% & 62%
Gross Value Added 150.6 137.7 46.6 45.2 53.3 & 18% ¥ -65%
Operating Cash Flow 108.3 96.6 5.1 7.2 19.3 & 170% ¥ -82%
Earning before interest and tax 99.7 86.7 -2.2 -1.7 9.5 & 652% W -90%
Net Profit 97.9 85.0 -3.4 -3.6 8.0 & 323% ¥ -92%
between 50 and 249 employees
Total Income 212.9 199.2 201.3 206.6 264.3 £ 28% & 24%
Total production costs 141.2 134.9 179.4 193.2 239.7 & 24% & 70%
Gross Value Added 99.0 90.5 42.5 37.2 50.5 & 36% ¥ -49%
Operating Cash Flow 71.7 64.3 21.9 13.4 24.5 & 83% ¥  -66%
Earning before interest and tax 66.0 57.8 15.4 10.4 20.4 & 96% T  -69%
Net Profit 64.8 56.7 14.0 9.5 18.5 & 94% ¥ -71%
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Figure 4.11.6: Irish capital productivity, labour productivity and average salary trends, by size category, 2008-2012

4.11.4 Irish seafood trade
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Figure 4.11.7: Irish seafood trade balance trends in volume (left) and value (right)

Irish seafood exports were valued at €511 million in 2012, up 62% since 2008. The volume of seafood exported
in 2012 was 260.16 thousand tonnes up 99% since 2008. Irish seafood imports were valued at €179 million in
2012 up 14% since 2008. The volume of Imports in 2012 was 114.5 thousnad tonnes up 171% since 2008.

In 2012, approximately 70% of Irish seafood was exported to EU countries. Irish seafood exports to non EU
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countries such as Russia, Egypt, South Korea and Asia continued to grow.
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Figure 4.11.8: Irish seafood imports (left) and exports (right) composition by type of origin/destination: shares in value
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Figure 4.11.9: Irish seafood imports (left) and exports (right) trends by most relevant trade partners: shares in value

In 2012, the top countries Ireland exported seafood to were France (23%), Great Britain (16%), Nigeria (13%),
Spain (10%) and Germany (6%). The top species exported in 2012 were Horse Mackerel (13%), Salmon (12%),
Mackerel (12%), Blue Whiting (8%) and Norway Lobster (7%).

In 2012, the top countries Ireland imported seafood from were Great Britain (67%), Germany (7%), France (5%)
and The Netherlands (4%). The top species imported in 2012 were Salmon (21%), Miscellaneous Tuna (14%),
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Other marine fish (11%), Cod (9%) and Miscellaneous Shrimp (5%).
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Figure 4.11.10: Irish seafood imports (left) and exports (right) trends by most relevant commercial species: shares in
value
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Figure 4.11.11: Irish seafood imports (left) and exports (right) trends by type of products: shares in value

In 2012, exports by type of product were as follows: Fresh (34%), Frozen (56%), Prepared-Preserved (9%) and
Dried, Salted, Smoked (1%)

In 2012, imports by type of product were as follows: Fresh (31%), Frozen (18%), Prepared-Preserved (46%) and
Dried, Salted, Smoked (5%)

4.11.5 Trends and drivers for change
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The Irish seafood industry is relatively small in scale but has an excellent raw material base to work from. It is
also quite under-scaled in comparison with other international companies. Despite this Irish seafood sales
performed well in 2012, despite difficult trading conditions and on-going recessionary impact to an estimated
value of €840 million. The domestic market grew by approximately 3% in sales to €329 million. This was
balanced by a further increase in seafood exports valued at €511 million, an overall increase of 32% on 2011
and 62% on 2008.

In order to grow the industry further and build scale and competiveness the Irish seafood industry needs access
additional sources of raw material. This will enable the sector to capitalise on emerging market opportunities.
There is a need to shift the focus from the traditional EU markets and look to emerging markets such as Asia
and Africa. China has a growing middle class population who are driving increased seafood consumption.
Exports to the Chinese market almost trebled between 2011 and 2012 with exports climbing to €8 million-plus
for 2012. BIM launched a collective scheme aimed at promoting collaborations between seafood companies to
work collectively to reduce duplication costs, boost profitability and increase competitiveness in export
markets.
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4.12 ITALY

4.12.1 General overview of the Italian fish processing industry sector

In 2012 the total number of fish processing enterprises registered in Italy (the overall number including both
“main” and “non-main” enterprises) was 768 producing a turnover of about €2.8 billion. This number include
enterprises processing fish products as “main” and as “non-main” activities. Enterprises processing fish as a
main activity were equal, in 2012, to 537, representing 70% in number and 92% in terms of contribution to the
total turnover of the sector. On the other hand, enterprises processing fish products not as a main activity
represent, in numerical terms, about 30% of the total (231) while contribute for 8% to the total turnover of the
sector.

The Italian fish processing industry is a very concentrated sector: the main segment is the canning sector with
the most important products being canned and preserved tunas: in the 2012 the production of canned tuna was
equal to 66.5 thousand tonnes in volume and €1.48 billion in value. Beside the tuna sector, there is also a
significant number of companies processing anchovies, sardines and shellfish. As far as canned and preserved
tuna, the sector continues to record a strong dependence on imports of frozen tuna and tuna loins. Canned
tuna is confirmed, also, as the main export product, with an incidence of 15.3% in volume and 21.3% in value of
total exports ' (see also the paragraph on markets).

The following analysis is based only on those enterprises processing fish as a “main-activity”, according to the
current specification of the DCF.

According to DCF data, the Italian fish processing sector consisted of 537 enterprises. The Italian fish processing
industry is characterized by a double-face organization on the market: on the one hand, there is the so-called
modern sector, with a few large industrial companies, and on the other hand there is the traditional sector,
highly atomized and formed mainly by micro, small and medium-sized enterprises, many of which are organized
on a family basis.

! ISMEA, 2013, Check up settore ittico in Italia. Roma, Maggio 2013.
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Table 4.12.1: Italian fish processing industry sector overview, 2008-2012

~ ~
- -
- )
- =]
o =]
<& <&
< <
Variable
Structure (number)

Total enterprises 376 414 547 530 537 | 1% < 43%
<10 employees 192 221 347 375 372+ 1% £ 94%
11-49 employees 152 166 175 136 144 | 6% 5%
50-249 employees 31 27 24 18 2] |4 17% ¥ -32%
2250 employees 1 0 1 1 0¥ -100% * -100%

Employment (number)

Total employees 5,425 5,285 5,950 6,109 6,197 | 1% & 14%
Male employees 2,821 2,748 3,094 3,177 3,222 | 1% & 14%
Female employees 2,604 2,537 2,856 2,932 2,975 | 1% & 14%

FTE 4,572 4,454 5,015 5,149 5,223 | 1% & 14%
Male FTE 2,378 2,316 2,608 2,677 2,716 | 1% & 14%
Female FTE 2,195 2,138 2,407 2,471 2,507 | 1% & 14%

Indicators
FTE per enterprise 12.2 10.8 9.2 9.7 9.7|= 0% = -20%
Average wage (thousand €) 50.9 46.2 47.4 39.8 42.7 | 7% ¥ -16%
Labour productivity (thousand €) 61.7 68.5 68.5 52.4 75.5 | 44% & 22%
Unpaid work (%) 3.9 3.8 7.9 3.8 4.4 | 15% £ 14%

The 70% of enterprises is represented by micro-enterprises, with less than 10 employees. In general, looking at
the other dimensional classes, it can be strongly asserted that the Italian fish processing industry is dominated
by small companies, as 96% of enterprises are represented by companies with less than 50 employees (sum of
classes <10 and 11-49). Table 4.12.1 highlights that in the last year bigger enterprises have increased while the
number of the smaller ones have decreased.

As far as the geographical localisation, the large part of enterprises is located in the Southern Italy and in the
islands. Indeed, the regions with the largest number of companies are Sicily (21%) and Campania (11%). Sicily is,
by far, also the region with highest number of employees (20% of the national total).
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Figure 4.12.1: Italian employment trends, 2008-2012

The number of people employed in the sector was equal to 6,197 people consisting in 5,223 FTE. Figure 4.12.1
clearly shows that the Italian fish processing industry is a rather equal opportunity industry as the number of
men and women employed in the sector is almost equal. In the observed period (2008-2012) the trend of FTE
per enterprise shows a decrease (-20%), while the average labour productivity increased of 22%.

4.12.2 Economic performance of the Italian fish processing industry sector

The turnover of the sector amounted to €2,557 million in 2012, while the total value of production (turnover +
subsidies + other income) amounted to €2,582 million. Turnover represents about 99% of the total value of
production. If looking at the trend, the main income items appear to have increased, compared to 2011: +12%
for turnover and +35% for subsidies.

As far as subsidies, the figures collected under the Italian NP refer mainly to incomes accounted by enterprises
under item A5 according to the IV directive; this means mainly current advances that include aids destined to
improve the income production in the current operational years. According to what accounted by enterprises in
the profit and loss accounts, it results that subsidies have a very low incidence on the total income of the sector,
on average 1%.
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Figure 4.12.2: Economic performance of the Italian fish processing industry sector, 2012

Total production costs were equal to €2,387 million in 2012, representing about 92% of total income and
showing an increase of +7% compared to 2011. The largest share of costs (73% of total production costs, 68% of
total income) is represented by costs for purchase of raw materials and other products needed for the
production equal, in 2012, to €1,752 million. Labour costs represents about 9% of the running costs while
energy costs impacted by 4%. An increasing trend for most of the cost items is shown by table 4.12.2 on the
latest year of the historical series under analysis, while an opposite trend can be observed if we focus the

analysis on the overall period 2008-2012 (except for the imputed value of unpaid labour).

170



Table 4.12.2: Economic performance of the Italian fish processing industry sector, 2008-2012

Variable 2009 2010

A (2011-12)
A (2008-12)

Income (million €)

Turnover 2,906.1 2,201.2 2,623.4 2,281.2 2,557.00& 12% ¥ -12%
Otherincome 27.6 -6.4 146.4 15.8 1.6 -90% ¥  -94%
Subsidies 5.6 4.7 4.8 17.6 23.8|4  35% £ 324%
Total Income 2,939.3 2,199.4 2,774.7 2,314.7 2,582.3|4& 12% VW -12%
Expenditure (million €)

::;::::Tgtiig:;i;::erraw 2,1253  1,4351  1,952.7  1,653.4  1,752.1|& 6% ¥  -18%
Wages and salaries of staff 2239 197.9 218.9 197.2 213.1 | 8% = -5%
Imputed value of unpaid labour 9.0 7.9 18.8 7.9 9.8 25% 9%
Energy costs 119.8 93.2 87.7 97.5 92.3|+ 5% -23%
Other operational costs 406.7 361.1 385.9 276.6 319.9 | 16% ™+ -21%
Total production costs 2,884.6 2,095.2 2,664.0 2,232.5 2,387.3| & 7%=  -17%
Capital Costs (million €)

Depreciation of capital 45.5 60.5 69.1 61.5 65.6 | 7% s 44%
Financial costs, net 51.7 28.5 19.4 27.1 31.3 ) 15% =+ -40%
Extraordinary costs, net -3.1 -4.6 2.1 1.0 9.7/ -1119% =¥ -220%
Capital Value (million €)

Total value of assets 2,164.8 2,166.0 2,607.2 2,118.4 2,247.8 )& 6% < 4%
Net Investments 225.9 -96.2 183.7 121.7 -7.2|% -106% ¥ -103%
Debt 1,485.4 1,425.6 1,597.9 1,444.7 1,569.0 | 9% . 6%
Performance Indicators(million €)

Gross Value Added 281.9 305.3 343.5 269.6 394.2|& 46% £ 40%
Operating Cash Flow 54.7 104.2 110.6 82.2 195.1 < 137% <& 257%
Earning before interest and tax 9.2 43.8 41.6 20.7 129.4|#s  525% £ 1313%
Net Profit -42.6 15.3 22.2 6.4 98.1|4 1633% £ 331%
Capital productivity (%) 13.0 14.1 13.2 12.7 17.5

Return on Investment (%) 0.4 2.0 1.6 1.0 5.8

Financial Position (%) 68.6 65.8 61.3 68.2 69.8

Future Expectation Indicator (%) 8.3 7.2 4.4 2.8 3.2

As far as the performance indicators, table 4.12.2 highlights a positive economic performance of the sector,
being all the indicators increasing over the time.
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The GVA produced by the sector in 2012 was equal to about €395 million, increasing of +45% compared to
2011. The reason is mainly to be find in the increase of incomes (excluding subsidies) higher (+12%) than the
decrease of total costs related to production (excluding labour costs) (+7%).

The sector shows a very positive performance also in terms of Operating Cash Flow, equal to around €195
million in 2012. As far as EBIT, it was equal to €129 million in 2012 while the net profit was equal to €98 million.

Anyway, the incidence of GVA, OCF, EBIT and net profit on the value of the income appear to be almost stable
over the period 2008-2011, at least on the latest 2 years.

The capital productivity, measuring the amount of GVA created by €1 of capital invested (or the capacity to
produce GVA, in % terms, of 1 unit of capital invested), increased from 12.7% to about 17.5%.

The return on investments (ROI), given by the ratio EBIT/total value of assets and measuring the profitability
(efficiency) of 1 unit of capital invested, increased from 1.0% to 5.8%.

On the opposite, the FEI (future expectation indicator) appears to be lower in 2012 compared to 2011 (from 2.8
to -3.2). FEI should be interpreted as a proxy for the industry’s wish to remain in the market in the medium/long
term. It is given by the difference between net investments and depreciation compared to the total value of
assets. A positive indicator means that the sector is allocating resources to increase its production capacity, and
therefore it expects to remain in the market to recover the cost of the investment. When the indicator is close
to zero, it could be interpreted as an indicator that the sector is only wishing to maintain its production capacity
in the future, and that it is not planning to expand. In this case, it means that the willingness of Italian fish
processors to expand in the sector is highly decreasing.
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Figure 4.12.3: Income, costs, wages and labour productivity trends of the Italian fish processing industry sector, 2008-
2012

4.12.3 Italian seafood trade

As already mentioned in the introduction, the Italian fish processing sector is highly dependent on imports as far
as the supply of raw material.

172



In general, Italy should be considered a net importer of fish products, as it emerges from figure 4.12.4, reporting
the seafood trade balance for the period 2008-2012.
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Figure 4.12.4: Italian seafood trade balance trends in volume (left) and value (right)

Indeed, the Italian seafood markets has been characterised, in the last decades from substantial increase in the
total demand for fish products mainly due to the increase in the per capita consumption (higher propensity to
consume fish proteins, higher focus on more healthy products, higher life standards) and by an increase of total
population. The role of imports has been and is still fundamental in satisfing the domestic demand taking into
account a national apparent consumption very much higher than domestic production (from fishery and
acquaculture). This has become mainly evident since the mid ‘90s when the increase in imports has been
pushed by the decrease in domestic production (based on a presentation given by L. Malvarosa at the
EUROFISH Regional Workshop “WTO and fisheries”, S. Petersburg, October, 29" 31" 2013
http://wto.eurofishmagazine.com/countries/Italy.pdf).

As far as the origin and destination of the seafood products, it is clear from figure 4.12.5 the important role that
the European countries have on the exchange flows, especially as user of Italian seafood products.

As far as the imports it is concerned, imports of seafood product originating from EU countries is, on average,
about 60% for the overall period 2008-2012. As far as the export flows, around 85% of the seafood products
produced in Italy are destined to EU partners.

Figure 4.12.5 shows the composition of the Italian seafood imports and exports by type of origin/destination. It
is clear the role that Spain plays both on supply and the demand side.

As far as the EU partners, other important countries are Netherlands, Denmark, France and Greece on the
import side while on the export side the main EU partners, beside Spain, are Germany, Greece, France and
Austria.
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In the most recent period new countries are emerging as Italian partners in the seafood trade. A positive trend
is registered in imports of seafood products from Sweden and Portugal as well as in the trend of export flows
toward some Eastern European countries, like the Czech Republic, Poland and Slovenia.

As far as the extra-EU partners, the most important partners are Argentina and Ecuador but it’s also important
to highlight the increasing trend, over the past ten years, of imports from some Asian countries such as
Vietnam, China, India, Indonesia and Thailand. On the export side the most important partners are Japan and
Switzerland but it should be highlighted the positive dynamics that has characterized exports towards some
Arab countries, as Saudi Arabia, Libya and especially Tunisia for which a double-digit growth in imports from
Italy is registered in the last decade.
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Figure 4.12.5: Italian seafood imports (left) and exports (right) composition by type of origin/destination: shares in value
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Figure 4.12.6: Italian seafood imports (left) and exports (right) trends by most relevant trade partners: shares in value
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Figure 4.12.7 shows the import and export flows from a product perspective, taking into account also the type
of preservation (fresh, frozen, prepared-preserved and dried-salted-smoked seafood products).

From the imports side, canned tuna is the first product, mainly originating from Spain (even if imports from this
country records a decrease compared to 2011), Colombia, Ivory Coast and Ecuador (imports from this country
show an average annual growth rate of over 60% in the last ten years). Other seafood products important from
the import side are frozen squid, mainly originating in Asia (Thailand, Vietnam, China, India and Indonesia);
frozen shrimps (Ecuador) and salmon, fresh, chilled and smoked (Sweden and Denmark). Imports of sea-bass
and sea-bream, fresh and chilled, from Greece and Turkey also play an important role.
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Figure 4.12.7: Italian seafood imports (left) and exports (right) trends by most relevant commercial species: shares in
value
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Figure 4.12.8: Italian seafood imports (left) and exports (right) trends by type of products: shares in value
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4.12.4 Trends and drivers for change

In general in 2012 it is confirmed the difficulty of the Italian fishing industry to cope with several critical issues
related not only to the severe economic crisis, but also to some characteristics of the industry for example the
high dependence on imports for raw materials, which often are subject to high fluctuations in quantities and
prices.

The production prices index of the processing industry (base year 2010 = 100, source ISTAT) reported, on
average, in 2012, an increase of 5.9% compared to 2011, partly as a result of increased energy’ and raw
materials costs (above all, those for the tuna industry, such as tuna loins and frozen).

In recent years (last decade), the increase of the production costs, primarily due to the decrease of tuna
catches, led the Italian companies, totally depending from abroad for the supply of raw materials, to change
their production and marketing strategies. On one hand, imports of frozen, fresh and refrigerated tuna (mainly
from Vietnam) is again increasing at the expense of the semi-manufactured tuna loins: mostly imported, in
2012, from Ecuador and Thailand.

On the same time, some Italian brand of canned tuna have been acquired, in the recent years, by foreign
companies, especially Spanish. This means that Italy imports from Spain finished products and only distribute
them on the market.

Only recently the interest for the processing industry to process raw materials from aquaculture is seen as an
opportunity in order to decrease the dependency from import. This trend has been observed mainly for massive
production of freshwater species, mainly trout and salmon trout. The aquaculture fish products processed
represent an opportunity and a potential future link between aquaculture and processing industry. As regards
Italian aquaculture, more than 70% of production destined to processing is processed and canned directly by
aquaculture companies, thanks to vertical integration of the production processes. Vertical integration ensures
both reduction of production costs, stabilizing them because allows firms to reduce their dependency on
imports, and a better satisfaction of the market demand taking into accounts that consumption of products
"made in Italy" is preferred by Italian consumers.

Nevertheless the problems linked with the supply of raw materials, it can be said that the Italian food market is
less impacted by the general economic crisis that all the EU countries, including Italy, is facing in the latest
period.

In this context canned tuna products represent a real challenge: in general, canned tuna is an excellent
opportunity for the consumer being the most affordable protein in the market along with the milk and eggs. The
quality and versatility of tuna are an excellent remedy for a good diet and Italian companies offering high level
products, provide a complete product from the nutritional point of view.?

The tuna in olive oil is without doubt the most important category (representing 65% of the tot canned fish in
value), the most penetrated (up to 95% of Italian households) and the seafood product less affected by the

? Cost of electricity (0.22 €/kWh) 70% higher than the EU average (0.13 €/kWh), P. Bono- La filiera agroalimentare italiana:
inefficienze si, speculazioni no, NOMISMA. Maggio 2014.

* Mercato delle conserve ittiche 2013: il commento del Presidente ANCIT Vito Santarsiero, http://tonno360.it/, ANCIT
website.
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contraction in volumes showing, in 2013, an increase in value of 5% compared to 2012, driving the growth of
the sector. Tuna therefore continues to satisfy customers for its versatility in the kitchen and because it is
available in several versions and formats: it is a suitable product and satisfy the different willingness to pay of
consumers. Based on this different fish processing enterprises active on canned tuna are starting to enrich their
portfolio with other high quality products, acting also as distributors.

In a context of a mature market, industries have started to differentiate also the range of products offered by
proposing to consumers new formats of products that can further stimulate sales (e.g., canned tuna produced
with a single tuna fillet in olive oil in glass vase, handmade, and using only adult tunas over 20 kg of weight,
certifying that these tunas are caught on free school - rules that protect the reproduction of the species
yellowfins - Thunnus albacares - by purse seiners in not overfished fishing area). To better penetrate the
market, in the more recent year, tuna processor enterprises show also to be more active on the side of the
communication strategy, using more and more digital means of communication.
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4.13 LATVIA

4.13.1 General overview of the Latvian fish processing industry sector

Fish processing is a well-developed old tradition in Latvia. The processing sector is based on the local natural
resources and also on the imported raw materials for production. In most cases fish processing enterprises are
situated in the coastal regions.

There were 101 registered economic active fish processing enterprise in 2012 with a total turnover of €226.7
million. The number of enterprises did not change significantly from 2008 to 2012 and has an insignificant
increased by 6%. There are only few enterprises in Latvia where processing is not the main activity. For these
enterprises the data about turnover could not be reported for confidentiality reasons. All fish processing
enterprises operate according to European Union standards. Investments to new technologies and
improvement of working conditions for labour between 2008 and 2012 assist in increase of the total turnover
between 2011 and 2012 by 33%.

Fish processing as a type of economic activity is very important for Latvian agriculture and for employment
especially in the coastal areas. Total number of employment was 5,781 people in 2012 from them 5,357 people
were employed full time. In most cases in the segment with less than 10 employees fish processing is a family
business. Table 4.13.1 shows employment dynamic, companies’ structure and some of economic performance
indicators. Number of female was more than male and was 3,511 and 1,846 employment respectively. Number
of full time employed decreased insignificantly by 4% from 2008 to 2012. The average wage showed the
increasing by 8% from 2008 to 2012 and was €511 per month in 2012. Total wage also has negligible increase by
5% from 2008 to 2012. The full time employment per enterprise decreased by 10% from 2008 to 2012 and was
59 and 53 person respectively. Towards the end of 2008 and during 2009 the global economic crisis was
negatively affected to Latvian sector of fish processing, which led to significant decrease of total turnover,
employment and average wage levels (Figure 4.13.1).

Fish processing production has important share in total Latvian export and also supplies domestic market.
Export of fish production was to 53 countries and import from 44 countries in 2012. The main type of imported
products by volume were “Fresh or chilled fish”, “Frozen fish and Fresh, chilled or frozen fish fillets and other
fish meat (whether or not minced)”.”Prepared or canned fish” was the main product type for the export and for
the domestic market. The export of fish production is mainly are made Baltic Sea and the Atlantic Ocean catches
obtained by the Latvian fishing vessels. Fish range is very wide. North Sea and North East Atlantic Herring and
Scomber imported from Norway were used for raw material for the production of canned fish. The biggest fish
markets are concentrated in the Riga, Daugavpils, Liepaja and Jelgava cities.

The most of fish processing enterprises are located in Riga and Roja cities. Large amount of the enterprises are
also situated along the Latvian coast and in the Kurzeme region territory. Some of them are in Tukums, Engure,
Carnikava and Kekava cities. Small fish processing enterprises are situated near the fishermen settlements.
Some of fishermen have smokehouses and sell the smoked, salted and brine fish to the tourists.
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Table 4.13.1: Latvian fish processing industry sector overview, 2008-2012

~ ~
- -
- )
- (=]
(=] (=]
&l &l
< <
Variable
Structure (number)

Total enterprises 95 91 104 101 101 |= 0% 6%
<10employees 27 33 44 44 48 | 9% & 78%
11-49 employees 26 37 36 34 29+ -15% & 12%
50-249 employees 37 16 18 16 18 | 13% ¥ -51%
>250 employees 5 5 6 7 6~ -14% & 20%

Employment (number)

Total employees 5,792 4,684 5,015 5,393 5,781 |4 7% = 0%
Male employees 2,148 1,774 1,814 1,807 1,992 | 10% ¥ 7%
Female employees 3,644 2,910 3,201 3,586 3,789 | 6% 4%

FTE 5,592 4,174 4,681 4,998 5,357 [ 7% ¥ 4%
Male FTE 2,074 1,580 1,761 1,697 1,846 | 9% ¥ -11%
Female FTE 3,518 2,594 2,920 3,301 3,511 [ 6% = 0%

Indicators
FTE per enterprise 58.9 45.9 45.0 49.5 53.0 [« 7% -10%
Average wage (thousand €) 5.7 4.3 4.9 5.5 6.1 [ 11% & 8%
Labour productivity (thousand €) 9.7 5.4 6.1 6.3 10.4 | 66% <& 8%
Unpaid work (%) 0.0 0.9 0.0 0.0 0.0|= 0% = -100%
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Figure 4.13.1: Latvian employment trends, 2008-2012
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4.13.2 Economic performance of the Latvian fish processing industry sector

Table 4.13.2 and figure 4.13.2 shows economic performance for the fish processing sector. The total production
costs share was 90% of total fish processing industry income. Share of purchase and raw material for production
made up of 54% of the total income. Furthermore, the value of total production costs demonstrated increasing
by 6% from 2008 to 2012. The total income sharply increased by 34% from 2011 to 2012 and was €178.2 million
in 2011 and € 238 million in 2012 (Figure 4.13.3). It can be observed that Gross Value Added and Operating Cash
Flow also have increased significantly by 78% and 424% respectively in the same period. In its turn the subsidies
increased extremely in 16 times from 2008 to 2012. Despite of the growth of subsidies income of a lot of
companies did not cover a high value of costs in the time period between 2009 and 2011. The negative impact
of global economic crisis to economic situation in Latvia processing industry also shows the negative total profit
€1.7 million in 2011. The economic situation improved in 2012 and Net Profit has a significant increase by 32%
between 2008 and 2012 and was €16.8 million in 2012. Nevertheless the increase of Gross Value Added and
Operating Cash Flow by 3% and 9% respectively between 2008 and 2012 mainly caused by the high growth of
turnover by 6% since 2008, and also of the increase of subsidies. Based on analysis of the economic indicators it
could be concluded, that subsidies in the processing sector assist for the industry development and also may
have a good expectation for the growth of the economic effectiveness in the future.
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Figure 4.13.2: Economic performance of the Latvian fish processing industry sector, 2012
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Table 4.13.2: Economic performance of the Latvian fish processing industry sector, 2008-2012

Variable 2009 2010 2011 2012

A (2011-12)
A (2008-12)

Income (million €)

Turnover 214.9 152.8 153.8 170.8 226.7|&s 33% £ 6%
Otherincome 9.1 5.2 6.7 6.5 9.5|& 47% £ 5%
Subsidies 0.1 1.5 2.3 1.0 1.7|&  77% £ 1518%
Total Income 224.0 159.5 162.8 178.2 238.0|<  34% & 6%
Expenditure (million €)

:q”;::j:ffg:iig;ﬁi‘::erraw 120.2 96.0 93.3 103.2 128.1)a  24% & 7%
Wages and salaries of staff 31.5 17.7 23.0 27.6 32.9 | 19% < 5%
Imputed value of unpaid labour 0.2 0.2 0.0 0.0 0.0|== 0% ¥  -100%
Energy costs 9.4 7.6 7.6 8.3 9.5|& 15% < 1%
Other operational costs 40.1 32.0 31.1 34.4 42.7 | 24% 7%
Total production costs 201.3 153.4 154.9 173.5 213.2|& 23% £ 6%
Capital Costs (million €)

Depreciation of capital 8.4 6.0 4.5 4.3 6.2|&  45% F -26%
Financial costs, net 1.9 1.9 2.0 2.1 2.2 4% 14%
Extraordinary costs, net 0.0 0.0 0.0 0.7 0.0/ -96% & 2570%
Capital Value (million €)

Total value of assets 111.9 100.6 101.3 114.8 143.4| & 25% 28%
Net Investments 6.7 5.3 3.5 13.2 20.6|&  57% < 207%
Debt 83.6 82.5 79.9 90.4 10434 15% < 25%
Performance Indicators(million €)

Gross Value Added 54.2 22.5 28.6 31.4 55.9)4  78% < 3%
Operating Cash Flow 22.7 6.1 7.9 4.7 2474 424% 9%
Earning before interest and tax 14.3 0.1 3.5 0.4 18.6|4s 4029% 30%
Net Profit 12.4 -1.8 1.4 -1.7 16.3| 4% 1069% < 32%
Capital productivity (%) 48.5 22.3 28.3 27.3 39.0

Return on Investment (%) 12.8 0.1 3.4 0.4 12.9

Financial Position (%) 74.7 82.0 78.9 78.7 72.7

Future Expectation Indicator (%) -1.5 -0.7 -1.0 7.7 10.1
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Figure 4.13.3: Income, costs, wages and labour productivity trends of the Latvian fish processing industry sector, 2008-
2012

4.13.3 Overview of the Latvian fish processing industry sector by size categories

The number of fish processing enterprises increased insignificantly from 95 in 2008 to 101 in 2012. There are
only 6 big enterprises which have more than 250 employed people. The middle size companies are dominated
in Latvia and their total share was 65% from the all companies’ size. There were 29 enterprises in the segment
<10 employees and 18 enterprises which were included to the segment 11-49 employees. The biggest segment
50-249 employees had consisted of 48 enterprises in 2012. Table 4.13.3 and figures 4.13.4, 14.13.5 and 4.13.6
shows economic variables trends for the fish processing sector by size category.

In the all fish processing companies segments the economic situation improved significantly between 2011 and
2012. The segment with more than 250 employees was the most important segment for the Latvian economy.
Only 6 fish processing companies made up this segment in 2012. The total income was €95.3 million in 2012
and the production costs amounted 88% from the total income. The generated Gross Value Added and
Operating Cash Flow were €26 million and € 11 million respectively in 2012. Despite of the € 4 million losses in
2011 the segment was highly profitable in 2012, with a reported Net Profit of around € 8.9 million. The total
income, Gross Value Added, Operation Cash flow also has increase by 17%, 128% and 621% respectively. But in
spite of that growth, the Net Profit still had a decrease by 12% between 2008 and 2012.

The second important segment is the segment with less than 10 employees. The small fish processing
companies produce a variety of products such as dried, salted and smoked fish. The segment showed negative
profit around €400 thousand in 2011. The economic situation improved in 2012 but the segment contributed
only €800 thousand to the total Net Profit of the fish processing sector. Nevertheless this segment
predominantly supports local markets and is important for employees in the coastal cities.
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Figure 4.13.4: Latvian main structural and economic variables trends by size category, 2008-2012
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Table 4.13.3: Economic performance of the Latvian fish processing industry sector by size category (indicators in million
€), 2008-2012

Variable 2008 2009 2010 2011 2012

less than or equal to 10 employees

Total Income 2.2 2.5 3.6 3.0 6.2 & 104% £ 187%
Total production costs 2.1 2.7 3.2 2.6 4.9 & 86% £ 138%
Gross Value Added 0.5 0.2 0.8 0.6 1.7 & 164% £ 212%
Operating Cash Flow 0.1 -0.2 0.5 0.4 1.3 & 227% 4 1358%
Earning before interest and tax -0.3 -0.6 0.1 -0.3 0.9 £ 443% £ 367%
Net Profit -0.3 -0.6 0.1 -0.4 0.8 & 305% < 343%

between 11 and 49 employees

Total Income 35.0 37.5 35.5 23.4 38.5 & 64% £ 10%
Total production costs 31.4 34.1 32.2 19.8 33.0 & 66% £ 5%
Gross Value Added 8.5 6.2 5.6 7.1 9.2 & 30% £ 9%
Operating Cash Flow 3.6 3.4 3.3 3.6 55 4  55% s 53%
Earning before interest and tax 1.7 1.0 2.1 3.3 4.4 £ 35% 4w 155%
Net Profit 1.0 0.3 1.4 2.5 3.9 & 55% & 277%
between 50 and 249 employees
Total Income 108.5 70.3 60.1 70.2 98.0 £ 40% = -10%
Total production costs 102.3 70.5 57.5 67.3 91.0 & 35% W -11%
Gross Value Added 20.9 7.0 10.8 12.2 19.0 £ 55% ¥ 9%
Operating Cash Flow 6.2 0.1 2.7 2.9 7.0 £ 141% £ 13%
Earning before interest and tax 2.6 -1.7 1.1 0.9 3.7 & 290% £ 40%
Net Profit 1.6 2.3 0.3 0.2 2.7 #.1060% £~ 74%
greater than or equal to 250 employees
Total Income 78.4 49.2 63.5 81.6 95.3 & 17% £ 22%
Total production costs 65.5 46.1 62.1 83.7 84.3 du 1% £ 29%
Gross Value Added 24.3 9.1 11.4 11.4 26.0 & 128% £ 7%
Operating Cash Flow 12.9 3.1 1.5 2.1 11.0 & 621% ¥ -14%
Earning before interest and tax 10.3 1.4 0.2 -3.5 9.5 & 370% W 7%
Net Profit 10.1 0.9 -0.3 4.0 8.9 £ 319% ¥ -12%
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Figure 4.13.6: Latvian capital productivity, labour productivity and average salary trends, by size category, 2008-2012

4.13.4 Latvian seafood trade

Historically the Latvian fishers and fish processing companies produce more fish products than it is necessary to
ensure the local market demand. Therefore fisheries can be considered as more export tended sector of
economy and this is characterized by permanent positive external trade balance. External trade balance for
fisheries products in 2012 was €30.1 million (Figure 4.13.7).

Latvian export in terms of value was €182.6 million, weighted 113.4 thousand tonnes, in 2012. The volume of
total export was relatively stable and the value increase by 37% from 2008 to 2012. The most important trade
partners for Latvian export in 2012 were Estonia, Russian Federation, Lithuania, France and Poland with the
total exported volume 71.1 thousand tonnes and € 138 million (corresponding 63% and 78% from the total
exported volume and value respectively) (Figure 4.13.8 and 4.13.9). The most exported product types by value
were “Prepared or canned fish, caviar and caviar substitutes prepared from fish eggs” (KN 1604) with the value
€83.5 million and “Fresh or chilled fish” (KN 0302) with €37.7 million (Figure 4.13.10 and 4.13.11). The largest
export volume was 62.7 thousand tonnes for “Prepared or canned fish, caviar and caviar substitutes prepared
from fish eggs” (KN 1604). The second export product type by volume was “Frozen whole salt water fish” (KN
0303) and its volume was 27.6 thousand tones.

The import of fish products comes from countries all over the world, such as EU countries, East Asia, USA, South
America and Africa (Figure 4.13.8 and 4.13.9). The major Latvian suppliers in 2012 were Sweden, Poland,
Lithuania, Estonia and Norway with the imported volume 41.8 thousand tonnes and €112 million (contributed
by 72% from the total exported volume and corresponding 74% to total imported value). The most imported
products by volume and value were “Fresh or chilled fish” (KN 0302) and “Frozen whole salt water fish” (KN
0303) (Figure 4.13.10 and 4.13.11). Theirs volume were 23.8 and 21.5 thousand tones and value €51.7, € 27.1
million respectively in 2012. The volume and value of total import has increased by 39% between 2008 and
2012. Salmon, herring, trout, mackerel, and sprat were the major species importer to the Latvian market. The
second most important raw material and import products in terms of value are small pelagic species like
herring, mackerels, sprat, sardine and etc. The proportion of raw material for further processing in the total
amount of imported fish production is 70%. The main raw material is frozen herring and herring fillets, frozen
sardinellas and sardines, salmon fillets and mackerel.
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Exports
Imports
100% — —_— P I 100% e _— —
90% — e — —_— —
80% BO%
70%
60% 0%
50%
40% 40%
30%
20% 20%
10%
0% 0%
2008 2009 2010 2011 2012 2008 2009 2010 2011 2012
mOthers m Salmon
= Others = Salmon = Other salmonids m Miscellaneous small pelagics B Herring
W Herring B Other marine fish mTrout mcod ®m Other marine fish
m Mackerel m Caviar livers and roes m Sprat (=Brisling) m Mackerel ® Sprat (=Brisling)
m Saithe (=Coalfish) EHake W Sardine m Non food use  Saithe (=Coalfish)
Surimi W Pangasius m Non food use Sardine Redfish
Other freshwater fish Miscellaneous shrimps Cod Miscellaneous shrimps Miscellaneous tunas
Redfish m Coldwater shrimp Caviar livers and roes m Other freshwater fish

Figure 4.13.10: Latvian seafood imports (left) and exports (right) trends by most relevant commercial species: shares in
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Figure 4.13.11: Latvian seafood imports (left) and exports (right) trends by type of products: shares in value

4.13.5 Trends and drivers for change

Despite of economic crisis several fish processing companies due to availability of the EFF, have benefited from
the good investment possibilities that have been used for modernization and obtaining of new processing
equipment to diversify products, improve quality of the production and increase productivity. But as it was
stated before the problems with the raw material has arisen due to the quota reduction. Therefore fish
processing companies has to look for raw material imports to ensure the demand for fish products. However it
results in higher prices for the consumers. Another negative side effect is the export of frozen sprat, which also
negatively influences the availability of raw materials for local processing of canned fish. Therefore Latvia faces
the challenge how to motivate the producers for production of high value products in Latvia not to export the
useful raw material abroad.

Latvian fish production is focused on quality and it has a high achievement at the international level. The fish
products have high demand at the markets of neighbouring countries. The main sales regions are the Russian
Federation, the former CIS countries and the European Union countries. This year in February, an international
food exhibition “Prodexpo 2014"”, which was held in Moscow were invited 14 Latvian companies with their
products. At this exhibition Latvian company “Ventspils zivju konservu kombinats” received a gold medal in the
nomination The Best Product 2014 and a diploma for the product “Riga sprats in oil — delicacy”, as well as a gold
star for the best innovative product “Riga sprats in oil — delicacy”.

Unfortunately on August 7, 2014 Russia imposed an embargo on the import of key food groups from the
European Union in response to the sanctions that the United States and other Western countries have
introduced against Moscow on the backdrop of the Ukrainian crisis. Russian embargo applies to beef, pork,
fruits, vegetables, poultry, cheese, milk products and also fish and fish products, although the embargo list does
not include sprat, canned meat and fish, as well as alcohol and ice cream.

The exported value of foodstuffs included in the Russian embargo list accounted for € 52.8 million in 2013, and
reached € 38.5 million in the 1* half of 2014. However, the share of these products in the total Latvian export in
the first six months of 2014 accounted for only 0.8%. In export to Russia the share of embargo products in the
first half of 2014 reached 8.1%. In 2013, 37.9% of the total export to Russia was foodstuffs which are not
subjected to embargo, 4.5% - foodstuffs that cannot be exported any more, and the remaining 57.6% were non-
food products. Analyzing the products included in the embargo list, in 2013, 50.3% of export of this product
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group to Russia was milk and dairy produce, 24.5% - other foodstuffs, 10.5% - sausages and similar products,
5.4% - raw fish, 4.2% - fruit and nuts, 3.1% - meat and meat offal, and 2% - vegetables.*

The embargo could have an influence to the Latvian fish processing sector and also reduce a total volume for
exported production. However it will be possible to analyse sector profitability for all companies in the long
term period when necessary economic data will be collected.

4.13.6 Data quality

Economic variables of processing industry are based on the information provided by Central Statistical Bureau
of Latvia (CSB). CSB collects economic data basing on the questionnaires/statistical forms and administrative
sources. Questionnaires/statistical forms are distributed by CSB to the owners of processing enterprises. All
economic active enterprises are involved in the survey. The participation of the enterprises where are more
than 10 employments is obligatory according to the Latvian national legislation. The data for small segment
which have less than 10 employments were requested from Latvian Revenue Service.

* Latvian Central Statistical Bureau data
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4.14 LITHUANIA

4.14.1 General overview of the Lithuanian fish processing industry sector

In 2012 Lithuanian fish processing industry consisted of 33 enterprises whose main activity was fish processing. For
such part of industry, population changed insignificantly compare to 2011. Recent production trends of processed
fishery products indicates that increasing supply comes from units where processing activity could be defined as
secondary, mainly aquaculture and fishing enterprises which creates added value of production by processing
activities. Vertical integration of fishery production, covering higher production value chain, and increasing value of
produced raw material is one of trends of fishery sector developments, especially at small scale aquaculture
enterprises, providing production for local regional market. In addition to that, a relatively significant part of
processed production which is not covered by this analysis comes from enterprises which have main income from
fish trade (resale) and secondary income, but still important in terms of value, from processing activities.

In 2012 the total income of Lithuanian processing industry, consisting of turnover from processing and other income,
was €347.6 million with 10% annual increase. The higher total income was a result of increased in other income,
whereas turnover from fish processing declined by 5%. This slight correction in turnover was expected as far as in
long term run income from processing was continuously increasing for the almost constant population. For instance
in five year period total income of Lithuanian processing industry increased by 56%.

Lithuanian processing industry is highly dependent from imported raw material. In 2012 imported raw material in
terms of volume accounted for 97% of the total amount used in manufacturing process. The structure of production
by type has remained almost constant from year to year with the majority of supply as surimi products (29%),
following by smoked fish (20%) and canned production (11%). The significant part of production from processing
industry also comes as frozen cod fillets, and prepared salted products from Atlantic herring, mostly salted fillets and
in brine. For example, in 2012 industry produced 25.9 thousand tonnes of surimi products and 18.5 thousand tonnes
of smoked fish production. Smoked fish and salted or in brine is mainly supplied in the internal market. According to
2012 data fish and fishery product consumption in Lithuania was 17.2 kg/capita. The major part of supply for
consumption comes from processing industry.

During 2012 in terms of value, 71.4% of production was exported. Export market consisted from 97% of EU countries,
1.7% of CIS countries and 1.3% other countries. The main commodities for export were surimi, salted and smoked
salmon production, prepared and preserved fishery products. The highest demand in the internal market consists of
smoked and salted or in brine commodities. Products ready to eat, has a tendency to increase during recent period.

In 2012 Lithuanian fishery sector, processing industry employed 4.451 people, when fleet and aquaculture sectors
provide 732 and 368 working places respectively. Furthermore, in terms value, generated of Lithuanian fisheries
sector, consisting from income from fish processing industry, aquaculture and fisheries, processing industry
generates almost 90% of sectors income, and if exclude long distance fisheries, number will reach almost 96%.
Regarding the importance of this sector, in terms of generated added value to fishery production and employment it
also received the highest proportion of funds from EFF during 2007-2013 period. According to data of National
Paying Agency under the Ministry of Agriculture, around 35% of total used funds from EFF 2007-2013 program were
appointed for action under measure 2.3 “Fish processing and marketing”. Modernization of infrastructure and
investments to marketing resulted in relatively good long term socioeconomic performance, increasing employment
and competitiveness which led to gradually increase production value and successfully compete in the EU market
during 2008-2012 period.
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Table 4.14.1: Lithuanian fish processing industry sector overview, 2008-2012
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&l o
< Q
Variable
Structure (number)

Total enterprises 37 34 34 34 33+ 3% W -11%
<10employees 12 10 13 12 11|+ 8% ¥ -8%
11-49 employees 12 15 12 13 12|+ 8% = 0%
50-249 employees 6 4 4 4 5| 25% = -17%
>250 employees 7 5 5 5 5= 0% ™ -29%

Employment (number)

Total employees 5,013 4,489 4,351 4,445 4,451 |= 0% * -11%
Male employees 1,583 1,298 1,435 1,555 1,477+ S5% " 7%
Female employees 3,430 3,191 2,916 2,890 2,974 | 3% ¥ -13%

FTE 2,912 2,949 3,053 3,614 3,536 2% s 21%
Male FTE 845 794 1,004 1,534 1,189+ -22% £ 41%
Female FTE 2,067 2,155 2,049 2,080 2,346 | 13% < 14%

Indicators
FTE per enterprise 78.7 86.7 89.8 106.3 107.1 | 1% &= 36%
Average wage (thousand €) 7.9 10.1 8.9 8.0 8.5 [ 7% & 8%
Labour productivity (thousand €) 24.7 22.9 23.9 24.2 17.3|+ -28% ™ -30%
Unpaid work (%) 0.0 0.0 0.0 0.0 0.0f= 0% = 0%
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Figure 4.14.1: Lithuanian employment trends, 2008-2012
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In 2012 Lithuanian processing industry employed 4.451 employees, by gender consisting from 67% of female and
33% of male corresponding to 2.974 and 1.477 employees respectively. The number of employed females in 2012
increased by 3% compare to 2011, whereas number of employed male decline by 5%. The domination of females in
the processing industry manufacturing process was driven by relatively low level of salaries. In 2012 annual average
wage increased by 7% to €8.5 thousand. Total FTE in Lithuanian fish processing industry was 3.536. In comparison to
total employees, one working place provided around 0.8 FTE, this indicates that part time job in processing industry
has not been very frequent.

4.14.2 Economic performance of the Lithuanian fish processing industry sector

The economic performance of the Lithuanian fish processing industry sector is further sustaining gradual increasing
trend. Annual turnover from fish processing decreased by 5%, but significant growth of other income resulted in
higher total income compare to 2011. In 2012 Total income from Lithuanian fish processing industry improved by
10%. Other income increased in the enterprises, performing resale of fishery products as secondary activity.

In 2012 estimated Gross Value Added (GVA) was €61.3 million and was 30% lower than in 2011 and 15% lower
compare to 2008. The growth of GVA was negatively affected by significantly increase in prices of raw material and
other operational costs, as for example logistics and transportation. The production cost structure remained almost
unchanged compare to previous years. Taking into consideration the long term cost structure, share of purchase of
raw material increased year by year and in 2012 reached 70% of total costs. It corresponded to the consistent rise of
fish import price from 2008 to 2012. For example, import price for fish and fishery products increased by 32% from
2008 to 2012 and 1.2% during 2011 and 2012. Since the Lithuanian fish processing industry is highly dependent from
imported raw material, which meanwhile contributes to the major part of cost structure, despite the demand driven
increase in commodity price, fluctuation of currency rates also contributes to the cost formation. For instance, the
main part of imported raw material is purchased from Sweden and Norway, currency rates with national currency
constantly increased from 2010 to maximum in 2012, correlating with growth of raw material costs, whereas in 2013
rate sharply declined to the 2009 level and it could result in better outlook for costs of 2013 and 2014 production.
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Figure 4.14.2: Economic performance of the Lithuanian fish processing industry sector, 2012

192



Table 4.14.2: Economic performance of the Lithuanian fish processing industry sector, 2008-2012

Variable 2009 2010 2011 2012

Income (million €)

Turnover 194.9 231.0 283.5 305.1 290.8|+ 5% & 49%
Otherincome 28.2 26.3 14.6 9.8 56.8|<  480% < 102%
Subsidies 0.0 0.0 0.0 0.0 0.0|= 0% = 0%
Total Income 223.0 257.3 298.1 314.9 347.6|&n 10% <=  56%

Expenditure (million €)

Purchase offish and other raw

material for production 111.0 147.4 177.9 178.5 217.8) & 22% & 96%
Wages and salaries of staff 23.1 29.8 27.1 28.7 30.1 | 5% £ 31%
Imputed value of unpaid labour 0.0 0.0 0.0 0.0 0.0|== 0% = 0%
Energy costs 4.6 5.5 5.6 7.3 7.4 )& 2% & 60%
Other operational costs 35.6 36.9 41.5 41.6 61.1 | 47% £ 72%
Total production costs 174.3 219.6 252.2 256.1 316.4 )& 24% £ 82%
Capital Costs (million €)

Depreciation of capital 6.9 5.6 5.3 5.9 6.7 | 12% ¥  -3%
Financial costs, net 8.3 2.9 1.6 0.1 -1.0|¥ -1629% ¥ -113%
Extraordinary costs, net 0.0 0.0 0.0 0.0 0.0|¥ -76% == 0%

Capital Value (million €)
Total value of assets 159.2 115.5 151.2 174.3 186.2 | 7% & 17%

Net Investments 23.6 9.2 9.4 9.9 9.1|% 9% ¥ -62%
Debt 107.6 95.3 85.7 93.6 1129 21% s 5%
Performance Indicators(million €)

Gross Value Added 71.8 67.5 73.0 87.5 61.3|+ -30% ¥ -15%
Operating Cash Flow 48.7 37.7 45.9 58.8 31.2|+ 47% F  -36%
Earning before interest and tax 41.9 32.0 40.6 52.9 245 54% = -41%
Net Profit 33.6 29.1 39.0 52.8 25.6|¥ 52% F -24%
Capital productivity (%) 45.1 58.4 48.3 50.2 32.9

Return on Investment (%) 26.3 27.7 26.8 30.3 13.2

Financial Position (%) 67.6 82.5 56.7 53.7 60.6

Future Expectation Indicator (%) 10.5 3.1 2.7 2.3 1.3

The domestic supply of raw fish is mostly presented by Baltic cod and Baltic Herring caught from Baltic Sea, trout and
African catfish from Recirculating aquaculture systems as well as carps and other fresh water species form pond
aquaculture. But as was mentioned before, such species have insignificant part in total supply of raw material for
large scale fish processing industry. However expanding vertical integration of aquaculture farms and development of
small scale processing units will increase a demand for domestic fishery production, especially from aquaculture. The
development of small processing units in aquaculture and fishing units could also bring a social benefit by employing
more people, especially in rural areas.
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Wages in processing industry had 9.5% of share in total production cost structure and compare to 2011 increased 5%.
Despite the modest annual fluctuations, last three years wages amounted 9% from total income and for 2013 is
forecasted to remain at the same level.

In 2012 the significant rise in other operational cost was observed. It has significant impact to profitability indicators.
At national level transportation and logistics costs increased during 2012, it has an important role in formation of
costs in processing industry. The costs related to increase in other income presumably also affected such rise in this
cost item. In long term other operational costs have 14% of total income, when in 2012 it increased to 18%.

The decline of profitability in 2012 was expected when in 2011 enterprises achieved the record level profits. The
industry generated €25.6 million net profit in 2012. The detailed development of Lithuanian fish processing sector
profitability is shown in table 4.14.2.

Net investments were at the stable level since 2009 and fluctuated around €9.1 million. In 2012 net investments had
a 3% of share in total income. Increased total value of assets with a constant amount of investments decreased
future expectation indicator (FEl) in 2012. Constant decline of FEI was observed since 2008. Despite the decline in this
ratio, amount of designated investments were sufficient to ensure successful market development from 2008 to
2012, including economic crisis period. The decrease in this ratio could be also explained as increased total assets are
not used for investments, but rather kept as reserves for risk management in market fluctuations.
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Figure 4.14.3: Income, costs, wages and labour productivity trends of the Lithuanian fish processing industry sector,
2008-2012

4.14.3 Overview of the Lithuanian fish processing industry sector by size categories

In terms of generated income, Lithuanian fish processing sector is mostly represented by large scale enterprises,
employing more than 250 people. It contributes with 79% to total income, generated by sector. By number of
enterprises, two sectors are equally dominated, 11-49 employees and 50-249 employees respectively. The smallest
segment consisting from micro enterprises, mostly individual companies is characterized by processing its own
produced or cached raw material and often is being excluded from main activity enterprise analysis as far as it
receive a main income from selling fresh production.
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Figure 4.14.4: Lithuanian main structural and economic variables trends by size category, 2008-2012
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As was mentioned before, the largest segment in terms of income (more than 250 employees) is consequently has
the highest impact on economic performance at national level. In 2012 this segment gained €25.8 million net profit
and €48.2 million GVA. From the rest of population, only segment with 11-49 employees obtained losses.
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Table 4.14.3: Economic performance of the Lithuanian fish processing industry sector by size category (indicators in
million €), 2008-2012

Variable 2008 2009 2010 2011 2012

— —
N N
- Oy
- ©
o =)
o =)
S S
ol ol
< <

less than or equal to 10 employees

Total Income 0.3 0.4 4.2 3.4 0.5 ¥ -86% £ 39%
Total production costs 0.5 0.7 4.1 3.3 0.5 ¥ -86% + -14%
Gross Value Added -0.1 -0.2 0.3 0.2 0.0 ¥ -82% £ 133%
Operating Cash Flow -0.2 -0.3 0.1 0.1 0.0 ¥ -108% £ 97%
Earning before interest and tax -0.2 -0.3 0.0 0.0 0.0 = -597% & 94%
Net Profit -0.2 -0.3 0.0 0.0 0.0 ¥ -131% £ 94%
between 11 and 49 employees
Total Income 9.2 10.8 11.7 14.6 9.6 ¥ -34% & 4%
Total production costs 8.0 10.3 10.9 15.8 9.8 F -38% & 22%
Gross Value Added 2.0 1.6 1.7 0.4 0.7 & 84% ¥ -68%
Operating Cash Flow 1.2 0.4 0.8 -1.2 0.2 & 82% ¥ -119%
Earning before interest and tax 0.9 0.2 0.5 -1.7 -0.5 & 67% ¥ -159%
Net Profit 0.3 0.0 0.5 -1.7 -0.6 & 66% ¥ -306%
between 50 and 249 employees
Total Income 60.6 69.6 59.8 57.8 61.7 £ 7% 2%
Total production costs 49.1 62.5 51.5 52.3 58.9 & 12% £ 20%
Gross Value Added 20.5 18.8 18.9 14.2 125 ¥ -12% ¥ -39%
Operating Cash Flow 11.4 7.1 8.3 5.5 2.8 F 49% ¥ -75%
Earning before interest and tax 9.4 5.4 6.4 3.8 0.6 ¥ -83% ¥ -93%
Net Profit 7.4 4.7 6.1 3.5 04 ¥ -88% ¥ -94%
greater than or equal to 250 employees
Total Income 152.9 176.5 222.4  239.1 275.9 & 15% & 80%
Total production costs 116.6 146.1 185.7 184.7 247.3 & 34% & 112%
Gross Value Added 49.4 47.2 52.1 72.8 48.2 F -34% ¥ 2%
Operating Cash Flow 36.4 30.4 36.7 54.4 28.6 ¥ 47% ¥ -21%
Earning before interest and tax 31.8 26.6 33.6 50.7 24.4 ™ 52% F -23%
Net Profit 26.1 24.6 32.4 51.0 258 ¥ 50% ¥ @ -1%

In 2012 the average salary was not strongly depended from the segment size, for instance three from four segments
had the average salary from 7.0 to €8.5 thousand per year, but labour productivity was considerably higher in large
scale processing industry with more than 250 employees.
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Figure 4.14.6: Lithuanian capital productivity, labour productivity and average salary trends, by size category, 2008-2012

4.14.4 Lithuanian seafood trade

In 2012, Lithuanian fish processing industry imported 67.4 thousand tonnes of seafood as raw material for
processing. The total volume of imports was 105.6 thousand tonnes. Almost 40% of imported commodities was from
extra-EU countries with the highest volume from Norway and less amount from Iceland and China. The production
from imported material is exported mainly to EU countries (Figure 4.14.8). The major trade partners for export,
including resale were Germany and Belgium with dried-salted-smoked salmon production, surimi products to France
and prepared or preserved fish products to Latvia.

The trade balance for Lithuanian fishery products was positive from 2008 to 2011, when in 2012 it turned to
negative. Considering only fishery production for human consumption (03, 1604 and 1605 code) and excluding fish
oils for feed production, trade balance remains positive.

Regarding the export development by type of commaodities in 2008-2010 it was clearly dominated by prepared and
preserved fish, whereas from 2011 more variety of production took a significant part of export market. For example
dried-salted-smoked products, mainly from salmonids were constantly increasing and in 2011 reached almost 35% of
export value compare to 4% in 2008. It is notable that these products took a market share from prepared and
preserved products. Quite stable market share was for frozen and fresh fishery products. It is important to mention
that increasing imports of dried-salted-smoked products indicates that the supply for export was also contributed
from resale instead of processing from frozen or fresh raw material.
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Figure 4.14.7: Lithuanian seafood trade balance trends in volume (left) and value (right)
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Figure 4.14.8: Lithuanian seafood imports (left) and exports (right) composition by type of origin/destination: shares in
value
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Figure 4.14.9: Lithuanian seafood imports (left) and exports (right) trends by most relevant trade partners: shares in
value

Imports Cxports
100% 00%
| = — ] — 1 [ | | T
30% 80%
60% %
40% 0%
20% 200
0% 0%
2008 2003 2010 201 2012 2008 2009 2010 2011 2012
Miscollancous small pelagics Carg
M Others m salmon Hake W Sprat (-Bricling)
= Herring mcod W Sardine Mon food use
W Surimi H Other freshwater fish W Other molluscs and aquatic invertabrates W Saithe |=Coaltish)
o Mackerel u Other marine fish u gﬁﬂm oducts u I;;a‘lrllaarklweri androes
u e progucts W Polladi
™ Hal Pollack
- = Ef d - Zdﬁch m Other marine fich m Mackerel
Non food use Rediis m Olhex Nreshiwaler Tish m Hering
m Saithe (=Coalfish) Caviar livers and roes mCud W Surimi
Trout Miscellaneous small pelagics M szlmon B Dthers

Figure 4.14.10: Lithuanian seafood imports (left) and exports (right) trends by most relevant commercial species: shares
in value
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Figure 4.14.11: Lithuanian seafood imports (left) and exports (right) trends by type of products: shares in value

4.14.5 Trends and drivers for change

The main driver for processing industry economic performance and profitability indicators is raw material prices and
at the same the significant part of production costs. At the large scale of Lithuanian processing industry this cost item
is depending on the market prices for the main species as Atlantic salmon, Atlantic hearing and mackerels which are
dependent from aquaculture production demand, natural resources as well as currency exchange rate for the trade
partners. For instance a drop in the Norwegian or Swedish national currency in relation to €, will supply relatively
cheaper material. This could be illustrated by an example when growing demand of aquaculture production thus
increase in prices together with higher exchange rates in 2010-2012 considerably increased costs of raw material.
The currency rate for 2013-2014 is very favourable for Lithuanian processing industry, and it will depend only from
demand driven price of producers. Transport and logistics prices which had a tendency to increase also influence
production price. The drop of energy price in 2014 will expected to slightly decrease a production costs.

Investment subsidies from EMFF funds for processing of own produced aquaculture production with the aim to bring
added value to aquaculture and fishing sectors, is currently very important development trend in Lithuania. Fresh
water aquaculture enterprises started to develop processing units at the enterprise level and began to supply first
quantities of processed production to the local markets and exports at small level. Main species were carp, rainbow
trout and sturgeons. Another recent trend is development of new RAS complexes with processing facilities as well as
retail trade including local restaurants covering the full production chain. Target species are African catfish and
rainbow trout. For reduction of energy costs, which is important cost item in raw material production, RAS
developers, invested in renewable energy sources.

The one of the long term development drivers for improved economic performance and profitability was gradual
export expansion to EU market, instead of choosing CIS countries, which in terms of profitability is more advanced
but trade risk is considerably higher.

Increasing fish consumption in Lithuania in relation to improved marketing measures and better consumer opinion
formation as well as increased household income could be an important factors positively affecting processing
industry which is orientated to the internal market. As matter of fact and last trends, small processing enterprises
with the high vertical integration would be one of beneficiaries.

Implication of EFF funds to marketing and development of production facilities had an increased competitiveness and
consequently increasing production volume and value with a competitive price in EU market.
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4.15 MALTA

4.15.1 General overview of the Maltese fish processing industry sector

While during 2008 and 2009, the number of enterprises in the Maltese fish processing industry amounted to 7
and 10 respectively and during 2010 and 2011, the number of enterprises remained stable with 8 enterprises in
the industry, it has decreased to 6 enterprises in the year 2012. This has been the year with the least number of
enterprises in the sector in a period of 5 years (2008 to 2012). Such decrease can also be reflected in total
turnover of the processing sector. For 2012, the total turnover amounted to €29.6 million, a 21.5% decrease
from 2011’s €37.7 million turnover while turnover for 2012 has increased from 2010 by 28.5%. It should be
emphasized that 67% of the enterprises in Malta’s fish processing industry belong to the smallest enterprise
segment (<10 employees).

Despite the fact that a subsidy scheme was available for enterprises in the Maltese fish processing industry, the
subsidy income has always been reported as zero since 2008.

The year 2012, compared to 2011, demonstrated a significant increase of 89% in FTE employees in the
processing sector that mainly concerned new male employees (160% increase of FTE male employees, 7% of
FTE male employees). Since the number of companies in the industry has decreased during the 2012, then this
shows that new employees were hired by the processing enterprises. Although, the total turnover has
decreased in 2012, such enterprises have invested €7 million in their processing business. This shows that such
enterprises are forecasting that more future economic benefits will flow into the enterprises within the
processing sector and hence this could be one of the reasons of such an increase in FTE employees.

Although in 2011, there were no indication of unpaid labour within the industry, in 2012, €37.5 thousand were
reported as imputed value of unpaid labour. This also reflects an increase in number of workers within the
processing industry. The main reason could be the intensive investment of new equipment by the enterprises.

An interesting fact is that for the period 2008 to 2012, employment per enterprise has increased by 55% while

the average wage has decreased by 56%. However between 2011 and 2012 such trend has improved since
employment per enterprise has increased by 152% while the average wage has decreased by 9% only.
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Table 4.15.1: Maltese fish processing industry sector overview, 2008-2012

~ ~
- -
- )
- =]
=) =]
& S
< <
Variable
Structure (number)

Total enterprises 7 10 8 8 6| -25% = -14%
<10employees 6 5 8 8 4= -50% ¥ -33%
11-49 employees 1 5 0 0 2= 0% = 100%
50-249 employees 0 0 0 0 0= 0% = 0%
2250 employees 0 0 0 0 o= 0% = 0%

Employment (number)

Total employees 56 131 19 32 56 | 75% = 0%
Male employees 53 118 13 16 41|&  156% 7 -23%
Female employees 3 13 6 16 15+ -6% £ 400%

FTE 40 116 15 28 53 | 89% s 33%
Male FTE 36 102 12 15 39 | 160% <= 8%
Female FTE 4 14 3 13 14 | 8% £2.250%

Indicators

FTE per enterprise 5.7 11.6 1.9 3.5 8.8|4  152% £ 55%
Average wage (thousand €) 33.2 20.1 18.7 16.2 14.7|+ 9% ¥ -56%
Labour productivity (thousand €) 160.3 -120.8 1,461.9 154.8 172.8 | 12% = 8%
Unpaid work (%) 9.5 11.9 19.8 0.0 4.8|= 0% = -50%
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Figure 4.15.1: Maltese employment trends, 2008-2012

202



4.15.2 Economic performance of the Maltese fish processing industry sector

Given the fact that the number of enterprises in Malta’s fish processing industry has decreased by 25% from
2011 to 2012, the total turnover for 2012 (€29.6 million) has also decreased by 22% when comparing it to 2011
(€37.6 million). This shows that the trend in turnover remained the same.

Despite the fact that the total turnover for 2012 has decreased by 22%, the enterprises managed to increase
their net profits by 158% from 2011. Similar increase can also be reflected in gross value added (111%),
operating cash flow (116%) and earnings before interest and tax (141%). This positive economic performance of
the Maltese fish processing industry was mainly derived out of the intensive net investment (€7 million)
contributed by the enterprises in this industry during 2012. Such investment led the result of cost effectiveness.
Total value of assets has increased by 50% while debt has also increased by 51% when comparing it to 2011.

The 2012 performance indicators also show a positive economic performance in the Maltese fish processing
industry sector. Such performance indicators demonstrate 118.9% capital productivity, 105.3% return of
investment, 74% financial position and 106.3% future expectation indicator.

w 35 Net Profit
C
Rl
= EBIT
£ 30
GVA
25
Fish and other raw material
20 Other operational costs
15 M Energy costs
M Imputed value of unpaid labour
10
Wages and salaries of staff
> Subsidies
0 Other income
Income Costs GVA EBIT Net profit
Turnover

structure structure

Figure 4.15.2: Economic performance of the Maltese fish processing industry sector, 2012
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Table 4.15.2: Economic performance of the Maltese fish processing industry sector, 2008-2012

2008

Variable

Income (million €)

2009

2010

2011

2012

Turnover 37.0 37.4 23.0 37.7 29.6|¥ -22% ¥  -20%
Otherincome 0.0 0.0 0.0 0.0 0.0/== 0% = 0%
Subsidies 0.0 0.0 0.0 0.0 0.0|= 0% = -100%
Total Income 37.0 37.4 23.0 37.7 29.6|%  -22% V  -20%
Expenditure (million €)

:q”;::;:f fz:f;i:ﬁi‘::e”aw 21.8 39.4 0.0 31.7 17.9|%  44% ¥ -18%
Wages and salaries of staff 1.2 2.1 0.2 0.5 0.7|4&  64% F  -38%
Imputed value of unpaid labour 0.1 0.3 0.1 0.0 0.0|== 0% =+ -70%
Energy costs 0.3 0.4 0.3 0.6 0.6 6% <& 102%
Other operational costs 8.5 11.6 0.7 1.0 1.9 83% -78%
Total production costs 31.9 53.8 1.4 33.8 21.2|%  37% ¥ -34%
Capital Costs (million €)

Depreciation of capital 1.8 3.8 0.5 0.5 03|¥ -49% +F -85%
Financial costs, net 0.9 1.5 0.1 0.3 0.1 -62% + -89%
Extraordinary costs, net 0.1 0.2 0.0 0.4 6.3|& 1514% £ 7082%
Capital Value (million €)

Total value of assets 8.6 14.0 2.7 5.1 7.7&  51% ¥ -11%
Net Investments 13 0.3 1.3 1.4 8.5/  489% & 546%
Debt 17.9 31.3 2.3 3.8 5.7|&  50% ¥  -68%
Performance Indicators(million €)

Gross Value Added 6.4 -14.0 21.9 4.3 9.2 111% < 43%
Operating Cash Flow 5.1 -16.3 21.6 3.9 8.4|&  116% £ 64%
Earning before interest and tax 3.3 -20.1 21.2 3.4 8.1|& 141% & 145%
Net Profit 2.4 -21.6 21.0 3.1 8.0|£~ 158% < 235%
Capital productivity (%) 74.5 -100.1 817.6 85.0 118.9

Return on Investment (%) 38.5 -143.7 789.1 66.0 105.3

Financial Position (%) 207.5 223.4 86.1 74.4 74.0

Future Expectation Indicator (%) -5.8 -25.1 30.4 18.0 106.3
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Figure 4.15.3: Income, costs, wages and labour productivity trends of the Maltese fish processing industry sector, 2008-
2012

4.15.3 Overview of the Maltese fish processing industry sector by size categories

During 2012, 4 enterprises were categorised under segment 1 (enterprises employing less than 10 employees)
while the other 2 enterprises were categorised under segment 2 (enterprises employing between 11 and 49
employees). In 2010 and 2011 all enterprises in the Maltese fish processing industry sector were categorised
under segment 1. Since 2008, none of the enterprises in the Maltese fish processing industry sector has
employed more than 49 employees.

During 2012, 73% of the total turnover (€21.5 million) was achieved by segment 1 while only 27% (€8 million)
was achieved by segment 2. This is due to the fact that 67% of the enterprises in the Maltese fish processing
industry sector are categorised under segment 1. In 2010 and 2011 the whole turnover was categorised under
segment 1 with €23 million and €37.7 million, respectively.

Despite the fact that the enterprises in segment 1 has decreased from 8 to 4 enterprises from 2011 to 2012, the
FTE employees in segment 1 of the Maltese fish processing industry sector has increased from 28 to 36 FTE
employees from 2011 to 2012. The main increase is due to an increase of 73% in the male employees. FTE
employees under segment 2 were reported to be 17 in 2012.

Although in 2011, there were no indication of unpaid labour within the industry, in 2012, 23% of the total
imputed value of unpaid labour were categorised under segment 1 while 77% under segment 2. This implies
that under segment 2, more unpaid labour hours are being invested in the industry and hiring fewer employees
while under segment 1, more employees are hired and less unpaid labour hours are being invested. The former
could be a strategy to attract higher net profits.

Even though, in segment 1, there was a decrease in total turnover of 43% from 2011 to 2012, the economic

performance of this segment is positive. This is due to the fact that gross value added has improved by 51% over
2011, operating cash flow has improved by 54%, earnings before interest and tax has improved by 70% and net
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profit has improved by 82% over 2011. In 2012, the high increase in net profit has resulted from a reduction of
54% in production costs. For the years 2008 to 2012, the trend also shows a positive increase in the economic
performance of the Maltese fish processing industry under segment 1.

The same trend is being reflected in segment 2. Between 2008 and 2012, segment 2 reports an increase in gross
value added of 151%, operating cash flow has improved by 564%, earnings before interest and tax has improved
by 324% and net profit has improved by 226%.

In a nut shell, the economic performance of the Maltese fish processing industry sector is improving under both
segments.
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Figure 4.15.4: Maltese main structural and economic variables trends by size category, 2008-2012
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Figure 4.15.5: Maltese income and cost structure, by size category, 2012

Table 4.15.3: Economic performance of the Maltese fish processing industry sector by size category (indicators in
million €), 2008-2012

Variable 2008 2009 2010 2011 2012

A (2011-12)

less than or equal to 10 employees

Total Income 21.4 24.4 23.0 37.7 21.5 "  -43% 1%
Total production costs 16.6 28.5 1.4 33.8 15.6 ™ -54% ¥  -6%
Gross Value Added 5.4 -2.9 21.9 4.3 6.5 & 51% & 22%
Operating Cash Flow 4.8 4.2 21.6 3.9 6.0 & 54% £ 26%
Earning before interest and tax 4.4 5.5 21.2 3.4 57 & 70% £ 31%
Net Profit 4.3 -6.1 21.0 3.1 5.7 & 82% £ 33%
between 11 and 49 employees
Total Income 15.6 13.1 8.0  -49%
Total production costs 15.3 25.2 5.6 = -63%
Gross Value Added 1.0 -11.1 2.6 4 151%
Operating Cash Flow 0.4 -12.2 2.4 A 564%
Earning before interest and tax -1.1 -14.6 2.4 A 324%
Net Profit -1.9 -15.6 2.4 A 226%
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Figure 4.15.6: Maltese capital productivity, labour productivity and average salary trends, by size category, 2008-2012

4.15.4 Maltese seafood trade

Generally most bluefin tuna and swordfish caught by Maltese long-liners are exported to foreign markets. Most
seafood processed by Maltese fish processing enterprises are either purchased locally as fresh or imported from
other countries. The seabass and gilthead seabream are exported whole mainly to central and north Italy. The
bluefin tuna are exported fresh or frozen to Asian markets, mainly Japan.

During 2012, €54.7 million of seafood was exported to EU Member States and to Extra-EU countries. This shows
an increase of 8% over the year 2011 for which the export sales of seafood amounted €50.7 million. Between
2008 and 2012, the year 2008 was the year in which the highest value of seafood was exported to other EU
Member States and to Extra-EU countries (€88.3 million).

During 2012, €40.7 million of seafood were imported to Malta. This shows an increase of 185% over 2011 for
which the import value of seafood amounted to €14.3 million. In 2009 and 2010 the import value of seafood
amounted to €18.8 million and €14.4 million respectively. Malta had a decrease in importation of seafood
between 2009 and 2011 but during 2012, it had increased such importation as much as it was imported in 2008.
The year 2012 is the second best year of importation after 2008.

Although the exportation of seafood has always been higher than the importation of seafood (with the

exception of 2009), Malta had the highest trade balance in 2010 and since then it had experienced a drop in
such balance. This is due to the higher demands for fish products from the tourist industry.
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Figure 4.15.7: Maltese seafood trade balance trends in value

Since 2008, Malta has been exporting a high majority of the seafood to Extra-EU countries. In 2012, 15% of the
exportation was delivered to other member states while 85% were exported to countries outside the European
Union. Malta has exported most of the seafood to Japan and Italy.

The majority of the importation of the seafood to Malta is imported from other EU Member States. In 2012,
75% of the importation of seafood was imported from other EU Member States. In the last few years, Malta has
been importing such seafood mainly from Italy and Spain. The trend towards such importation from these two
countries has been increasing over time.

Importvalue Exportvalue
100% 10046
90% aC%
820% 8%
70% 7C%
60% BlY%
50% 5%
40% 4%
30% 3C%
20% 20%
10% 10%
0% %
2008 2009 2010 2011 2012 2008 2009 2010 2011 2012
M Extra-EU mEU B Extra-EU mEU

Figure 4.15.8: Maltese seafood imports (left) and exports (right) composition by type of origin/destination: shares in
value
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Figure 4.15.9: Maltese seafood imports (left) and exports (right) trends by most relevant trade partners: shares in value
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Figure 4.15.10: Maltese seafood imports (left) and exports (right) trends by most relevant commercial species: shares in

value

In 2012, 80% of Maltese exportation was exported as frozed seafood, 19% was exported as fresh food while 1%
was exported as prepared preserved. In 2012, 50% of the importation of seafood is fresh, 26% prepared
preserved seafood while the remaining imports consisted of frozen or dried-salted-smoked seafood.
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Figure 4.15.11: Maltese seafood imports (left) and exports (right) trends by type of products: shares in value

4.15.5 Trends and drivers for change

The Maltese fish processing sector is mostly represented by enterprises, whose main products are preserving
and processing of tuna, shrimps, other marine fish and other products. The processed seafood is mainly
exported to the Great Britian and Italy. However Malta exports processed fish to several other EU member
states and Extra EU countries such as Denmark, Spain, The Netherlands, Belgium and Libya.

In recent years, the trend in processing sardines has been decreasing while the trend for processing shrimps has
been increasing. The trend for caviar, makarel and salmon remained stable.

Due to change in demand and production, in 2012, some enterprises in the Maltese fishing process industry
have replaced their old equipment with the latest technology. Such modernization is helping these enterprises
to diversify their products, improve quality of the production and increase productivity. Hence the Maltese fish
processing enterprises will be able to beat the challenges of foreign competition.
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4.16 NETHERLANDS

4.16.1 General overview of the Dutch fish processing industry sector

In 2012 the Dutch fish processing industry consisted of 84 enterprises with a total turnover of €775 million. The
main product segments are flatfish, shrimp and mussels, for which the raw material is sourced from the North
Sea and Wadden Sea. Also the processing of salted herring is an important product for the Dutch processing
industry, although nearly all raw material is imported from countries in Northern Europe. Besides these
traditional products, an increasing volume of imported species such as pangasius and tropical shrimp is sourced
by Dutch enterprises for processing and trading. The Dutch fish processing and wholesaling industry as a whole
has an important function as trading hub for other EU countries. The declining catches of some traditional
species, and growing diversity of fish products on the EU market, have resulted in growing imports of fish
products. The reliance of the Dutch processing industry on domestic catches has become rather limited. In The
Netherlands processing becomes more and more integrated with trading activities. Therefore it is often difficult
to distinguish processing enterprises from wholesalers or traders.

Most traditional fish processing enterprises are situated around the main fish auctions near the North Sea like
IJmuiden or Scheveningen, and in the city of Urk at Lake lJsselmeer. Nearly all mussel processing enterprises are
based in Yerseke in the South of the Netherlands were also the only auction for mussels is located. The Dutch
processing sector has an important position in the processing of flatfish which is mainly exported to countries in
Southern Europe, especially to Italy. The main export markets for shrimp (not only domestically caught but also
imported tropical shrimp) are Belgium, France and Germany. Mussels are mainly exported to Belgium and
France. Besides these products, there is a wide variety of other products that are exported to many different
countries.

Table 4.16.1 and figure 4.16.1 provide an overview of the Dutch fish processing industry including the size of the
enterprises and the level of employment. Most enterprises in the Dutch fish processing industry are small and
have less than 10 employees. Based on the data from the period 2008-2012 there are no enterprises with more
than 250 employees. In the Netherlands however, there are several processing enterprises with more than 250
employees. These enterprises do process fish but fish processing is not their main activity, and they are more
involved in trading activities.
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Table 4.16.1: Dutch fish processing industry sector overview, 2008-2012

~ ~
- -
- )
- =]
=) =]
< <
< <
Variable

Structure (number)

_ Totolenterprises 101 85 8 88 84V 5% V7%
<10 employees 54 47 48 39 35 -10% = -35%
11-49 employees 34 33 30 33 33|= 0% ¥ -3%
50-249 employees 13 15 11 16 16|= 0% = 23%
2250 employees 0 0 0 0 o= 0% = 0%

Employment (number)

Total employees 2,953 3,453 3,218 3,253 3,567 | 10% <= 21%
FTE 2,335 2,775 2,506 2,537 2,469 3% £ 6%

Indicators
FTE per enterprise 23.1 32.7 28.2 28.8 29.4 | 2% £ 27%
Average wage (thousand €) 37.8 37.5 41.5 42.2 41.8|% 1% s 11%
Labour productivity (thousand €) 61.2 54.2 59.4 57.0 55.5% 3% 9%
Unpaid work (%) 0.1 0.1 0.1 0.1 0.1+ -13% £ 40%

Between 2008 and 2012 the number of processing enterprises slowly decreased from 101 to 84 enterprises. The
main explanation for the declining number of fish processing enterprises is that in the period 2008-2012 some
enterprises switched from fish processing to fish wholesaling or trading as the main activity. These enterprises
therefore are not characterised as fish processor, but still process fish. The number of enterprises with 11-49
employees and 50-249 employees remained rather stable during 2008-2012. The number of enterprises with
less than 10 employees however decreased from 54 in 2008 to 35 in 2012, a decrease of 35%. Compared to
2011 the decrease of the enterprises with less than 10 employees in 2012 was 10%. Reasons for this decline are
that some enterprises increased their number of employees, or that these companies had fish wholesaling or
trading as their main activity.

Both the number of employees and FTE showed an overall increase in the period between 2008 and 2012: the
total number of employees increased by 21% and the total FTE increased by 6%. The small increase in FTE and
the fact that the number of (bigger) enterprises almost remained stable, indicate that the total FTE per
enterprise increased with around 2%. Labour productivity however decreased with 3% between 2011 and 2012.
In the Netherlands no distinction is made between male and female employees in the collection of data
regarding the number of employees and the number of FTE.
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Figure 4.16.1: Dutch employment trends, 2008-2012

The wages in 2012 were almost identical to those in 2010 and 2011, around €42 thousand per FTE. The average
wage in 2010 to 2012 was lower than in 2008 but higher than in 2009. The low average wage in 2009 can be
explained by the economic downturn in 2009 and the remarkably increase in the number of FTE.

4.16.2 Economic performance of the Dutch fish processing industry sector

Information about the economic performance can be found in table 4.16.2, and figures 4.16.2 and 4.16.3. In the
period 2008-2012 the Dutch fish processing sector on average was profitable. During this period the net profit
decreased by 56%, from almost €47 million in 2008 to €21 million in 2012. Both total income and production
cost increased in the above mentioned period, production cost however showed a stronger increase (7% vs.

11%).
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Figure 4.16.2: Dutch economic performance of the fish processing industry sector, 2012

The income structure in 2011 is comparable with previous years. Subsidies and other income are only a very
small part of the total income. The Netherlands spent only 2% of their total EFF budget between 2007 and 2013
on fish processing and marketing. In 2012 the turnover accounted for 99% of the total income (see table
4.16.2). The total income decreased with 4% compared to 2011. Also the total production cost showed a
decrease in 2012 with 4% (see figures 4.16.3 and figures 4.16.4). Most of the production cost goes to the
purchase of raw material, around 70% in general. Because of this reason the purchase of raw material is the
main contributor to the drop in the total production cost. These cost decreased with 5% in 2012 compared to
2011. Compared to the 2008-2012 average there is still a 10% increase in the cost of raw material. Purchases of
raw material as share of the total production cost are relatively stable in the period 2008-2012 and ranged from
67% to 72% of the total production cost. Other production cost remained relatively stable during this period.
The decrease in total income and wages and salaries resulted in a lower Gross Value Added and Operating Cash
Flow. The net investments fluctuate a lot among years and are mostly influenced by restructuring of
enterprises. In some years this caused negative investments in specific segments.
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Table 4.16.2: Dutch economic performance of the fish processing industry sector, 2008-2012

Variable 2008 2009 2010 2011

Income (million €)

Turnover 712.3 689.0 704.4 803.7 775.4|F 4% 9%
Otherincome 11.4 16.2 3.7 10.7 39|  -64% ¥ -66%
Subsidies 1.6 0.4 0.5 0.1

Total Income 725.3 705.6 708.6 814.6 779.3|F 4% £ 7%
Expenditure (million €)

;”ar::::fjf;srz;;ii‘::erraw 504.5 479.3 4728 5849 554.6|F 5% & 10%
Wages and salaries of staff 88.2 104.0 104.0 106.9 103.1|+ 4% & 17%
Imputed value of unpaid labour 0.0 0.1 0.1 0.1 0.1|+ T% & 76%
Energy costs 9.7 10.7 9.4 10.8 9.7|+ 9% = 0%
Other operational costs 66.5 64.7 77.1 74.2 78.0|x 5% & 17%
Total production costs 669.0 658.7 663.4 776.8 745.5| 4% £ 11%
Capital Costs (million €)

Depreciation of capital 16.1 19.3 18.4 18.5 174+ -6% 8%
Financial costs, net -6.9 -8.2 5.3 4.3 4.4 -3% £ 35%
Extraordinary costs, net 1.2 -1.1 -0.3

Capital Value (million €)

Total value of assets 638.7 973.2 529.2 709.2 595.2|% -16% ¥ 7%
Net Investments 2.5 77.7 3.8 89.1 239  -73% & 870%
Debt 355.1 359.2 368.9 464.0 326.0|¥ -30% ¥ -8%
Performance Indicators(million €)

Gross Value Added 143.0 150.5 148.9 144.6 136.9|% 5% 4%
Operating Cash Flow 56.3 46.9 45.2 37.7 338  -11% ¥ -40%
Earning before interest and tax 40.2 27.6 26.9 19.2 164 -15% ™% -59%
Net Profit 47.1 35.8 32.2 23.5 208/  -11% ¥ -56%
Capital productivity (%) 22.4 15.5 28.1 20.4 23.0

Return on Investment (%) 6.3 2.8 5.1 2.7 2.8

Financial Position (%) 55.6 36.9 69.7 65.4 54.8

Future Expectation Indicator (%) -2.1 6.0 -2.8 10.0 1.1
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Figure 4.16.3: Income, costs, wages and labour productivity trends of the Dutch fish processing industry sector, 2008-
2012

4.16.3 Overview of the Dutch fish processing industry sector by size categories

Figures 4.16.4, 4.16.5, 4.16.6 and table 4.16.3 show the main structural and economic variables for the
processing industry per size category. The number of enterprises were subdivided into 4 size categories. Due to
confidentially reasons it was not possible to make the same subdivision per size category for most of the
economic variables for the Dutch processing industry. Instead of having four size categories the categories 0-10
employees and 11-49 employees were aggregated and put in the category 11-49 employees.

0-49 employees size category

The number of FTE’s in enterprises with 0-49 employees amounted to 745 FTE’s in 2012, around 30% of the
total FTE’s in the processing industry sector. The number of enterprises and total FTE’s in this size category
decreased in time. Total income was €269 million in 2012, €6 million less than 2011 (-8%). The overall decrease
in income between 2008 and 2012 amounted to 27%. The same pattern was found for production costs. The
production costs in 2012 were €258 million, a decrease of €15 million compared to 2011 (-6%) and €67 million
compared to 2008 (-21%). Between 2008 and 2012 the enterprises in this size category were profitable. The
highest net profit, €37.8 million, was realized in 2008 but decreased during the years to €8.8 million in 2012 (a
total decrease of 77%). The average salary varied between €32 thousand and €41 thousand.

50-249 employees size category

The number of FTE’s in enterprises with 50-249 employees amounted to 1,724 in 2012, around 70% of the total
FTE’s in the processing industry sector. Between 2008 and 2012 the number of FTE’s had increases while the
number of enterprises did not change a lot. Also total income and total production costs increased for this size
category in the same period with both 42%. Between 2008 and 2012 total income increased from €358 million
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to €506 million and production costs from €344 million to €488 million. The net result decreased by 13% from
€9.3 million in 2008 to €8.1 million in 2012. The average salary varied between €40 thousand and €45 thousand.
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Table 4.16.3: Economic performance of the Dutch fish processing industry sector by size category (indicators in million
€), 2008-2012

Variable 2009 2010 2011 2012

between 11 and 49 employees

Total Income 367.7 300.3 3054 292.8 269.0 %W 8% W -27%
Total production costs 324.5 263.2 2781 2729 2575 6% WV -21%
Gross Value Added 75.8 77.0 72.6  53.9 40.1 ¥ -26% " -47%
Operating Cash Flow 43.2 37.1 27.3 19.9 11.5 ™ -42% = -73%
Earning before interestandtax  35.2 28.8 18.3 13.0 6.7 ™ -49% = -81%
Net Profit 37.8 31.8 21.0 15.6 8.8 -44% W -77%
between 50 and 249 employees
Total Income 357.5 405.3 403.2 521.7 5064 % -3% & 42%
Total production costs 344.4 395.5 385.2 503.9 488.0 %W -3% &  42%
Gross Value Added 67.2 73.6 76.3 90.7 92.9 i 3% £~  38%
Operating Cash Flow 13.1 9.8 18.0 17.7 18.4 i 4% £~ 40%
Earning before interest and tax 5.0 -1.2 8.6 6.1 58 % 5% £ 15%
Net Profit 9.3 4.0 11.1 7.8 8.1 i 4% = -13%
Capital productivity Labour productivity Average Salary
35% ¥ 8 w 30
T T 4 m <10 employees
0 s 70 5
0% 3 3 40 11-49 employees
£ 60 £
25% = 35 50-249 employees
50 30
20% > 250 employees
40 25
15%
30 20
10% 15
5% * 10
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Figure 4.16.6: Dutch capital productivity, labour productivity and average salary trends, by size category, 2008-2012
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4.16.4 Dutch seafood trade

The figure in 4.16.7 gives an overview of the Dutch seafood trade. The Netherlands can be seen as a European
trading hub. Import volumes and export volumes increased by 20% and 10% respectively between 2008 amd
2012. A substantial part of the imported seafood product is re-exported directly. However, the increasing
imports indicate that companies increasingly source fish from outside the EU for their processing activities.
These processed products were exported again or used for local consumption. Import and Export volumes did
not differ much in 2012. Around 861 thousand tonnes of seafood were imported and around 831 thousand
tonnes were exported. Also for the years between 2008 and 2011 the import and export volume difference did
not differ much, less than 10%. The trade of processed imported and domestic seafood led to a higher export
value. Between 2008 and 2012 the exported values of exported seafood products were much higher than the
import values. There was a positive trade balance between €375 million and €250 million. Exported seafood
products were worth around over €2.7 billion in 2012. Imported seafood products amounted for €2.4 billion.
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Figure 4.16.7: Dutch seafood trade balance trends in volume (left) and value (right)

Between 2008 and 2012 around 60% of the import value of seafood was assigned to countries from outside the
EU (figure 4.16.8, 4.16.9 and 4.16.10). In 2012 the most important extra-EU countries the Netherlands imported
from were Iceland (€274 million, mainly cod and coalfish), Norway (€134 million, mainly cod, coalfish and
salmon), Russia (€112 million, mainly cod and haddock) and China (€99 million, mainly tilapias and monkfish).
The most important intra-EU countries were Germany (€371 million, mainly pelagic fish species and cold water
shrimps), Belgium (€168 million, mainly salmon, sole and shrimps and prawns) and Denmark (€149 million,
mainly cod and salmon).

Based on export value around 80% of the Dutch (processed) seafood products were sold to intra-EU countries
between 2008 and 2012. In 2012 the most important intra-EU import countries were Germany (around €450
million, mainly flatfish, shrimps and prawns), Belgium (around €395 million, mainly cold water shrimps and
mussels) and France (around €375 million, mainly cod, shrimps and prawns). The most important extra-EU
countries were Nigeria (around €145 million, mainly pelagic fish species) and Egypt (around €80 million, mainly
pelagic fish species).
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Figure 4.16.8: Dutch seafood imports (left) and exports (right) composition by type of origin/destination: shares in value
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Figure 4.16.9: Dutch seafood imports (left) and exports (right) trends by most relevant trade partners: shares in value
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Figure 4.16.10: Dutch seafood imports (left) and exports (right) trends by most relevant commercial species: shares in
value
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Figure 4.16.11: Dutch seafood imports (left) and exports (right) trends by type of products: shares in value

4.16.5 Trends and drivers for change

The Netherlands is becoming more depending on imported seafood products. Between 2008 and 2012 the total
Dutch import value of fish products increased by almost 40% from 1.8 billion to 2.5 billion euro. However, not
all imported fish products will be processed. Where species like salmon are imported and processed (smoked) in
the Netherlands, imports of species like cod and pangasius are not processed but traded directly to other EU
countries through the harbour of Rotterdam. The processing industry is getting more familiar with trading
business. It is expected that trading will grow in importance and become the main business for some processors
in the coming years.
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The landings of the main Dutch fish species will influence the performance of the fish processing industry.
Provisional data for 2013 and 2014 show increased fisheries landings in the Netherlands. Mainly plaice and sole
landings increased a lot. It is expected that the landings of plaice will grow further in 2015, but sole landings will
decrease because of the declining quota for this species. The increased plaice landings and the additional price
decrease will cause a decreased use of usually cheaper plaice substitutes like rock sole or yellowfin sole in the
processing industry.

An important driver for the Dutch fish processing industry is sustainability certification. Already quite a few
fisheries have been certified by the Marine Stewardship Council (MSC). In 2015 Dutch supermarkets have the
ambition to only sell fish products that are certified by MSC, the Aquaculture Stewardship Council (ASC) or an
equivalent certification programme. At least for supermarkets and large food service companies in the
Netherlands, sustainable caught or farmed fish is becoming a market access requirement. Many Dutch
processing companies already sell certified seafood products. Because most of the processed fish products in
the Netherlands are exported to Southern Europe where sustainability certification is not an important issue
(yet), a large part of the processed products are still not certified sustainably. In the next few years the
emphasis on sustainable certification is likely to remain.

Clearly the reform of the Common Fisheries Policy will have an effect on the processing industry in the coming
years. The ban on discards for instance might create an additional source for processing enterprises, although it
is not clear if the processing enterprises can use the discarded fish for human consumption. Together with the
reform of the CFP also the new Common Market Organisation is implemented. For the Dutch fish processing
industry it will be essential to maintain its competitive position. Still most of the enterprises are relatively small,
and in the future can get difficulties to compete with large international enterprises. The advantages of the
processing industry in the Netherlands such as the knowledge about logistics and distribution, and the
understanding of the dynamics in the world market, should be further explored to maintain its position in the
EU. This however could implicate that the focus will be more on trading instead of processing of fish products.
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4.17 POLAND

4.17.1 General overview of the Polish fish processing industry sector

In 2012 there were 257 fish processing companies involved in fish processing approved by the General
Veterinary Inspectorate to intra-community trade according to Council Regulation (EC) no. 853/2004 and to
direct sales in the internal market in accordance with the regulation of the Minister of Agriculture and Rural
Development of December 29, 2006. 196 of them defined the primary production under the NACE Code 10.20.

The remaining ones were involved in fish business, but as a secondary activity. In the period 2008-2012 there
was a fluctuating trend in the number of processing plants as a result of both the formation of new businesses,
consolidation and changes in companies already working, as well as the uncertainties relating to population
data. The share of enterprises for which fish processing was not the main activity represented 23-25% of the
total number of processing firms. In terms of the number of employees, Polish processing industry with the fish
production as main activity is dominated by small and micro sized firms. In 2012 the largest number of plants
(39% of total) employed between 11 and 49 persons, then 28% less or equal than 10, 25% between 50 and 249
and 8% employed greater or equal than 250 people.

The distribution of processing activity across Poland remained consistent with previous years. There is a
continued dominance of processing activity in the coastal region in Pomorskie and Zachodniopomorskie
voivodeships where about 60% of Polish fish processing industry was located.

In 2012 the production of fish processing industry defined as the main activity increased to 410.6 thousand
tonnes (by 13.0% compared to 2011) and reached €1.57 billion.

The most important group of products in terms of volume was prepared and preserved fish with the share of
48.6% of the total production. The production of fish prepared and preserved increased by 1.5% compared to
the previous year and 3.2% compared to the 2008. Processed or preserved herrings covered 50.7% of
production in this group of products. The production of processed and preserved herring increased by 10.5%
compared to the previous year. The second largest group was smoked fish with a 20.4% share in production
volume. The production of smoked fish increased by 11.0% compared to the previous year. In this group the
largest share of 62.2% had smoked salmon which production increased by 35.5%.

Other groups of products had a smaller share of production volume. Frozen fish, filets and fish meat covered
16.9% of the volume of total production, fresh or chilled fish, filets and fish meat 5.5%, salted fish 4.6% and
meals and other inedible fish products 3.9%. In terms of value smoked fish were the most important covering
41.7% of the total value, while prepared and preserved covered 40.3%. Frozen and fresh products make up for
9.2% and 5.5%, respectively, while salted for 3% and meals and other inedible fish products for 0.4%.

The Polish fish processing industry was highly concentrated. In 2012 most of production (57.3% of volume and
72.8% of value) was concentrated in 16 large fish processing companies with more than 250 employees.

In 2012, despite the decrease in the number of enterprises, the average number of employees increased to
15,972 (by 1%) compared with the previous year. As in previous years the majority of the employed (67%) were
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women and the number of female employees increased by 1% compared to the previous year and did not
change compared to 2008.

Most employees worked full-time and FTE amounted to 15,088. FTE demonstrated a decreasing tendency from
2008. The average size of the enterprises measured by the number of FTE was 77 employees and increased by
3.3 FTE from the previous year.

The average salary per employee (in FTE) per year reached €10.3 thousand and increased by 5% and 9%
respectively from 2011 and 2008. But the labor productivity decreased compared to the previous year and to
2008, respectively by 2% and 1%. Both the average salary and labor productivity seems lower in comparison to
the old EU countries.

Table 4.17.1: Polish fish processing industry sector overview, 2008-2012

~ ~
- -
- )
- =]
=) =]
S S
< <
Variable
Structure (number)

Total enterprises 188 200 196 205 196 | 4% £ 4%
<10 employees 51 54 49 59 54 -8% £ 6%
11-49 employees 69 80 81 85 77 9% = 12%
50-249 employees 52 50 51 47 49 | 4% ¥ -6%
2250 employees 16 16 15 14 16 |4 14% = 0%

Employment (number)

Total employees 16,105 15,931 15,983 15,788 15,972 | 1% ¥ -1%
Male employees 5,444 5,051 5,049 5,196 5,303 | 2% ¥ -3%
Female employees 10,661 10,880 10,934 10,592 10,669 | 1% = 0%

_FE_ 15580 15351 15348 15108 15088/— 0% ¥ 3%
Male FTE 5,353 4,922 4,909 5,038 5,092 | 1% ¥+ -5%
Female FTE 10,227 10,429 10,439 10,070 9,996+ 1% " 2%

Indicators
FTE per enterprise 82.9 76.8 78.3 73.7 77.0 | 4% ¥ 7%
Average wage (thousand €) 9.4 8.4 9.7 9.8 10.3 |4 5% £ 9%
Labour productivity (thousand €) 16.1 16.1 15.1 16.3 16.0|¥ 2% -1%
Unpaid work (%) 0.0 0.0 0.0 0.0 0.0|= 0% = 0%
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Figure 4.17.1: Polish employment trends, 2008-2012

4.17.2 Economic performance of the Polish fish processing industry sector

In 2012 the economic performance of fish processing industry in Poland was good but the increasing costs of
raw materials affected the profitability of the industry. The total income increased to €1.93 billion, by 7%
compared to the previous year and 29% compared to 2008. Turnover created nearly the whole total income and
share of subsidies and other income did not exceed 1%. Total production costs increased to 95% of the total
income.

The greatest amount of total production costs (73%) was represented by the purchase of raw materials and
other products needed for the production and resale in the same condition. The second cost item was
represented by other operational costs (18%). The third by labor costs (8%), and the last by energy costs (1%).
The share of labor costs seems lower in comparison to the other EU countries and explains why Danish,
Germans or French companies located their fish processing in Poland.

The fastest rate of growth of production costs were energy costs, by 43% compared to 2008 but were stable in
2011-2012. The costs of fish and other raw material for production increased by 7% compared to the previous
year and by 37% compared to 2008. The rising cost of raw materials for processing fish was determined mainly
by increases in the prices of raw materials on world markets. Other operational costs increased by 17% and
30%, respectively to previous year and 2008. The slowest rate of growth was labor costs by 5% and 6%,
respectively to previous year and 2008.

Capital costs decreased to 2% of the total income. From 2010 depreciation demonstrated an increasing trend as
a result an increasing total value of assets.

Financial and extraordinary costs net showed irregular changes, related to the financial needs of the companies

and unexpected gains and loss. In general, the income structure does not show relevant differences in all the
analyzed years.
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In the whole period total assets demonstrated an increased trend by 2% and 18%, respectively to 2011 and
2008. But net investment decreased by 31% compared to the previous year due to the exhaustion of the
allocation of EU aid from the EFF. Also the future industry Expectations indicator decreased and was estimated
at 1.7%.

In 2012 was still in a safe financial and economic situation.The contribution of fish processing to the national
economy generated in the processing of fish, measured by Gross Value Added (GVA) indicator amounted to
€241.8 million and decreased by 2% compared to the previous year but only by 4% compared to 2008.

The amount of cash companies generate from its operations, measured by Operating Cash Flow (OCF) indicator,
amounted to €95.8 million and decreased by 11% compared to the previous year and by 13% compared to
2008.

Earnings before interest and taxes (EBIT) was equal to about €54.6 million, showing a decrease by 21%
compared to the previous year but a slight decrease by 30% compared to 2008.

As a result of increase in turnover and significant reduction of financial costs net profit increased to €47.5
million, by 43% compared to the previous year.

The fish processing recorded a slight decrease in capital productivity to 19.9%. Also return of investment
indicating the sector’s ability to innovate and investments decreased to 4.5%.

During the whole period fish processing activity was mainly financed by borrowed capital. The share of external
financing of fish processing increased to 61.8% in 2012.

In 2012, the turnover attributed to fish processing by the companies which processed fish as a secondary
activity was €114 million. This was an increase by 29% compared with the previous year and by 4% decrease
compared to 2008.
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Figure 4.17.2: Economic performance of the Polish fish processing industry sector, 2012
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Table 4.17.2: Eonomic performance of the Polish fish processing industry sector, 2008-2012

Variable 2011

Income (million €)

Turnover 1,494.5 1,479.0 1,685.5 1,801.8 1,934.8 | 7% & 29%
Otherincome 12.3 12.0 13.3 13.4 87| -35% % -29%
Subsidies 5.8 7.0 7.4 9.5 9.5|= 0% £ 63%
Total Income 1,512.6 1,498.0 1,706.1 1,824.7 1,952.9 7% & 29%

Expenditure (million €)

Purchase offish and other raw

material for production 985.5 985.5 1,164.3 1,263.9 1,349.0| 7% & 37%
Wages and salaries of staff 146.8 128.3 149.5 147.6 155.5| 5% 6%
Imputed value of unpaid labour 0.1

Energy costs 17.4 22.0 22.7 24.9 25.0/= 0% £ 43%
Other operational costs 252.8 236.9 280.5 280.5 327.6) 4 17% £ 30%
Total production costs 1,402.5 1,372.7 1,616.9 1,716.9 1,857.1 | 8% & 32%
Capital Costs (million €)

Depreciation of capital 31.9 30.8 34.6 38.4 41.2 | 7% & 29%
Financial costs, net 30.1 20.5 6.5 36.1 7.1 -80% ¥ -76%
Extraordinary costs, net 0.0 0.2 -0.1 0.0 0.0/ 295% & 272%

Capital Value (million €)
Total value of assets 1,031.2 895.6 1,142.9 1,193.7 1,217.6| 2% & 18%

Net Investments 58.0 44.9 59.5 89.9 61.7|%  -31% < 6%
Debt 687.5 571.9 724.4 731.0 752.7 )& 3% 9%
Performance Indicators(million €)

Gross Value Added 251.1 246.7 231.4 245.9 241.8|F 2% 4%
Operating Cash Flow 110.1 125.3 89.2 107.8 95.8|¥ -11% ¥ -13%
Earning before interest and tax 78.2 94.5 54.7 69.4 546 -21% ¥ -30%
Net Profit 48.1 74.0 48.2 333 47.5 | 43% = -1%
Capital productivity (%) 24.4 27.5 20.3 20.6 19.9

Return on Investment (%) 7.6 10.6 4.8 5.8 4.5

Financial Position (%) 66.7 63.9 63.4 61.2 61.8

Future Expectation Indicator (%) 2.5 1.6 2.2 4.3 1.7
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Figure 4.17.3: Income, costs, wages and labour productivity trends of the Polish fish processing industry sector, 2008-
2012

4.17.3 Overview of the Polish fish processing industry sector by size categories

In the period 2008-2012 there were about 200 fish processing plants in Poland with defined primary production
under the NACE Code 10.20. In terms of the number of enterprises, fish processing was dominated by micro and
small sized firms with the number of employees less than 49 (64-70%). Medium sized enterprises (between 50
and 249 employers) shared 25-27 % of total population and the largest (with more than 250 persons) 8-9%. On
the other hand most of the employed worked in 14-16 largest plants (52-54%), and further 37-39% in medium-
sized enterprises. Production was also concentrated in the largest companies and 60-64% both of total income
and total production costs were generated in plants with more than 250 people employed and further 25-28%
in medium-sized. Most of assets were also located in the largest and medium sized companies, respectively 62-
68% and 24-28% of total.

229



Number of enterprices FTE Total Income

250 , 180 w 2500
“ 3 d
2 $ 160 S
IS = =
5 200 2 140 £ 2000
z S
T 120
150 100 1500
100 80
60 1000
40
>0 500
20
0 0 0
2008 2009 2010 2011 2012 2008 2009 2010 2011 2012 2008 2009 2010 2011 2012
Total production costs Total value of assets
w 2000 w 1500
c j
o o
= = <10 employees
€ 1500 &
1000 11-49 employees
50-249 employees
1000
> 250 employees
500
500
0 0
2008 2009 2010 2011 2012 2008 2009 2010 2011 2012

Figure 4.17.4: Polish main structural and economic variables trends by size category, 2008-2012

In 2012 in all groups of enterprises the total income structure was the same with a 99% share of turnover. Also,
the structure of production costs was similar regardless of the size category. The dominance of raw material
costs was revealed, accounting for 71-72% of total production costs in medium and large enterprises and for 77-
79% in small and micro. Wages and salaries represented 7% of total production costs in micro and small
companies and 8-10% in large and medium sized. Share of energy was 1-2% of total production costs in all size
categories. Other operational costs (such as packaging, transport, water charges etc.) represented 12-14% in
micro and small enterprises and 17-19% in medium and large sized.
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Figure 4.17.5: Polish income and cost structure, by size category, 2012

Data reflect the variability of the economic performance of the Polish fish processing industry sector by size
category. In 2012 the economic performance for all economic indicators increased for the segment with a
number of employees between 11 and 49 but decreased for the segment with a number of employees between
50 and 249 compared to the previous year. In the largest companies income and net profit increased
respectively by 13% and 112%, gross value added has not changed, operation cash flow and EBIT decreased
respectively by 12% and 26% compared to the previous year. In the micro sized firms income increased by 6%
but economic performance decreased for gross value added (-2%), operation cash flow (-24%), EBIT (-14%) and
net profit (-25%). For all segments the gross value added was positive. The net profit was negative only in micro
sized enterprises with less than or equal to 10 employees in 2011 and 2012. Micro companies produced almost
exclusively for the domestic market, which declined in 2012, while other companies export most of its products.

Table 4.17.3: Economic performance of the Polish fish processing industry sector by size category (indicators in million
€), 2008-2012
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Variable 2009 2010

less than or equal to 10 employees

Total Income 19.0 17.0 16.6 24.4 25.8 6% & 36%
Total production costs 16.4 15.1 15.8 24.1 25.6 6% £ 56%
Gross Value Added 3.9 3.0 2.0 2.1 20 2% -48%
Operating Cash Flow 2.6 1.9 0.8 0.3 0.2 -24% ¥ -92%
Earning before interest and tax 2.2 1.6 0.2 -0.4 0.4 ™ -14% ¥ -119%
Net Profit 2.1 1.0 0.1 -0.6 0.7 ¥ 25% ¥ -134%
between 11 and 49 employees
Total Income 154.7 139.0 164.9 186.0 197.3 6% & 28%
Total production costs 136.8 124.0 151.2 173.9 180.8 & 4% & 32%
Gross Value Added 28.7 24.3 24.5 24.7 28.9 & 17% £ 1%
Operating Cash Flow 17.9 15.0 13.7 12.2 16.5 & 36% ¥  -8%
Earning before interestandtax  15.8 12.9 11.2 8.6 12.9 & 50% ¥ -18%
Net Profit 15.2 10.8 11.3 6.8 12.1 & 78% ¥  -20%
between 50 and 249 employees
Total Income 413.2 380.2 469.3 519.5 4922 ¥ 5% & 19%
Total production costs 387.5 355.7 436.7 487.1 468.7 ¥ 4% & 21%
Gross Value Added 68.5 60.0 75.3 73.2 65.2 % -11% ¥ 5%
Operating Cash Flow 25.7 24.5 32.6 324 235 27% ¥ -8%
Earning before interestandtax  14.6 15.4 21.4 20.3 120 ¥ 41% ¥ -18%
Net Profit 6.3 8.6 17.0 14.0 8.4 F -40% £ 32%
greater than or equal to 250 employees
Total Income 925.8 961.8 1,055.4 1,094.7 1,237.6 £ 13% £ 34%
Total production costs 861.9 877.9 1,013.2 1,031.8 1,182.0 & 15% £  37%
Gross Value Added 150.0 159.4 129.5 145.9 145.6 = 0% =¥  -3%
Operating Cash Flow 63.9 83.9 42.2 63.0 556 ¥ -12% ¥ -13%
Earning before interestandtax  45.6 64.5 21.8 40.9 30.1 ¥ -26% ¥ -34%
Net Profit 24.5 53.5 19.7 13.1 27.7 & 112% £ 13%

Capital productivity weakened over the period analyzed in micro (< 10 employees) and medium sized (50-249
employees) firms. In small enterprises (11-50 employees) a decreasing trend was changed in 2012 and capital
productivity increased to 30%. In the large firms capital productivity fluctuated from year to year but in 2012
decreased to 19%.

Labor productivity in micro (€ 10 employees) and small firms (11-50 employees) decreased during the period
2008-2011 but in 2012 increased respectively by 10% and 38%. In the medium ( 50-249 employees) and large
(>than 250 employees) plants labour productivity fluctuated from year to year but in decreased respectively by
5% and 8% respectively.
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Average salary in every group of enterprises increased from 2010 to 2012. Decrease was noticed only in 2009
compare to the previous year. Data shows that during analysed period the average salary grows according to an
increased number of employees. In the small firms, the wages and salaries were higher than in micro plants by
12-40%, in medium sized higher than in small by 2-24% and in large higher than in medium by 33-41%. In the
biggest companies the average salary is almost doubled compared to the micro firms during the period 2008-
2010, but in 2012 the range decreased to 162%.
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Figure 4.17.6: Polish capital productivity, labour productivity and average salary trends, by size category, 2008-2012

4.17.4 Polish seafood trade

In the period 2008-2012 a key driver of fish processing sector development was growing exports. In 2012
exports of fish and fish products amounted to 230 thousand tonnes, with a value of €1.04 billion which
represent an increase by 13% and 36% compared to 2008. The main source of supply of fish processing raw
materials was the import, which amounted to 420.7 thousand tonnes, with the value of €833 million which
represent an increase by 4% and 2%. The higher rate of growth of export value compared to the import value
meant that a positive balance of foreign trade was recorded in 2011-2012, respectively amounted to € 48.5
million and €209.6 million. In terms of quantity during the whole period remained negative trade balance at the
level of 170-190 thousand tonnes.

233



Seafoodtrade balance (volume) Seafood trade balzance (value)

g s00 1200
[ W
] c
(=]
T 400 = 1000
®© =
E 300 800
=
200
600
100
400
1]
2010 2011 2012
100 200
-200 ‘-""'" ‘ -'-'-*"'"" * "'"'i n
2 2011 2012
-300 -200
| rripor L volurme m— Exporl volurne s Import value I Export value
wdeTrade balance ==ir=="Trade balance

Figure 4.17.7: Polish seafood trade balance trends in volume (left) and value (right)

The main export market for Polish fish products was the EU internal market with 90% share in volume and 92%
in value. Most of them were sent to the German market (54% of the EU intra volume and 64% of value).
According to presented data most of Polish imports originated from the UE countries (about 60%). Presented
data classified Norwegian salmon imported from Sweden as intra EU. Taking into account the place of origin of
raw material, most of it was imported to Poland from the extra EU countries.
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Figure 4.17.8: Polish seafood imports (left) and exports (right) composition by type of origin/destination: shares in value
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During 2008-2011 in terms of value most of fish was imported from Sweden (30-35%). In 2012 import from
Sweden decreased to 11%. But Sweden was only the logistic center for Norwegian salmon exports to Poland.
Share of direct import from Norway fluctuated by 8-13%. Germany and Denmark also had a significant share in
Polish import, respectively by 9-17% and 7-10%. Among the extra EU countries the largest was share of China,
Vietnam and Island, respectively by 5-10%, 3-9% and 2-5%. In 2012 an increase of import was observed from
the Great Britain by almost 300% and from Germany by 25% and a decrease from Sweden and from Vietnam,
respectively by 70% and 30%. The strong decline in imports from Vietnam was a result of the fall in domestic
demand for pangasius due to media campaigns against this species of fish.

During 2008-2011 the main export market for Polish fish was the German market (50-60% in terms of volume).
France and Great Britain also had a significant share in Polish export (fluctuated by 5-10%).
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Figure 4.17.9: Polish seafood imports (left) and exports (right) trends by most relevant trade partners: shares in value

During the analyzed period Poland imported mainly salmon (24%-50%), herring (9-18%), mackerel (4-5%),
Pollack (2-8%), cod (5-8%) and saithe (2-3%) intended for further processing. These species covered about 70%
of import in terms of value.

The most important exported species, in terms of value, were salmon (about 45-51%), herring (10-16%), cod (6-
10%) and trout (4-5%). Listed species together with other marine fish covered more than 80% of Polish exports.
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Figure 4.17.10: Polish seafood imports (left) and exports (right) trends by most relevant commercial species: shares in
value

In terms of value the dominant items in import structure during 2008-2012 were fresh and frozen row materials
(85%-88%) dedicated to processing. In 2012 the share of frozen fish in total import increased to 61% but fresh
fish decreased to 21%.

Processed and preserved fish goes in large part to foreign markets. In terms of value Poland exported mainly
three groups of products during the period 2008-2012: smoked-dried-salted (40%), processed and preserved
(36%) and frozen (20%). During 2008-2012, Poland was one of the largest producers and exporters of processed
smoked salmon and processed and preserved herring in the European Union.
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Figure 4.17.11: Polish seafood imports (left) and exports (right) trends by type of products: shares in value
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4.17.5 Trends and drivers for change

Presented figures show a developing Polish fish processing industry, with the ability of generating profits for the
companies and jobs and incomes for the involved workers. But the year 2012 was a difficult year for the fish
processing industry in Poland. According to the Central Statistical Office “Household budget survey” the Polish
households demand decreased in volume by 2%, but increased by 6% in value compared to the previous year.
The consumption of fresh, chilled and frozen fish and fish products decreased by 4% in volume; while its value
increased by 4%. Decisive impact on the decrease in consumption of fresh, chilled and frozen fish had a large
price increase of imported fish and a sharp drop in demand for pangasius. Consumption of smoked, dried and
salted fish and also canned fish was stable in volume but increased in value respectively by 11% and 6%
compared to the previous year.

As in the previous years in 2012 a key driver of fish processing sector development was growing exports.
Imports played a dominant role in the supply of raw materials because of limited ability to domestic harvest fish
from the Baltic Sea and limited production of Polish aquaculture. A large role of foreign trade in fish processing
industry means that its economic and financial results are largely dependent on the exchange rate of the Polish
zloty against other currencies and trends in prices on international markets.

In the end of 2012 Marine Harvest, leading Norway Company specialized in processing salmon, bought 48.5%
share of Morpol (the biggest Polish company which is primarily involved in value added processing of smoked
salmon) on the Oslo Stock Exchange. There were no other ownership changes in fish processing, but generally it
is believed that further consolidation is needed to strengthened the sector and for further development.

Most of projects which modernized fish processing technologies and manufacturing process were funded from
the European Fisheries Fund (EFF) on the basis of operational program “Sustainable development of fisheries
sector and coastal fishing areas 2007-2013”. 73 agreement was signed in 2012 in measure 2.5 for investment in
fish processing and marketing and €20.6 million was contracted. From the beginning of operational program
324 agreements was signed in measure 2.5 and €79.1 million was contracted at the level of 75.2% allocation
used.

In 2013 a further development of the fish processing industry in Poland is expected as a result of stopping the
downward trend in domestic consumption and increased exports. The economic recovery in the EU, particularly
in Germany — the main market for fish products from Poland, will develop the export of fish products.
Investment will be continued as the result of efforts to improve competitiveness in foreign markets.

It is expected that sector’s economic performance will stay stable compared to the previous years.
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4.18 PORTUGAL

4.18.1 General overview of the Portuguese fish processing industry sector

Portuguese domestic market is a large final consumer for fish and fish products, the biggest within UE in per
capita consumption, with around 57.1 Kg/person/year (2011 FAO - Food Balance Sheets). This configures a
unique profile and opportunity, combining tradition, experience, innovation and know-how, for the fish
processing companies.

In 2012, Fish Processing Industry in Portugal consisted of 180 enterprises, 91 of which were small enterprises
with less than 11 employees. Most enterprises are located in the north (61) and centre (66) of the country. All
together these enterprises employed 6,823 people and production amounted to 212 thousand tonnes, and a
total income of €1,078 million.

Traditionally there are three main segments in Fish Processing in Portugal: frozen industry; cannery and
preparation; salting and drying, each with their own specificity.

Frozen industry produced 105.9 thousand tonnes of seafood in 2012. With a big number of different
productions presented, from fish to crustaceous, shellfish or cephalopods, the main products of this segment
are frozen desalted cod, sardine and hake. In general, frozen industry depends on a high import of raw material.
Production is mostly directed to supply national market, but also has a high export value component.

Salting and drying produced 61.4 thousand tonnes of seafood in 2012. The main product of this segment of the
industry is salted dried cod. This production is mostly concentrated near the port of Aveiro (ilhavo) and the final
product is for domestic consumption within the national market. The raw material is mainly imported.

Cannery and preparation produced 44.7 thousand tonnes in 2012. Main products include preparation and
cannery of sardine, mackerel, horse mackerel and tuna. This industry is concentrated near major ports
specialized on pelagic fisheries, such as Matosinhos (North), Peniche (Center) and Olhdo (South). One of the
reasons for this situation is the high dependency of the national industry on small pelagic production, namely
sardine, mackerel and horse-mackerel. This is the only segment of the Portuguese fish processing industry that
is more exported than home consumed, and with increased figures on exports.

Fish processing as secondary activity is done by 38 enterprises representing a combined turnover of €135
million in 2010 and corresponding to approximately 11% of total turnover from fish processing.

Most Portuguese fish processing enterprises are small companies with less than 11 employees. By contrast, only
2% of the enterprises have more than 250 employees. This is related with the labour work intensity over the
production: cannery still is very high intensive man-power (mostly women by tradition), the salted cod is
medium to small intensive, while frozen is much less intensive in labour-work (but also with the higher number
in companies).

From 2008 to 2012 the number of enterprises in total reduced by 15%, mainly due to the decrease in the
number of small enterprises between 11 and 49 employees, mostly in frozen and salting segments. The number
of employees slightly increased (by 2%) during the same period and the average wage increased by 11% to 12
thousand euros. The ratio between male and female workers is changing, with the prevalence of the last one
over the first. Over the period, female workforce increased by 9% while male workforce decreased by the same
amount. In 2012 the female workforce represented 68% of the total employees, against 64% in 2008.
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Table 4.18.1: Portuguese fish processing industry sector overview, 2008-2012

~ ~
- -
- ®
= (=]
(=) (=)
=l =l
Q Q
Variable
Structure (number)

Total enterprises 213 202 194 185 180+ 3% -15%
<10employees 111 99 91 82 91 [ 11% = -18%
11-49 employees 57 62 59 58 46| 21% ¥ -19%
50-249 employees 43 37 41 41 39+ S5% 9%
>250 employees 2 4 3 4 4|= 0% < 100%

Employment (number)

Total employees 6,664 6,815 7,277 7,314 6,823 " 7% 2%
Male employees 2,377 2,431 2,596 2,425 2,163+ 11% ¥ 9%
Female employees 4,287 4,384 4,681 4,889 4,660 -5% 9%

FTE 6,561 6,738 6,916 6,913 6,308 |+ 9% 4%
Male FTE 2,340 2,404 2,467 2,291 2,033|+F 11% = -13%
Female FTE 4,221 4,334 4,449 4,622 4,275 -8% 1%

Indicators
FTE per enterprise 30.8 33.4 35.7 37.4 35.0¥ 6% £ 14%
Average wage (thousand €) 10.9 11.1 11.6 12.1 12.0|= 0% & 11%
Labour productivity (thousand €) 76.1 66.6 74.2 73.6 66.8|% 9% T -12%
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Figure 4.18.1: Portuguese employment trends, 2008-2012
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4.18.2 Economic performance of the Portuguese fish processing industry sector

In 2012, total income was €1,085.6 million, a decrease of 1% by comparison to 2008.

Frozen industry produced 105.9 thousand tonnes of seafood in 2012, a decrease of 3.7% compared to
the 2009-12 period, while the sales amounted to 85.6 thousand tonnes, with a value of €329.9. From
2011 to 2012 there was an increase of 1.6% on sales by quantity but with a decrease of 2.6% in value,
which translates in the decreasing of the average price per kilo, from 4.02 €/kg to 3.85 €/kg.

Salting and drying produced 61.4 thousand tonnes in 2012, an increase of 4.7% over the previous year,
while sales amount to 47.4 thousand tonnes, with a value of €259 million also in 2012. The average
price per kilo decreased from 5.82 €/kg to 5.46 €/kg from 2011 to 2012.

Cannery and preparation produced 44.7 thousand tonnes in 2012, an increase of 1% over the previous
year, while sales amount to 42.8 thousand tonnes, with a value of €194.7 million. The value of sales
decreased by 2.7% over the previous year and as an aftermath of the 10% increasing in the 2010-11
period. The average price per kilo increased from 4.27 €/kg to 4.55 €/kg.

Purchase of raw materials (fish and others) represented, in 2012, the largest share of the cost
structure, with 83% of total costs, and representing 56% of the total income.

Labour costs are, historically, the second main cost item. In 2012 these costs amount to 10% of the
total cost structure and 7% of the total income. Labour costs decreased by 10% over the 2011-12
period. Labour productivity reduced in the same period mainly due to lower prices of sales.

The GVA has been decreasing over the years, mainly due to increasing prices of fish and other raw
material and simultaneously to a decreasing income (resulting from lower prices from sales). Albeit
decreasing GVA and Net profit, the Portuguese processing industry remained profitable (€326.8 million
net profit in 2012), being able to increase investment and reduce debt. The operational cash flow
decreased by 33% but the companies are still making money from the activity, generating an overall
€349.2 million.
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Figure 4.18.2: Economic performance of the Portuguese fish processing industry sector, 2012
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Table 4.18.2: Economic performance of the Portuguese fish processing industry sector, 2008-2012

Variable 2009 2010 2011

Income (million €)

Turnover 1,090.8 1,015.0 1,089.2 1,131.6 1,078.0| 5% = -1%
Otherincome 3.5 2.8 3.2 4.1 4.0F -3% < 16%
Subsidies 3.7 4.1 2.7 3.4 3.7 | 8% 2%
Total Income 1,098.0 1,021.8 1,095.1 1,139.1 1,085.6|= 5% -1%
Expenditure (million €)

;”ar::::ffjf;srz;;ii‘::erraw 566.6 541.8 534.1 574.1 611.94 7% & 8%
Wages and salaries of staff 70.5 73.8 76.5 78.9 710 -10% &= 1%
Imputed value of unpaid labour 0.9 0.8 3.7 4.5 5.0f&  11% 461%
Energy costs 26.7 25.8 26.2 29.6 30.3 | 2% 13%
Other operational costs 1.3 1.2 18.9 23.1 18.3|%  -21% < 1264%
Total production costs 666.1 643.4 659.3 710.2 736.4 ) 4% 11%
Capital Costs (million €)

Depreciation of capital

Financial costs, net 42.2 27.7 20.7 25.8 223" -14% ¥ -47%
Extraordinary costs, net 4.8 5.8 0.0 0.0|== 0% ¥  -100%
Capital Value (million €)

Total value of assets 1,034.8 989.9 1,054.3 1,013.4 976.3|~ 4% = -6%
Net Investments 43.8 47.2 30.5 28.5 39.7|&  39% T -9%
Debt 745.8 697.0 735.3 694.4 623.8|¥ -10% ¥ -16%
Performance Indicators(million €)

Gross Value Added 499.6 449.0 513.3 508.9 421.6|¥ -17% -16%
Operating Cash Flow 431.9 378.4 435.8 428.9 349.2|%  -19% -19%
Earning before interest and tax

Net Profit

Capital productivity (%) 48.3 45.4 48.7 50.2 43.2

Return on Investment (%)

Financial Position (%) 72.1 70.4 69.8 68.5 63.9

Future Expectation Indicator (%)
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Figure 4.18.3: Income, costs, wages and labour productivity trends of the Portuguese fish processing industry
sector, 2008-2012

4.18.3 Overview of the Portuguese fish processing industry sector by size categories

Not all variables are discriminated by size categories, due to national statistics limitations, including energy
costs and purchase of fish and other raw material for production. In this absence of data, it’s impossible to
analyse the economic performance of each size category.

In 2012 there are 51% companies with less than 10 employees, and only 2% with more than 250.

The smallest companies increased in number by 11% comparing with 2011, while de segment of 11-49
employees decreased 21%, the segment 50-249 decreased 5%, and the over 250 employee’s remains equal to
2011.

2%

™ less than or equal to 10
employees

= between 11 and 49
employees

" between 50 and 249
employees

m greater than or equal to
250 employees
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Figure 4.18.4: Number of enterprises by size category, 2012

Within a total employment of 6,308 FTE, the smallest companies represents only 2% of total FTE, while the big
companies represents 25% of employment. The 50 to 249 employee’s category represents 57% of the total

manpower in fish processing industry.
2%

16% less than or equal to 10

25%
employees

between 11 and 49
employees

between 50 and 249
employees

greater than or equal

to 250 employees
57%

Figure 4.18.5: Employment (FTE) by size category, 2012

By income in 2012, the small companies represents 3% of the all (€29 million, increased 94% from the previous
year), while big companies gets 18% (193 million, an increase of 13% from 2011).

The 50 to 249 employees companies gets the biggest share with over 60% income (€657 million), but reduced
by 3% comparing with 2011.

The 11 to 49 employees companies represents 19% income, with €205 million, but reduced by 26% regarding
the previous year.
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Table 4.18.3: Economic performance of the Portuguese fish processing industry sector by size category
(indicators in million €), 2008-2012

Variable 2008 2009 2010 2011

A (2011-12)
A (2008-12)

less than or equal to 10 employees

Total Income 16.2 15.6 15.0 29.1 94%
Total production costs 1.6 3.9 1.7 2.3 35%
Gross Value Added 16.2 13.2 14.6 28.5 95%
Operating Cash Flow 14.7 11.7 13.3 26.8 & 101%
Earning before interest and tax 13.3 26.8 & 101%
Net Profit 12.9 26.3 & 104%

between 11 and 49 employees
Total Income 273.7 295.7 275.4 277.9 2059 ¥  -26% V¥ -25%
Total production costs 14.5 18.1 21.1 24.9 159 =  -36% &~ 10%
Gross Value Added 272.8 294.8 271.1 268.4 201.6 ¥  -25% ¥ -26%
Operating Cash Flow 259.2 277.6 254.3 253.1 190.0 ¥  -25% ¥ -27%
Earning before interest and tax 253.1 190.0 ¥  -25%
Net Profit 246.9 186.7 ¥  -24%

between 50 and 249 employees
Total Income 700.6 569.7 671.3 674.9 656.9 = 3% ¥ -6%
Total production costs 46.1 40.9 56.2 54.2 525 & -3% & 14%
Gross Value Added 698.5 567.5 659.6 664.3 645.5 = 3%V -8%
Operating Cash Flow 654.5 528.8 615.1 620.7 604.5 = 3% V¥ -8%
Earning before interest and tax 620.7 604.5 = -3%
Net Profit 604.2 590.7 F -2%

greater than or equal to 250 employees
Total Income 140.3 132.8 171.2 193.7 & 13%
Total production costs 15.3 17.9 25.7 23.6 ¥ -8%
Gross Value Added 138.2 129.6 165.3 188.1 & 14%
Operating Cash Flow 124.9 114.9 145.5 170.2 & 17%
Earning before interest and tax 145.5 170.2 & 17%
Net Profit 142.9 165.5 £ 16%

Because there are some inconsistency on data for small company (under 10 employees) neither
productivity nor average salary will be considered to further analysis.
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4.18.4 Portuguese seafood trade

The Portuguese profile in fish processing industry is reflected in the natural trend on imports and exports
profile.

For each industry segment there is an enormous difference on that pattern, which is consistent over the years,
and is based on the natural home resources, versus the offer of the international markets to fulfil the huge
national market demand.

In the whole, there is a traditional dependence on imports, with a considerable deficit on the international
trade balance for fish and seafood products. This situation is somehow recovering for the last years (in quantity
but not on value, due to the increasing international prices).

In 2012 EU market represented about 75% of the total value imported and exported, while extra EU
represented the remaining 25% origin or destiny. If in imports this figure is stable for the last years, in exports
the extra EU trend is growing; however is expected to decline in future analysis due to the Russia ban, which will
affect an important share of the imported frozen cod that act as raw-material to salting and drying factories.

The most important partner is both import and export, Spain. For imports Russia (frozen cod) and Sweden
(salted cod) are a very relevant source. For exports, also France (frozen, cannery), Brazil (dry salted and desalted
frozen cod) and Italy (frozen and cannery) are the most relevant markets.

All together, the imports of fish and fisheries and aquaculture products represents in 2012 around 390 thousand
tonnes and over €1.4 billion.

By segments, only cannery is considerably provisioned by national fleet (small pelagic, but not tuna), and get
positive results within the general Trade Balance.

In the other side, both frozen and salting/drying industry has an enormous and structural dependency on
imported raw-material, with negative consequences over the Portuguese trade balance.

For frozen there is a considerable amount of different species imported, but for salting the main species is and
will be cod.

All together in 2012, in gross weight, the imports of frozen fish products and seafood represents more than half
of the whole (57% in quantity; 48% in value), while dried (17% and 21%), fresh (18% and 20%) and cannery (8%
in volume and in value) are the remaining components.

By species the imports are quite different: salting and drying is mainly cod, the imports on cannery is based on
tuna and tune like, but fresh and frozen imports are based on multiple species (frozen cod for salting is the
main, but then came hake, squid, octopus, tuna, crustaceous, redfish, horse-mackerel, sardine and salmon,
before a long list of other species).

Because Portugal is a net consumer of fish and seafood products, exports has a traditional smaller impact on the
general economics and in trade balance. Exports represents in 2012 around 207 thousand tonnes and close to
€680 million.

Nevertheless in the last years exports are increasing both in value and in quantity. However, from 2011 to 2012
the value of exports diminishes by 11%, while increasing by 2% in quantity.

Cannery, and more specific sardine and mackerel cannery, are the main exports of the national resources with
22% in volume (gross weight) and 27% of the total exports. Either fresh or frozen has important and increasing
shares in exports: 28% and 43% in volume and 23% and 40% in value.
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As a result of this dynamics the Portuguese Trade Balance for fish and fisheries and aquaculture products is
typically negative, with total imports of about twice the total amount of exports.

The result is a traditional deficit, of about 180 thousand tonnes or €690 million in 2012. These figures partially
recovered from 2011 to 2012 in volume (-201 to -181 thousand tonnes), but get a negative increase in value (-
€641 to -€690 thousand).

Because of the involved amounts in import and export, frozen products gives the biggest share to this reality (-
131 thousand tonnes/ -€410 thousand tonnes). Dried and salted products also get big responsibility on the
negative result (-53 thousand tonnes/-€233 million).

Import (2011-2012)

2011 2012
ton % euro % ton % euro %
Dried-salted-smoked 67628,7 16,7 326257486 23,2 65098,4 16,8 300677949 22,0
Fresh 77342,1 19,1 259 709 938 18,5 68711,8 17,7 274838611 20,1
Frozen 222785,5 55,0 701112378 49,9 221982,8 57,1 680535249 49,7
Other 0 0,0 0 0,0 0 0,0 0 0,0
Prepared-preserved (cannery) 37372,5 9,2 117 967 863 8,4 32757 8,4 113473 130 8,3
TOTAL 405128,8 100,0 1405047 665 100,0 388550 100,0 1369524939 100,0
Variation (2012/2011) | -4,1 -2,5
Export (2011-2012)
2011 2012
ton % euro % ton % euro %
Dried-salted-smoked 10648,8 52 64 079 742 8,4 11269,5 54 67 423 304 9,9
Fresh 53608,7 26,3 182840097 23,9 59372,9 28,7 156 569 018 23,1
Frozen 99178,9 48,7 355669 283 46,6 90411,5 43,7 269684249 39,7
Other 0 0,0 0,0 0 0,0 0,0
Prepared-preserved (cannery) 40184,7 19,7 161 375 647 21,1 46043,1 22,2 185 239 629 27,3
TOTAL 203621,1 100,0 763964769 100,0 207097 100,0 678 916 200 100,0
Variation (2012/2011) | 1,7 11,1
Trade Balance (2011-2012)
2011 2012
ton euro ton euro
Dried-salted-smoked -56 980 -262 177 744 -53 829 -233 254 645
Fresh -23733 -76 869 841 -9339 -118 269 593
Frozen -123 607 -345 443 095 -131571 -410 851 000
Other 0 0 0 0
Prepared-preserved (cannery) 2812 43 407 784 13 286 71766 499
|TOTAL -201 508 -641 082 896 -181 453 -690 608 739

Data source: Eurostat
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Figure 4.18.7: Portuguese seafood trade balance trends in volume (left) and value (right)
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4.18.5 Trends and drivers for change

The Portuguese fish processing industry will continue to be highly dependent on imports in order to fulfil the
demand for the huge consumption per capita, mainly due to restrictions on catches imposed by quota
regulation.

Only cannery still depends on domestic production (mainly for sardine and mackerel), while salting and drying
sector depends almost exclusively from imports.

The increasing prices of raw material are expected to grow in the future and will put more pressure on the
industry. Although the industry still have some room to accommodate this increasing of fish prices, it will
continue to hinder its profitability, as the trends shows with the consistent decreasing of the net profit. It's
expectable that the industry will keep some stability on structure and economic results.

Increasing prices of sardine due to low availability of this specie and the implementing of catch restrictions on
national level fleet (sardine catches reduce from 55 thousand tonnes to 33 thousand tonnes in 2012 and 15
thousand tonnes in 2014) are putting high pressure on the cannery industry, which will probably need to turn to
imports as an alternative for supply.
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4.19 ROMANIA

4.19.1 General overview of the Romanian fish processing industry sector

In 2012 the Romania processing industry registered a decrease of productive enterprises in number at 14
comparing with 2011-22 units. The registration of data released by operators as a main activity (subject of data
collection) is showing the actual situation change, due to the fact that those types of producers didn’t operate
significant modifications in the structure of the companies trying to keep their profile. Consequently, the
number of the employees reported is decreased from 1181 to 780 and from 1178 to 780 as FTE, out of which
male number is 388 and female 392 — see Table 4.19.1. Due to the bigger decrease of the number of units
having less than 10 employees, by 71%, comparing with the same decreasing number of the units 50-249
employees, by 38%, the FTE per enterprise increased slowly — 4%. The average wage is decreasing to 3.3
thousands Euros due to the decreasing of total income (as turnover and other income) by 36%. It could be an
assumption that some companies switch to other activities, so existing from the segment of processing units as
main activity, in their attempt to diversify the targets on total income, ensuring the developing of the
companies, and as a response to the competition from big supermarkets chains, detaining the first place on
processing fish products sales on the internal market.

Table 4.19.1: Romanian fish processing industry sector overview, 2008-2012
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Variable
Structure (number)

Total enterprises 13 13 18 22 14| -36% £ 8%

<10 employees 3 2 7 2| -71%
11-49 employees 5 9 7 7= 0%
50-249 employees 5 5 8 5| -38%
2250 employees 0 2 0 o= 0%

Employment (number)

Total employees 513 572 1,598 1,181 780+ -34% £ 52%
Male employees 206 230 681 612 388+ -37% <= 88%
Female employees 307 342 917 569 392+ -31% £ 28%

FTE 503 564 1,591 1,178 780 -34% £ 55%
Male FTE 201 224 677 610 388|¥ -36% < 93%
Female FTE 302 340 914 568 392|¥ -31% < 30%

Indicators
FTE per enterprise 38.7 43.4 88.4 53.6 55.7 | 4% s 44%
Average wage (thousand €) 3.1 3.1 4.0 4.6 3.2+ -31% 4= 4%
Labour productivity (thousand €) 42.9 43.1 492.3 46.3 373+ -19% ¥ -13%
Unpaid work (%) 23.6 23.5 3.9 5.3 5.5 | 3% ¥ -77%

The actual figures can not lead to a conclusion of a decreasing trend of employees’ number, due to the units
which changed in 2012 the percentage of other activities in their total income, and in this way being excluded
from the process of data collection, according to the regulation. This is an issue should be consider on analyzing
the sector as a whole, in what meant the global overview on the export, import of raw material, total products
sales, according to other information sources, for example Eurostat data. It will be explained in the respective
chapter. The market opportunities should be consider for the medium term evolution strictly related to the
international market situation in one hand, and the weaknesses of the sector organization itself.
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Figure 4.19.1: Romanian employment trends, 2008-2012

The distribution of fish processing companies into the sector reveals that 50% is of the segment of companies
11-49 employees, 36% is of the segment 50-249 employees and 14% is of the segment < 10 employees, as per
the data recorded; that meant the enterprises with 11-249 employees is representing the huge part of the
sector. The policy to consolidate the development of the sector, as a government strategy, should comprise
measures for these enterprises.

4.19.2 Economic performance of the Romanian fish processing industry sector

The total turnover of the Romania fish processing industry in 2012 registered a decrease, as a consequence of
the decreased number of units as main activity, from €44.5 million to €30.4 million, respectively a decreasing
percentage of 32%,; the other income shoes also a decrease by 44%, from €23.3 million to €13 million. The total
income decreased from €67.9 million in 2011 to €43.4 million 2012, by a total percentage of 36%. The subsidies
for the sector have been 0, without any influence on the evolution of the total income inside industry. That
could be also, an explanation on the decreasing number of enterprises, number of employees, and total
income; and the migration to other activities in order to resist on the business by other units, which were in the
past in the segment of companies as main activity. Table 4.19.2 reflects the corresponding changes in this
“involution” of the sector, i.e. decrease of: total income (as turnover and other income — as above mentioned),
number of units, employees, total value of assets, despite of a slow increase of investments by 4%. This last
indicator shows the fact that the real producers (not the investors guided by the other opportunities resulting
exclusively in profit increase) are still on the way.

According to Figure 4.19.2., the structure of the total income is characterised by the consistency of the
turnover-70% of total income, and only 30% for other income. The costs structure is composed by the main cost
— raw material purchase, wages and salaries, other costs and energy costs. This structure is illustrating the low
level of net investments, which are not targeting the modernization of the production technology, investing in
new equipments. As a conclusion, the trends in the costs structure are unchanged in Romania processing
industry.

The extensive use of the manual works is resulting in a decrease trend of productivity Table 4.19.3. This aspect
is permissive in the domestic market, due to the lower cost of the work. Despite of this aspect, due to the fact
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that employees number decreased by 34%, and meantime the average of wages and salaries decreased by 31%;
the productivity decreased only by 19% in 2012 versus 2011, as per reported data, and Table 4.19.2.
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Income Costs GVA EBIT Net profit
structure structure

Turnover
Figure 4.19.2: Economic performance of the Romanian fish processing industry sector, 2012

Table 4.19.2 shows a decreased amount of total income, total costs, net profit in 2012 versus 2011; the Table
4.19.2 shows a decreased amount of total income, total costs, net profit in 2012 versus 2011; the explanation is
a number of companies “left” the category of units main activity processing, and falling in the category of units
with other main activity than processing, and, as per regulation provisions, data for those enterprises are not
collected. So that, all parameters are lower in 2012 versus 2011 by percentages between 65% - depreciation of
capital, and 32% - total value of assets.

A significant increase inn 2012 over 2011 is for purchase of fish and raw material for production by 9%, and
other operational costs - 49% and financial costs net — 373%, due to the better collection of data. Despite the
decrease of the total income in 2012 over 2011 by 36%, mostly due to the decreased number of companies,
other indicators, such as capital productivity, return of investment, and financial position reached a positive
level, despite of lower level in 2012 than 2011.

The decrease of wages and salaries is resulting in a good level of the future expectation as an indicator
illustrating the actual situation of the economic potential of the sector (still existing) and of the market
opportunities. That meant the processing industry, not enough supported by the government (having other
priorities) illustrated by the lack of subsidies, is recovering having a positive value of 1.4. This could be a
response on the challenges of the sector and the real producers of the fish products and their confidence to
continue maintaining and persisting on the business.

Table 4.19.2: Economic performance of the Romanian fish processing industry sector, 2008-2012
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Variable 2010 2011 2012

A (2011-12)
A (2008-12)

Income (million €)

Turnover 28.4 31.9 816.6 44.5 304/  -32% < 7%
Otherincome 0.3 0.3 60.2 233 13.0|¥ -44% < 4404%
Subsidies 0.0 0.0 0.1 0.0 0.0|= 0% = 0%
Total Income 28.7 323 876.9 67.9 434  -36% < 51%
Expenditure (million €)

:q“ar::::ffgtzsrz;fii?:er'aw 5.7 6.4 18.5 12.2 13204 9% a4 133%
Wages and salaries of staff 1.2 1.3 6.1 5.2 24|  -55% £ 100%
Imputed value of unpaid labour 0.4 0.4 0.2 0.3 01" -53% %  -63%
Energy costs 0.2 0.3 2.3 0.7 04|  -51% < 61%
Other operational costs 1.2 1.4 72.9 0.5 0.7)|&  49% 7  -44%
Total production costs 8.6 9.7 99.9 18.8 16.7|¥  -11% < 94%
Capital Costs (million €)

Depreciation of capital 0.6 0.6 44.6 2.3 0.8/  -65% 45%
Financial costs, net 6.2 7.0 161.6 0.0 0.0|&s  373% -99%
Extraordinary costs, net 0.0 0.0 0.0 0.0 0.0|= 0% == 0%
Capital Value (million €)

Total value of assets 16.6 19.0 1,022.0 29.4 200  -32% i 20%
Net Investments 0.0 3.4 15.3 1.0 1.1 4% = 0%
Debt 14.2 15.9 469.9 24.1 16.6|  -31% 17%
Performance Indicators(million €)

Gross Value Added 21.6 24.3 783.2 54.5 291" -47% & 35%
Operating Cash Flow 20.1 22.6 777.0 49.0 26.6|  -46% < 33%
Earning before interest and tax 19.5 21.9 732.4 46.7 25.8|  -45% 32%
Net Profit 13.3 15.0 570.8 46.7 25.8|  -45% 94%
Capital productivity (%) 130.2 128.2 76.6 185.3 146.0

Return on Investment (%) 117.7 115.8 71.7 158.9 129.5

Financial Position (%) 85.5 84.1 46.0 81.9 83.0

Future Expectation Indicator (%) -3.3 14.5 2.9 -4.2 1.4

As mentioned above, the extensive use of the manual works is resulting in a decrease trend of productivity
Table 4.19.3. This aspect is permissive in the domestic market, due to the lower cost of the work. Despite of this
aspect, due to the fact that employees number decreased by 34%, and meantime the average of wages and
salaries decreased by 31%; the productivity decreased only by 19% in 2012 versus 2011, as per reported data,
and Table 4.19.2. .
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Figure 4.19.3: Income, costs, wages and labour productivity trends of the Romanian fish processing industry sector,
2008-2012

The total costs and total income decreased in 2012 due to the decreasing number of companies main activity
processing. This change is a result of the fact that, other companies moved for their main activity to other
profile of business, and keeping the processing activity as secondary one, in order to increase the income on
total business of the company. That meant in processing sectors are investors which are looking not only for
processing; they invested money as a business opportunity and are ready to shift any time to other activities
appearing more profitable in a certain economic situation. That could be also interrelated with the lack of
support from the authorities for the sector and difficulties on getting financial support from other sources, as
example EFF funding.

The lack in new investments (equipments, technologies, innovation actions, products advertising to increase the
sales, etc) is resulting in a lower productivity and, in a slight decrease of average salaries and wages in 2012
comparing with 2011. The policy to consolidate the development of the processing sector, as a government
strategy, should comprise measures for the enterprises, as medium size, having 11-249 employees; these
companies are sharing more than 75% of the total income in the industry.

4.19.3 Overview of the Romanian fish processing industry sector by size categories

Romania fish processing industry is characterized by the main size category of enterprises with 11-49
employees, corresponding to 50% as units number-seg.2, followed by the segment with 50-249 employees —
36%-as seg.3, and the third one less than 10 employees — 14%-seg.1, as per the Figure 1, in 2012. The main
characteristic is the domination of enterprises as SSM companies. Analyze on the structure composition of total
income — seg. 2 and 3 summing 42.9 mil € represents all most 99% of the total. Consequently the importance of
the companies 11-249 is more than significant, and is a result of the economic crises which shows the absence
of the company bigger than 250 employees, and a decreasing importance of the small companies (seg.1) less
than 10. These companies have the possibility to resist to increasing competition of the imported goods on the
market; these companies, as a general remark, decreased the total number of employees, over the period,
resulting in a good economic efficiency and profitability, as per GVA, Net profit and EBIT and with a reasonable
Operating cash flow; reducing the level of salaries was the solution chosen by its, obviously. The seg.1 (less than
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10 employees) was not able to adapt to the market involution, despite the units number, leading to a negative
efficiency, costs recorded are bigger than total income; but smaller investors were trying to stay in the business.

As a general over look the sector registered a slight increase over the period 2008-2012 from total income of
€32.2 million in 2008 to €33.4 million in 2012 of 0.03%. The missing investments in technical production means
and resuming to investments in improving the facilities of auxiliary means it’s a sign of a lack of confidence in
the future evolution of the sector and the limitation of owners of the risks, aiming just the own profit, despite
the market demands. In the following subchapters the analyze is detailed for each segment of the industry.

According to the regulation in Romania in 2012, data were collected for the four segments, corresponding on
the number of employees per productive unit- Figure 4.19.4. As a number, the decreasing of the companies’
<10 employees is more significant, form 7 in 2011 to 2 in 2012 — as above explained, the owners shift to other
activities as main activity, other than processing, and they left this category and relevant data couldn’t be
collected. A similar situation is encountered on the segment 50-249 employees, from 8 in 2011 to 5 in 2012.
That means the small companies are shifting very fast to other activities (could be trade or transportation of
fish, or may be other activities) illustrating the elasticity/flexibility of the capital migration, and this is the reason
for which the percentage of reduction is 71%, and for the segment 50-249 employees per unit the percentage of
reduction is 38%. Both figures are too big in enough but characterising the immaturity of the investors. The
sector is still under emergent stage, with a week organization; there are only 2 organizations of producers, but
having 2/3 companies and not merged in one association of processing producers. Secondly, the most part of
investors are people looking after the profit opportunities. The second segment of units’ 10-49 employees is
more stable, no variation as unit number, showing the consistency on the purposes targeted by investors for
the processing business.
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Figure 4.19.4: Romanian main structural and economic variables trends by size category, 2008-2012

The total employees as number and FTE, also, is a result in the evolution of capital migration shifting for other
opportunities, as a business. These shifting are resulting on the inconsistency of the figures to one year to other,
as per the graphs, both as total income and total costs. The comparability between the years and economic data
series are not relevant for analyzing the sector using a guide of a SWOT analyze; it is more a year status picture.

The main characteristic is that one that the segment 50-249 employees is giving the biggest values for income
and costs, showing the importance of those companies, which are the more stable during the analyzed period.
In terms of value of assets the same assumption is made; that meant the stability of the business in the segment
50-249 employees is crucial for the entire processing sector in Romania.

The assets value increase in 2012 over 2008 with €3.4 million, but decreasing from 2011 with €9.4 million, by
32%, because of shifting to other activities (complementary ones).

Between the segments, in 2012 — Figure 4.19.5, the figures of total income are smaller that the total costs, as
per data recorded for enterprises on the segment < 10 employees leading to an net loss (profit) of around €100
thousand; the situation is explained in a very slow potential on adaptation to the market needs and a temporary
(2012) non-profitability, caused “inter alia” of missing other income; the business is mostly a family one and
missing the enlargement of activities could lead to such a result. Contrary, the segment 10-49 employees gate
€11.3 million as income and €4.3 total costs; this is the main important segment in terms of stability and good
presence in the market. The biggest part of income is coming from the biggest companies, 50-249 employees
reaching €31.6 million and €11.8 million as total costs; in this segment position other income is around 10 mil€,
illustrating the capacity of companies on additional activities for income. The cost structure is dominated, in all
segments, by purchase of fish and other raw material for production, followed by wages and salaries of staff;
the low percentage of depreciation of capital, energy costs is underling the fact the extensive use of manual
work is a characteristic of the sector, as detrimental to the use of technical means for production, and leading
to a low level of productivity and its decreasing trend.
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Figure 4.19.5: Romanian income and cost structure, by size category, 2012

As a consequence of the mentioned above analyzed aspects related to the costs, income, net assets as value
and structure, and missing significant investments, as value and composition (especially for equipments) in
Table 4.19.3 it could be seen the economic performance of the Romania processing sector by segments
composition during 2008-2012.
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According to the preliminary data, the segment <10 employees’ with 2 companies reporting data is the most
affected by the economic crisis and the recovering time should be longer for it. The efficiency indicators are
negative in values, but taken into account the size of enterprises, these small entities are able to become
profitable in the next 2013 year. The segment of medium size, as number of employees, 11-49 companies are
stable as number in 2011 and 2012 — namely 7 units reporting data; as well as the total income grew in 2012 at
€11.3 million over 2011 of €8.5 million, by 35%, and corresponding to a total amount of costs of €4.3 million in
2012. The results are positive for GVA, operational cash flow and EBIT, despite the fact that these indicators
increased versus 2011 by 27% till 33%. This sector shows the good stability and the good orientation on the
market/sector of this kind of company having a medium size, up to the regulation of data collection. The
decreasing in size of the segment 50-249 employees per company, as number from 8 to 5, in 2012, generated a
decrease of the income from €59.1 million in 2011 to €31.6 million in 2012, respectively from €15.7 million in
2011 to 11.8 €million in 2012 as total costs. Because of the reduction of enterprise number | the segment, the
total amounts reduced, but despite of this reduction, the values of GVA, operational cash flow and EBIT are
positive; should be specified that comparing the level of 2012 with that one on 2011, there is a reduction on a
scale from 55% till 53%. There is a finding, generally resulting based on figures analyze, namely the processing is
a profitable activity, especially to the fact that the prices fro raw material are not so high in respect to the
products prices on the market. The aspect of this discrepancy has an explanation on the presence of
supermarket chains imposing a level of prices comparable with the similar products in other EU countries, but
used in the Romania market with a low availability of consumers money. This is also an explanation for the
contradictory evolution of data collected into the sector resulting in a certain variability of the data year to year,
creating a possible conclusion of instability of the sector; more than that the domination of the fish and fish
products market by the super market chains is creating the shifting from main activity processing companies to
other activities, during the overlooked time period.

Table 4.19.3: Economic performance of the Romanian fish processing industry sector by size category (indicators in
million €), 2008-2012
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Variable 2010 2011 2012

~ ~
- -
- ©
- (=3
o 1=
o o
< <

less than or equal to 10 employees

Total Income 2.3 0.5 0.3 0.5 & 64%
Total production costs 1.5 0.1 0.1 0.6 & 402%
Gross Value Added 1.3 0.5 0.2 -0.1 ¥ -129%
Operating Cash Flow 0.9 0.5 0.2 0.1 7 -149%
Earning before interestand tax 0.8 0.5 0.2 0.2 7 -200%
Net Profit 0.8 0.5 0.2 -0.2 'V -213%
between 11 and 49 employees
Total Income 10.1 5.4 8.5 11.3 & 33%
Total production costs 1.4 2.6 3.1 4.3 & 42%
Gross Value Added 9.2 3.3 6.0 7.5 & 27%
Operating Cash Flow 8.7 2.8 5.4 6.9 & 28%
Earning before interest and tax 8.4 2.0 5.0 6.6 &  33%
Net Profit 8.2 0.8 5.0 6.6 & 33%
between 50 and 249 employees
Total Income 19.8 48.3 59.1 31.6 ¥ -46%
Total production costs 6.8 17.1 15.7 11.8 ¥ -25%
Gross Value Added 13.8 34.8 48.3 21.6 ¥ -55%
Operating Cash Flow 13.0 31.2 43.4 19.8 ¥ -54%
Earning before interestand tax 12.8 29.5 41.6 19.4 ¥ -53%
Net Profit 6.0 28.2 41.6 19.4 ¥ -53%

greater than or equal to 250 employees

Total Income 822.6
Total production costs 80.1
Gross Value Added 744.6
Operating Cash Flow 742.5
Earning before interest and tax 700.4
Net Profit 541.3

It should be reiterated that the domination of the market by the supermarket chains and a result of the actual
economic crisis effects still persisting in Romania with a very slow trend of economic growth, the capital and
labour productivity are decreasing between 2008 and 2012; the average of wages and salaries has a
contradictory evolution as a response of the companies during their attempts to adapt to the market
challenges. This evolution can be seen in Figure 4.19.6 bellow.
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Figure 4.19.6: Romanian capital productivity, labour productivity and average salary trends, by size category, 2008-2012

These indicators reveal the actual status that it could be the base for the policy makers’ guidance for the
medium size companies, supporting the investments and helping the consolidation of the companies having 11-
249 employees, covering more than 75% of total results in the sector, mainly in capital productivity, ensuring
the increasing of the average salary.

4.19.4 Romanian seafood trade

The evolution of the market situation during 2008-2012 illustrated in Figure 4.19.7 conduct to a conclusion that
the processing sector is dependent on imports of fish/fish products and some other raw material for
production, and the result is in unbalanced trade balance, big imports versus small exports during the period,
both intra and extra EU. The unbalanced amount is over €100 million, having the smaller level in 2011, due to
the fact the imported quantities decreased also at 63.6 thousands tonnes comparing with 2010. The
dependency of the market on foreign sources is explained on the missing marine fish species and sea food,
because the marine aquaculture is not developed, the national fishery is offering small quantities catch in the
Black Sea (the only fishing area and the fleet capacity is very low, in number of fishing vessels, as well as GT and
KW-the ceiling level imposed by the EU Commission - and the aquaculture sector is offering fresh water
species, generally from carp family (dominated by the Asian carp species) and certain quantity of trout, as the
inland fishery is also offering to the consumers. More than that, the consumption of fish per capita is very small,
and the additional quantities of fish to cover the national market demands are covered by import. The imports
from EU countries reached 43.7 thousands tonnes and 19.9 thousands tonnes are from extra EU countries. In
2012 the imported quantities increased up to a total of 71.6 thousands tonnes amounting €143 million, out of
which €116.9 million from EU countries and €26.1 million from non EU countries. The negative unbalanced
trade amounted over €127 million, in 2012.
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Figure 4.19.7: Romanian seafood trade balance trends in volume (left) and value (right)

Regarding the composition type of import and export of fish, as value, reveals that the in 2012 less than 20%
came from Extra EU countries, resulting in an orientation of this type of trade to EU countries; as well as the
exports are mostly oriented to the EU countries — approximately 90%, and only 10% to Extra EU countries —
Figure 4.19.8.
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Figure 4.19.8: Romanian seafood imports (left) and exports (right) composition by type of origin/destination: shares in
value

Responding to the market national needs, especially in order to cover the reorientation of consumers to
diversify the structure of fish and fish products consumption, the traders are attempting to respond diversifying
the import origin from various countries — 35%, and from EU countries, on which the share is spread mainly by
Italy, Nederland, Poland, Deutschland, Spain, Sweden — totalizing more than 47%, and non EU countries such as
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Vietnam, Thailand, Peru, Norway, Taiwan and USA for approximately 18%. All percentages are shares of total

import value - see Figure 4.19.9.
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Figure 4.19.9: Romanian seafood imports (left) and exports (right) trends by most relevant trade partners: shares in

value
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Figure 4.19.10: Romanian seafood imports (left) and exports (right) trends by most relevant commercial species: shares

in value

Considering the species imported targeting the diversification of internal market consumption, and raw material
for production (oriented to the internal market and for export), as per the Figure 4.19.10, it can be observed the
main fish species imported, as follows:

Mackerel, miscellaneous tunas and other marine fish amounting more than €86 million;
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Herring, salmon, pangasius and trout fish amounting around €40 million;

According to the same data the exports, less than €16 million, are represented by the main fresh fish and fish
products, such as:

Mackerel — €2.7 million, pangasius — €1.2 million, cuttlefish — €0.7 million; salmon — €0.5 million, herring — €0.4
million, amounting more than 30% of total value of exports;

The rest of 70% is represented by other products and processed species such as: hake, sardine, miscellaneous
shrimps, tunas and small peclagics, trout, sole, carp and cod — mainly.

This statistic is showing the attempts of traders and producers, despite the small dimensions of the industry
(compared with other countries) trying to diversify the production and entering in other markets.
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Figure 4.19.11: Romanian seafood imports (left) and exports (right) trends by type of products: shares in value

As per the mentioned above, the same considerations should be done analyzing the structure of imports and
exports by products type — Figure 4.19.1. More than 75% of imports are prepared-preserved and frozen fish/fish
products, followed by fresh fish — around 18% and around 7% dried-salted-smoked fish/fish products. Mean
time in the exports structure fresh fish is more than 32%, frozen fish/products — 40% prepared-preserved
around 20% and salted-dried-smoked around 8%.

4.19.5 Trends and drivers for change

Romania started to implement the data collection programme in 2008 for marine fishery and aquaculture.
Starting with 2009 data were collected for each segment and transmitted to JRC/EC according to each data call.
The first aspect should be underlined is the fact that number of processing enterprises is varying form year to
year because of the instability of owners keeping the main activity processing during the analyzed period; this is
a structural weakness of the sector leading to the different results in assessing annually the support of the
sector to the economy growth. Consequently the total income and costs, as well the other indicators, especially
those used for efficiency evaluation have certain fluctuation, as figures and indices evolution. Considering these
mentioned specific aspects of the sector should be stressed, again, the importance must be granted by the
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national authorities, under fish policy principles, oriented to the a stable evolution of the sector in short and
medium term.

Considering the potential of the internal sectors of fishery (inland mainly, and marine) and fresh water
aquaculture direction of developments, it could be observed that the fish and other raw material for production
are coming from imports, and the national products are used in a small percentage. This is generating a
negative balance for trade (as import and exports), in one hand, and, in the other hand the les diversification of
the products offered for the internal consumers, as well as the export opportunities are dependent to imports,
also. The explanation could be that the imports are consisting in other fish species, mainly marine ones, nor
provided by national resources, as first element of analyse, but, also, by the lack of available quantities and not
varied spectrum of production technologies, using intensive manual work and less new equipments.

Those realities are asking for more measures to organize the producers, to guide them on enlarging the chain
production-advertising-sales, focusing in the last two components. These could be opportunities on using funds
through the new EMFF under national OPF. As per 2013 Annual Implementing Report of EFF, for processing
have been used only €0,8 million. This resource should be better used in the future, because the previous and
actual policy in the meter do not provide subsidies granting for the sector, in the actual situation still facing the
consequences of the last economic crises.

Is still persisting the huge challenge from super markets chains, dominating the national market, the
contribution of the sector to the national GDP is insignificant, near to zero, as the whole fish sector in the
country.

Taken into account the needs of the domestic market there are important opportunities to invest in the sector
(the processing enterprises having good efficiency and level of profitability in Romania). In the same time,
should be mentioned the week concentration of the capital, as well the geographical distribution over the
country, the most important companies being located in the capital (here is around 11% of total country
population - first, and second - the main entries of imported fish and other raw material for production are also
located around the area).

As in the last evaluation of the sector, the main conclusion is valuable, namely, the responsible authority in the
country has to take the necessary measures and to promote the opportunities of the new EMFF, so that
processing sector might have a bigger contribution to the national economy growth, cooperating with the
specific structure of processing units (organization of the producers, and why not including main traders),
because for 2013 the same uncertainties are foreseen for this type of industry.
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4.20 SLOVENIA

4.20.1 General overview of the Slovenian fish processing industry sector

In 2012 there were 15 companies in the Slovenian fish processing sector. Between 2008 and 2012, the number
of companies increased by 25%. In 2012 Slovenia had 10 companies with less than 10 employees, two
companies with 11-49 employees and three companies with 50-249 employees. Among them are 6 companies
with fish processing as not main activity. These companies generate €2.1 million of turnover from fish
processing, which representing 6.5% of all turnover from fish processing activities.

In 2012 the turnover was €32.3 million. Between 2008 and 2012 the turnover of Slovenian fish processing
industry increased by 11%.4.20.

The value of raw material decreased by 32% from 2008 to 2012 and amounted €11.2 million in 2012.

In the Slovenian fish processing sector was 354 employees in 2012. With respect to the gender of those in
employment, women are predominated with 206 employees. According to the FTE there were 306 FTE
employees in 2012. Among them were 178 women and 128 men. The level of employment increased between
2008 and 2012, with total employed increasing by 42% whiles the number of FTEs increased by 45% over the
period.

Slovenian fish processing industry mainly depends on imports of raw materials. The raw material for fish
processing industry is traded from all over the world, but most of the raw material comes from the EU. Only a
few companies depend on local landings of sardines and anchovy.

In 2012 Slovenia imported 14.2 thousand tonnes of fish and fish products, while the Slovenian volume of
landings for this year amounted 330 tonnes. In the same year Slovenian aquaculture sector has produced 1.2
thousand tonnes of fish and shellfish.

The main products in Slovenian fish processing industry are various fish cans, Tuna pate, dried cod spread, and
products from cephalopods, Atlantic salmon and hake filet. Turnover from the Fish cans and tuna pate
represents almost 50% of all turnovers from Slovenian fish processing sector.

Most Slovenian fish processing companies is located on the Slovenian coast, including the two largest Slovenian
companies which employing 61% of all persons employed in processing industry and representing around 66%
of all income. All companies which are located on the Slovenian coast representing 72% of all income of
Slovenian fish processing industry.

In the period 2010-2012 Slovenian fisheries processing sector underwent major structural changes. Small
businesses are brought together in larger companies which have more impact on the market. Some of the larger
companies that are dealing with different types of processing activities, separated fish processing from other
activities formed a new smaller companies which are exclusively engaged in the processing of fish and other
marine organisms. Consequently, the share of other income in total income has decreased in the period 2010-
2012. The structural changes made in Slovenian fish processing sector had impact also in Slovenian employment
trends in period 2008-2012.
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Socio-Economic aspects - Employment (male FTE/female FTE) and wages

Total employment was 354 jobs and 306 FTEs in the Slovenian fish processing sector in 2012, see Table 4.20.1.
The level of employment in the Slovenian fish processing sector has decreased between 2011 and 2012. The
total number employed decreased by 7% between 2011 and 2012 while the number of FTEs decreased by 13%.
Among all employees are 58% of women 42% and of male.

Mean wage per employee in the Slovenian fishing processing industry amounted €17.1 thousand in 2012 and it
was 6% lower from average wage in Slovenia in the same year, which was €18.3 thousand. Mean wage in fish
processing sector decreased by 20% from 2008 to 2012. Lower average wages are mainly due to lowering
production costs as a response to economic crisis.

Table 4.20.1: Slovenian fish processing industry sector overview, 2008-2012

~ ~
- -
o %
- [=]
(=] (=]
a0 a0
< <
Variable
Structure (number)

Total enterprises 12 13 13 14 15 | 7% £ 25%
<10 employees 7 9 8 8 10 | 25% £ 43%
11-49 employees 4 3 3 3 2| -33% =  -50%
50-249 employees 1 1 2 3 3= 0% <= 200%
2250 employees 0 0 0 0 o= 0% = 0%

Employment (number)

Total employees 250 223 266 379 354 | 7% & 42%
Male employees 105 93 110 159 148+ 7% & 41%
Female employees 145 130 156 220 206+ 6% £ 42%

FTE 211 210 234 351 306+ -13% £ 45%
Male FTE 89 87 97 148 128+ -13% & 45%
Female FTE 122 123 137 203 178+ -12% £ 46%

Indicators
FTE per enterprise 17.6 16.2 18.0 25.1 204" -19% £ 16%
Average wage (thousand €) 21.4 21.5 26.4 22.8 171+ 25% = -20%
Labour productivity (thousand €) 54.9 43.1 52.0 55.0 333+ -39% = -39%
Unpaid work (%) 4.2 3.6 1.2 0.7 04| 46% ¥ -91%

267



400 30

T "
£ E
E 350 ]
}3 25 2
<
& 300 =
= %
20 ©
250 2
&
200 15 ¥
<
150
10
100
5
50
0 0
2008 20m 2010 2011 2012
Male FTE Female FTE Average wage (thousand £€)

Figure 4.20.1: Slovenian employment trends, 2008-2012

4.20.2 Economic performance of the Slovenian fish processing industry sector

The total amount of income generated by the Slovenian fish processing industry, in 2012, was €75.9 million
Euros. This consists of €0.1 million in subsidies, €32.3 million in turnover and €43.5 million in other income.

Slovenia has just a few processing companies that are entirely committed to fishery products. Most companies
do have different types of processing activities, of which fish may be one, but not necessarily the most
important one. That is the reason for large share of other income in total income — 57 %.

In the period 2010 - 2012 Slovenian fisheries processing sector underwent major structural changes. Small
businesses are brought together in larger companies which have more impact on the market. Some of the larger
companies that are dealing with different types of processing activities, separated fish processing from other
activities formed a new smaller companies which are exclusively engaged in the processing of fish and other
marine organisms. Consequently, the share of other income in total income has decreased for 79% in the period
2008-2012.

Between 2008 and 2012 the turnover has increase by 11%, while the profit has decreased by 21% in the same
period. GVA and OCF have decreased for 12% and 33% in the same period. We recorded also decreasing of EBIT
by 40% in the period from 2008 to 2012. The decreased value of performance indicators are mainly due a large
increased value of other operational costs in 2012, as a result of structural changes made in Slovenian fish
processing sector.

The cost of raw material (fish) is the most important input in the processing industry, and covers 41% of the
total running cost. Raw material costs decrease by 32% from 2008 to 2012. Two main species used in Slovenian
fish processing sector are Mackerel and Tuna. The volume and value of Mackerel in 2012 was 1.5 thousand
tonnes and €2.9 million while the volume and value of Tuna in 2012 was 647 tonnes and €4 million. Other
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operational costs is the second most important cost item covers 35% of the total running cost. Wages and
salaries of staff and Energy costs cover 19% and 5%, respectively.

GVA per employee was €28.8 thousand (€33.3 thousnad per FTE employee) in 2012, which is below the
Slovenian GVA per employee average of the same year — €37.2 thousand.

The Slovenian fish processing industry had an estimated value of assets of €27.7 million and a return on
investment of 13.3%.
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Figure 4.20.2: Economic performance of the Slovenian fish processing industry sector, 2012
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Table 4.20.2: Economic performance of the Slovenian fish processing industry sector, 2008-2012

Variable 2009 2010 2011 2012

Income (million €)

Turnover 29.0 26.1 28.6 354 32.3|F -9% 11%
Otherincome 209.6 176.6 37.3 28.4 43,54 53% % -79%
Subsidies 0.4 0.0 0.1 0.0 0.1)= 0% ¥  -84%
Total Income 29.5 26.1 28.7 354 32.3|F 9% 10%
Expenditure (million €)

;”ar::::fjf;srz;;ii‘::erraw 16.5 15.6 11.1 12.2 112|% 8% ¥ 32%
Wages and salaries of staff 4.3 4.4 6.1 8.0 52|  -34% & 21%
Imputed value of unpaid labour 0.2 0.2 0.1 0.1 0.0/ -64% 7 -90%
Energy costs 0.6 0.9 0.9 1.1 1.4|&n 23% <& 134%
Other operational costs 0.4 0.6 4.5 2.8 9.5|&  233% £ 2207%
Total production costs 22.0 21.6 22.6 24.2 27.3 | 13% < 24%
Capital Costs (million €)

Depreciation of capital 1.3 1.4 1.3 1.4 13|+ 9% 3%
Financial costs, net 2.4 0.4 0.4 0.7 0.7|= 0% = -72%
Extraordinary costs, net 0.3 0.9 0.1 0.0 0.2|&  364% -41%
Capital Value (million €)

Total value of assets 53.0 28.0 22.5 32.2 27.7|¥  -14% ¥ -48%
Net Investments 0.8 0.5 0.3 0.3 0.4|&  14% ¥  -50%
Debt 41.2 12.8 11.4 14.0 17.5|& 25% %  -58%
Performance Indicators(million €)

Gross Value Added 11.6 9.1 12.2 19.3 10.2|¥ -A47% -12%
Operating Cash Flow 7.5 4.5 6.1 11.3 5.0/ -56% F -33%
Earning before interest and tax 6.2 3.2 4.7 9.8 3.7|  -62% ¥ -40%
Net Profit 3.8 2.7 4.3 9.2 3.0 67% ¥  -21%
Capital productivity (%) 21.8 323 53.9 59.9 36.8

Return on Investment (%) 11.7 11.3 21.0 30.6 13.3

Financial Position (%) 77.8 45.7 50.4 43.6 63.2

Future Expectation Indicator (%) -1.0 -3.2 -4.6 -3.4 -3.3
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Figure 4.20.3: Income, costs, wages and labour productivity trends of the Slovenian fish processing industry
sector, 2008-2012

4.20.3 Overview of the Slovenian fish processing industry sector by size categories

The total number of fish processing enterprises in the Slovenia was 15 in 2012. The vast majority of them had
ten or fewer employees. Two enterprises had 11 to 49 employees and three enterprises had more than 50
employees. In Slovenia there is no large fish processing company with more than 250 employees. Slovenia has a
few processing companies that are entirely committed to fishery products. Most companies do have different
types of processing activities, of which fish may be one, but not necessairly the most important one.

In terms of full time employment, the smallest segment employs only 8.5% of the total numbers of full time
employees. The segment between 10 and 49 employs 5.4% of the total number of FTE employees, whereas the
segment between 50 and 249 employs 86.1% of the total numbers of full time employees in the Slovenian fish
processing industry.
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Figure 4.20.4: Slovenian main structural and economic variables trends by size category, 2008-2012
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Figure 4.20.5: Slovenian income and cost structure, by size category, 2012
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e Sector less or equal 10 employees

The total amount of income generated by this sector, in 2012, was €32.5 million. This consists of €0.1 million in
subsidies, €2.4 million in turnover and €30 million in other income. Total income decrease for 27% over the
period 2008-2012.

The value of Total production costs decreased by 19% from 2008 to 2012 and amounted €2 million in 2012.

In the period between 2008 and 2012 the net profit has decreased by 53%. GVA and OCF have decreased for
34% and 46% in the same period. We recorded also decreasing of EBIT by 52% in the period from 2008 to 2012.

The main products in the present sector are dried cod spread and products from cephalopods.

e Sector 11-49 employees

The total amount of income generated by this sector, in 2012, was €15.1 million. This consists of €2.6 million in
turnover and €12.5 million in other income. Total income decrease for 83% over the period 2008-2012.

The value of Total production costs decreased by 82% from 2008 to 2012 and amounted €2 million in 2012.

In the period between 2008 and 2012 the net profit has decreased by 87%. GVA and OCF have decreased for
85% and 87% in the same period. We recorded also decreasing of EBIT by 89% in the period from 2008 to 2012.

The main products in the present sector are dried cod spread and products from Atlantic salmon and trout.
e Sector 50-250 employees

The total amount of income generated by this sector, in 2012, was €28.2 million. This consists of €27.3 million in
turnover and €0.9 million in other income. Total income increase for 155% over the period 2008-2012.

The value of Total production costs increased by 183% from 2008 to 2012 and amounted €23.3 million in 2012.
In the period between 2008 and 2012 the net profit has increased by 2219%. GVA and OCF have increased for
109% and 60 % in the same period. We recorded also decreasing of EBIT by 58 % in the period from 2008 to
2012.

The main products in the present sector are various fish cans, Tuna pate, products from cephalopods, Atlantic
salmon and hake.
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Table 4.20.3: Economic performance of the Slovenian fish processing industry sector by size category
(indicators in million €), 2008-2012

Variable 2009 2010 2011 2012

= =
N N
- -
- )
b =)
o 1)
I S
&l o
< g

less than or equal to 10 employees

Total Income 3.4 4.0 3.8 3.3 25 24% V  -27%
Total production costs 2.4 3.4 2.7 2.6 2.0 -24% V -19%
Gross Value Added 1.4 1.4 1.7 1.2 09 ¥ -19% ¥ -34%
Operating Cash Flow 1.0 0.7 1.1 0.7 0.5 -24% ¥ -46%
Earning before interest and tax 0.9 0.5 0.9 0.5 04 ¥ -19% 7 -52%
Net Profit 0.8 0.5 0.8 0.5 04 ¥ -21% 7 -53%
between 11 and 49 employees
Total Income 15.4 10.4 3.8 3.1 2.6 ¥ -18% ¥ -83%
Total production costs 11.3 8.9 4.4 2.9 20 30% ¥ -82%
Gross Value Added 6.2 3.2 0.2 0.8 0.9 & 10% ¥ -85%
Operating Cash Flow 4.0 1.5 -0.6 0.2 0.5 & 148% ~ -87%
Earning before interest and tax 3.5 1.0 -0.7 0.1 0.4 & 189% 7 -89%
Net Profit 2.9 0.7 -0.7 0.1 0.4 & 282% ™ -87%
between 50 and 249 employees
Total Income 10.7 11.7 21.1 29.0 273 ¥ 6% & 155%
Total production costs 8.2 9.3 15.5 18.7 23.3 & 25% 4 183%
Gross Value Added 4.0 4.5 10.3 17.3 8.3 % -52% £ 109%
Operating Cash Flow 2.5 2.4 5.6 10.4 4.0 -62% &  60%
Earning before interest and tax 1.8 1.6 4.5 9.2 2.9 -69% &  58%
Net Profit 0.1 1.6 4.2 8.6 2.3 -74% £ 2219%
Capital productivity Labour productivity Average Salary
80% :‘é 80 g » m<10employees
70% g 70 g 30 11-49 employees
60% £ 60 2 5
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50% 50
’ 20 m 2250 employees
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Figure 4.20.6: Slovenian capital productivity, labour productivity and average salary trends, by size category,
2008-2012
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4.20.4 Slovenian seafood trade

The figure in 4.20.7 gives an overview of the Slovenian seafood trade balance which is significantly negative.
Slovenian fish processing industry mainly depends on imports of raw materials. The raw material for fish
processing industry is traded from all over the world, but most of the raw material comes from the EU. Only a
few companies depend on local landings of sardines and anchovy.

In 2012 Slovenia imported 14.2 thousand tonnes of fish and fish products, while the Slovenian volume of
landings amounted to 330 tonnes. In the same year Slovenian aquaculture sector has produced 1.2 thousnad
tonnes of fish and shellfish. Slovenian exports amounted 3.2 thousand tonnes of fish and shellfish in 2012.
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Figure 4.20.7: Slovenian seafood trade balance trends in volume (left) and value (right)
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Figure 4.20.8: Slovenian seafood imports (left) and exports (right) composition by type of origin/destination:
shares in value

The largest Slovenian seafood import partners in 2012 were Italy (3.4 thousand tonnes), Spain (2.8 thousand
tonnes) and Croatia (1.4 thousand tonnes). Concerning export in the same year, the largest partners were
Austria (1.1 thousand tonnes), Croatia (748 tonnes) and Bosnia and Herzegovina (280 tonnes).
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Figure 4.20.9: Slovenian seafood imports (left) and exports (right) trends by most relevant trade partners:
shares in value

Concerning commercial species, the most relevant import species in 2012 are Miscellaneous tuna (2.9 thousand
tonnes), followed by Squid (2.3 thousand tonnes) and Mackerel (1.1 thousand tonnes). Regarding export, the
most relevant species are Mackerel (1.1 thousand tonnes), followed by Miscellaneous tuna (891 tonnes) and
Squid (327 tonnes). Mackerel and Tuna are also two main species used in Slovenian fish processing sector.
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Figure 4.20.10: Slovenian seafood imports (left) and exports (right) trends by most relevant commercial
species: shares in value

By the type of products, the most relevant import products in 2012 were Frozen products (6.9 thousand
tonnes), followed by Prepared-preserved products (4.4 thousand tonnes) and Fresh one (2.6 thousand tonnes).
Regarding export in the same year, the most relevant were Prepared-preserved products (2.2 thousand tonnes),
followed by frozen products (516 tonnes) and Fresh products (500 tonnes).
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Figure 4.20.11: Slovenian seafood imports (left) and exports (right) trends by type of products: shares in
value

4.20.5 TONNESTrends and drivers for change

Slovenia consumes around 9 kg of fish per year per capita, which is well below the European average of around
22kg. However, fish consumption per capita in Slovenia is growing due to increasing awareness of healthy
lifestyles. So in the future we can expect further development of the fisheries processing industry in Slovenia
and therefore higher revenues from this sector. Because of the increased number of enterprises in the future
and resulting increased competition we can expect a fall in prices of fish products and thus lower profits.

Due to scrapping in 2011 and 2012 the size of the Slovenian fishing fleet decreased between 2011 and 2012,
with the number of vessels by 6% and GT and kW by 38% and 19% respectively. Consequently, the weight of
landings decreases in 2012 for more than 50%. Furthermore Slovenian fisheries sector is affected by the small
size of our sea fishing area, significant characteristic of Slovenian fleet is also age. Average age was calculated at
approximately 36 years in 2012. Because of that and because of increase in markets, the Slovenian fish
processing industry will be even more dependent on imports of fish raw material.

4.19.6. Data issues

Slovenia reported data also from companies with fish processing not as main activity to avoid confidentiality
issues. In this case there is a high proportion of other income.
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Target populations in Slovenia for collecting economic data are all companies who have, according to the data
from Veterinary Administration of the Republic of Slovenia (VURS), a license for the processing of maritime
organisms and the processing involved in practice. The number of such enterprises in Slovenia in 2012 was
fifteen. In June 2013 the questionnaires were sent to all enterprises.

In cases where a questionnaire, as the only source, was used the response rate was 82%. In cases where the
data from annual accounts of business enterprises was used the response rate was 100%, because we have
economic reports for all investigated companies.

Slovenia has a few processing companies that are entirely committed to fishery products. Most companies do
have different types of processing activities, of which fish may be one, but not necessairly the most important
one. This was taken into account when we putting together the questionnaires and in the subsequent analysis
of the data provided. Therefore all the provided data refers just to fish processing part of all companies
activities. Because of the large differences between turnover and total income, only turnover was used in
calculating the indicators (GVA, OCF...).
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4.21 SPAIN

The fishing industry has been the main economic engine for the coastal communities since the ancient to the
present times. As a part of this broad industry, seafood processing has been evolving in parallel with the
development of the fishing fleet along the centuries, and today constitutes a fundamental part in the structure
of production and income in the present fishing communities. Today, the fish processing industry is not just
another economic activity, but also a relevant tool for development and social welfare of the coastal regions,
and provides a way for reallocation of unemployment resulting from the decrease in fishing effort imposed in
the last decades. The processing industry provides full time, more stable and better skilled jobs, which directly
contributes to the improvement of the neighborhood’s livelihood.

In addition to the social importance in coastal communities, the Spanish fish processing industry is a quite
dynamic, profitable and productive activity. The Industry has improved the income and the economic
performance indicators during the last five years. This positive evolution has been leaded by the large
companies of more than 250 employees, which have significantly increased their labor productivity as a result
of their capital intensive production structure. This shift in the factor structure has allowed them to improve
economies of scale. On the contrary, medium size companies have significantly reduced their contribution to
the total GVA and the operating cash flow. This evolution suggests a significant redistribution of the activity
from the medium size to the biggest companies, and can be explained by the intensification of the production
processes in the big companies.

It is expected that in the near future, with the recovery from the financial crisis hitting the country in last few
years, the importance of the fish processing industry as a social and economic regional driver will increase as
the activity in the country also increases.

4.21.1 General overview of the Spanish fish processing industry sector

The Spanish fish processing industry comprised 487 enterprises in 2012. The distribution by number of
employees shows that the industry is composed by a large number of small firms. Around 84% of the industry
are companies below 50 workers, and companies under 10 employees represent 36.5%. The number of
enterprises decreased 5% with regard to the previous year and 15% since 2008. The decreases in the number of
enterprises are common to all the size segments, but lower in companies between 11 and 249 employees, and
more pronounced in the case of the smaller enterprises with less than 10 employees. Companies between 11
and 49 employees even increased by 5% with 11 new enterprises established in 2012. On the other hand, the
largest companies, those with over 250 employees, remained stable in the last two observed years.

A decrease in total employment and FTE can also be observed in the trend of the evolution in the number of
companies. However, the destruction of work is slowing down in the last observed years, pointing to an
apparent recovery and stabilization. Total employment decreased 7% from 2008 but remained at the same
levels between 2011 and 2012. Full time employment decreased 9% since 2008, but only 2% in the last 2 years.
The consequence of these changes revert the situation observed in 2011, when the number of full time
employees increased with regard to the previous year. The data for 2012 indicates that some full time contracts
are being converted into part time. Anyway, the rate of full time employment in the processing industry is much
higher than in other fishery activities.
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Regarding gender distribution of labor, it is worthy to mention that the Spanish processing industry has been
traditionally intensive in the use of female employees as a result of technical division of work in the coastal
areas. This scenario is changing in the last years and while in 2008 there were 12,514 females (11,732 FTE) in
confront of 7,233 males’, in 2012 the distribution was 9,730 females (9,204 FTE) versus 8,594 (8,195) males.
Males appear to be replacing females in a similar opposed trend. Female total employment has decreased 22%
in the full observed period and male total employment increased 19%. In terms of full time employment the
decrease in females (22%) was even greater than the increase of males (11%). As a result of these trends, the
gender distribution of labor in the processing industry is becoming more balanced than it used to be. All seems
that this kind of jobs, which were traditionally considered as female work, it is also becoming interesting for
males. As women got their retirement, they are being replaced by a larger amount of men, resulting in some
sort of gender equilibrium. Upcoming years will clarify whether gender equilibrium will persist or whether fish
processing is becoming a male intensive work like it is actually the wild fishery.

Despite the absolute decrease in full time employment, when analyzing the relative FTE per enterprise it shows
a decrease between 2008 and 2009, but an important recovery between 2010 and 2012 reaching higher levels
than those observed in 2008. The evolution of this indicator shows that, even employment and the number of
companies have decreased; the remaining companies are providing better quality jobs in terms of workers
occupation and income. An increase in the average wages is consistent with the idea of more skilled labor
resulting from a higher rate of full time employees. Wages rose 6% since 2008, with a peek of 26 thousand euro
in 2010 and kept stable in 25.1 thousand euro in the following two years. Labor productivity also increased since
2008 by 17% even it have had a change in trend in 2012 when it resulted in a decrease of 3% with regard the
value recorded in the previous year.

Table 4.21.1: Spanish fish processing industry sector overview, 2008-2012

N N
- -l
& ©
- (=]
=] =1
(< ()
< (5]
Variable
Structure (number)

Total enterprises 572 585 552 513 487 | 5% ¥ -15%
<10employees 239 234 215 209 178+ -15%  -26%
11-49 employees 247 267 253 218 229 | 5% ¥ 7%
50-249 employees 75 75 76 77 71 8% ¥ 5%
2250 employees 11 9 8 9 9|== 0% 7 -18%

Employment (number)

Total employees 19,737 19,331 18,581 18,390 18,324|= 0% 7 7%
Male employees 7,223 8,614 7,321 7,858 8,594 | 9% < 19%
Female employees 12,514 10,717 11,260 10,532 9,730 8%  -22%

FTE 19,095 18,449 17,590 17,702 17,399+ 2% 7 9%
Male FTE 7,363 8,461 7,142 7,679 8,195 |« 7% < 11%
Female FTE 11,732 9,988 10,448 10,023 9,204 | 8% 7 -22%

Indicators
FTE per enterprise 33.4 31.5 31.9 34.5 35.7 | 4% & 7%
Average wage (thousand €) 23.6 25.0 26.0 25.1 25.1|== 0% < 6%
Labour productivity (thousand €) 62.7 70.5 70.2 75.3 73.4| 3% & 17%

! Note that male FTE in 2008 is bigger than total male employment. This has to be a mistake in data collection which was not clarified by
the time this report was prepared. Anyway, the real figure of male employment should not be much higher than the reported 7,200
employees.
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Figure 4.21.1: Spanish employment trends, 2008-2012

4.21.2 Economic performance of the Spanish fish processing industry sector

During the last five years the national processing industry has increased 10% its total income, which results in a
significant positive evolution in a context of financial crisis. This evolution shows a strong and well organized
industry that has been able to recover from the financial crisis faster than other industries of the primary sector.
It can be explained by a process of concentration described in the previous section, but also by the strong
reorientation of the activity during the last five years focused on the production of high value added products.
Due to the stagnation in the domestic demand due to the economic difficulties in Spain, the industry has
increased its marketing effort on other EU countries where demand persists solid. This focus on foreign markets
with high added value products has reduced reliance on domestic demand.

The 98% of the Spanish fish processing industry’s income comes from sales turnover, suggesting a strong
dependence on the main activity. Turnover has followed a positive trend during the period analyzed resulting in
an increase of 9% between 2008 and 2012, although last year this variable experienced a decrease of 2%.
Innovations developed by the industry and orientation to new market suggest that this negative data is a
fluctuation and not a real change in trend. Direct subsidies account for less than 1% of total income and
remained stable during the observed period. The low dependence of the total incomes on subsidies and other
incomes resulted in a similar evolution of the total incomes and turnover.
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Figure 4.21.2: Economic performance of the Spanish fish processing industry sector, 2012

The main operational cost of the Spanish fish processing industry is generated by the purchases of raw material
which in 2012 accounted 73% of the total production costs. This cost has increased 12% during the observed
period, especially in the last three years when the expenditure in raw material increased from €2.5 to €2.7
billion euro. As well as the total income, the purchases of raw material experienced a decrease between 2011
and 2012. This, along with the decrease in the number of companies and employees, indicates a reduction in
the activity of the industry during 2012. The evolution of the energy cost helps to confirm the argument of an
increase in the production during the period analyzed, since it grew an 18% percent between 2008 and 2012.
Energy was the production cost with the highest increase and it can be explained by several reasons. Firstly, the
increase in the production requires more energy for the production process. Then the rise in the energy price in
Spain during the last years, particularly the electricity, which is the main energy source used by this industry.
Finally, it also can be a consequence of the innovation process, especially between 2008 and 2010, in which the
industry became more capital intensive. This last argument is coherent with the decrease in the number of
employees combined with an increase in the production.

Total salaries decreased 3% between 2008 and 2012, and the €432.7 million of labor cost in 2012 represented
12% of the total production cost, which was a decrease compared with 2008 when the labor cost accounted
13% of the production cost in the industry. However, the reduction in labor cost was proportionally lower than
the decrease in the number of employees, suggesting an increase in the average salary. That was particularly
significant in a negative economic context, and can be explained by an improvement in the qualification of the
labor force, pointed in previous sections, associated to the innovation and capitalization process at the industry.
During the last two years analyzed the average salary has stabilized around €25 thousand euro per year.

Finally, other operational costs, mostly associated with external services, have not followed a clear trend, with

increases and decreases from year to year. However, the importance of the other operational cost in the total
production cost has remained stable around 13% during the last three years analyzed.
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Table 4.21.2: Economic performance of the Spanish fish processing industry sector, 2008-2012

Variable

— —
~ ~
- b
- ©
o =]
=) =]
I I
ol ol
L= L=

Income (million €)

Turnover 4,148.2 4,112.1 4,256.1 4,646.4 4,533.2|F 2% 9%
Otherincome 29.2 27.9 22.7 22.9 45.0|&  97% £ 54%
Subsidies 25.0 28.0 28.4 28.2 25.3|% -10% < 1%
Total Income 4,202.4 4,168.0 4,307.2 4,697.4 4,603.5|F -2% 10%

Expenditure (million €)

Purchase offish and other raw

material for production 2,433.1 2,282.7 2,503.1 2,7445 2,727.3|F -1% 12%
Wages and salaries of staff 446.6 430.6 430.1 441.0 4327+ 2% = -3%
Energy costs 69.4 68.5 70.7 83.2 81.7|+ 2% 18%
Other operational costs 476.8 487.6 470.0 508.2 492.7|% -3% 3%
Total production costs 3,429.3 3,299.2 3,501.9 3,780.6 3,738.0/F 1% 9%

Capital Costs (million €)

Depreciation of capital

4

Financial costs, net 107.4 94.7 50.9 84.5 53.8 -36% -50%

Extraordinary costs, net 13.5 6.4 3.4 -7.6 -3.6) 53% ¥ -127%

Capital Value (million €)

Total value of assets
Net Investments 204.6 125.6 112.9 80.5 88.5) 4 10% = -57%
Debt

Performance Indicators(million €)

Gross Value Added 1,198.1 1,301.3 11,2349 1,333.5 1,276.5|F A% 7%

Operating Cash Flow 773.1 868.8 805.3 916.8 865.5|F -6% £ 12%
Earning before interest and tax
Net Profit

Capital productivity (%)

Return on Investment (%)

Financial Position (%)

Future Expectation Indicator (%)

Capital costs followed an irregular evolution, which may be related to the financial needs and the financial
structure of the companies. The net financial result showed a decrease of 50% in the financing cost of the
production activities. Without additional information it is not possible to assess whether this evolution in capital
cost are related with changes in the amount of debt, changes in the debt structure, changes in the interest rates
or renegotiation of the existing debt. Extraordinary costs also show a similar irregular trend. Finally, net
investments have decrease 57% from 2008. The decrease in the investments may be related both with the crisis
affecting industrial investments in Spain, but also with the modernization and capitalization strategy developed
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in the previous years. The net investment in the fish processing industry in 2012 was a 10% higher than in 2011
what can means a change in the trend, and the first step for a new strategy of investments, both for the
renovation of the depreciated capital, but also for new improvements.
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Figure 4.21.3: Income, costs, wages and labour productivity trends of the Spanish fish processing industry
sector, 2008-2012

The only available economic performance indicators to assess the evolution of the performance in the Spanish
seafood processing industry are the gross added value and the operating cash flow. These indicators may not be
enough to develop a detailed analysis of the profitability and performance of this industry in Spain. GVA
evolution between 2008 and 2012 reflects fluctuations, but during this period it accounted between 28% and
31% of the total income. The same can be said about the operating cash flow which ranged between 18% and
21% of the total income.

4.21.3 Overview of the Spanish fish processing industry sector by size categories

The detailed analysis of the employment (FTE) and the number of enterprises by size categories shows
significant changes in the structure of the Spanish fish processing industry. Data show a general decreasing
trend in the number of companies and employees. However, these reductions had different impacts in the
companies according to their size. The number of companies decreased in all the cases, but especially in the
small companies segment (less than 10 employees), which fall 26% between 2008 and 2012. In the case of the
big companies (more than 250 employees) there was a decrease of 18%, when in 2012 there were 9 companies
operating instead of the 11 companies that were active in 2008. Medium size companies (more than 10 and less
than 250 employees) have been those which better withstood the impact of the economic crisis, decreasing
only 7% during the observed period. However, this medium size segment, which in 2008 and 2012 generated
72% and 70% of the total employment in the industry, was the only category that decreased the average
number of employees by enterprise, as a consequence of a bigger reduction in the number of employees than
in the number of enterprises. On the contrary, big companies significantly increased the average number of
employees from 398 to 496 between 2008 and 2012, resulting in an increase of 25%. These changes confirm
that the small companies have been the most affected by the financial crisis, as a consequence of their higher
difficulties in access to credit and liquidity, due to their small scale both in terms of assets and production. The
medium size companies received a lower impact from the negative economic context, but at the same time
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they needed to reduce their work force. Finally, the increasing work force in the big companies can be the
consequence of a strategy according to which these enterprises used their scale as a competitive advantage to
reduce their unit cost and increase their economic margin or reduce the impact derived from reduction in
prices.
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Figure 4.21.4: Spanish main structural and economic variables trends by size category, 2008-2012

The contribution of the small enterprises to the Spanish fish processing industry remained stable despite the
reduction in the number of companies and employees. Both the total income and the total production cost
obtained in the small business section accounts around 4% of the total industry, and 5% in the case of FTE. The
total income and the total production cost of the small companies decreased during 2009 and 2010, but
increased again during the last two years analyzed until recovering the income obtained in 2008. Different from
the general trend of the sector, which started to increase total income in 2010, small companies needed more
time to adjust their business to the new economic context. Considering that there were 61 less small companies
in 2012 than in 2008, the incomes obtained in 2011 and 2012 were better. The proportional increase of the
total income between 2010 and 2012 was higher that the proportional increase in the total production cost and
suggest and improvement in the average profitability of the production process obtained in this category of
enterprises.

The medium size companies generated in 2012 61% and 63% of the total income and the total production cost
of the Spanish fish processing industry respectively. It evidenced a reduction compared to 2008, when these
percentages achieved 67% and 65%. Medium size companies employed in 2012 the 70% of the workforce in the
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industry, what is similar to the 72% achieved in 2008. The evolution in the total income and the total production
cost in the medium size companies between 2008 and 2012 have followed the evolution of the industry, that is,
a positive trend since 2008 to 2011, and then a decrease in both variables during 2012. The companies of this
section suffered a reduction in the profitability of their production process because of a decrease of the total
cost in 2012 proportionally lower than the decrease in the total income.

In contrast with the small and medium size enterprises, the large companies increased their importance in the
Spanish fish processing industry. The contribution of the big companies to the total industry’s income increased
from 29% to 35% between 2008 and 2009. Also the contribution to the employment increased from 23% to 26%
in the same period. The recovery of total income after the first years of the economic crisis started in 2010.
Further, it kept on growing until 2012. While the industry suffered a decrease of 2% in the total income in 2012,
big companies increased this variable by 23%., suggesting an increasing effort of concentration in the biggest
companies. An improvement in the economic results of the production process is evidenced by a higher
proportional increase in the total income than in the total cost of production in 2012.
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Figure 4.21.5: Spanish income and cost structure, by size category, 2012

The income in all the size categories shows the same structure and it has been following the same trends.
Around 98% of the total income was generated by turnover, while the subsidies received by the enterprises
represented less than 1% of the total income. Considering this last percentage, the performance of the industry
is far from having a reliance on subsidies. In 2012 all the size categories of the industry obtained more incomes
that the cost assumed to develop the production, resulting in a positive operating cash flow. The analysis of the
cost structure and the subsequent comparison between the different categories revealed some interesting
differences. Labor cost represented 13% in the small and medium size companies while in the large companies
it was less than 9%. It suggests a more capital intensive production in the case of the big ones. Energy cost
achieved more than 2.5% of the total production cost in the small and medium size companies while this
percentage only represented less than 1.5 in the large ones. This can be explained by several reasons: the use of
more energy efficient systems at the big companies and, an electricity price system in which the more you
consume, the lower is the price. The other cost achieved around 13% in all the size categories. The purchase of
fish and raw materials achieve 72% in the case of the small and medium size companies and 76% at the big
companies. This can be explained by the development of a production process less labor intensive and more
intensive in capital and technology, which allow big companies to process proportionally more quantities of
seafood.
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Table 4.21.3: Economic performance of the Spanish fish processing industry sector by size category
(indicators in million €), 2008-2012

Variable 2008 2009

A (2011-12)

less than or equal to 10 employees

Total Income 168.3  148.2 133.5 170.6 172.7 s 1% 3%
Total production costs 136.8 1153 116.6  117.0 139.6 £ 19% £ 2%
Gross Value Added 58.3 53.0 34.6 73.9 502 ¥ -32% ¥ -14%
Operating Cash Flow 31.5 32.9 16.9 53.6 33.0 ¥ -38% < 5%
Earning before interest and tax
Net Profit

between 11 and 49 employees
Total Income 1,033.6  983.1 995.8 1,016.5 893.8 ¥ -12% = -14%
Total production costs 828.6 784.2 782.0  835.7 785.6 ¥ 6% ¥ 5%
Gross Value Added 328.3 324.7  336.7  284.1 2188 ¥ -23% = -33%
Operating Cash Flow 204.9 199.0 213.9 180.8 108.2 W -40% ¥ -47%
Earning before interest and tax
Net Profit

between 50 and 249 employees
Total Income 1,793.2 1,949.3 2,019.6 2,187.8 1,916.0 ¥ -12% 7%
Total production costs 1,392.7 1,462.2 1,618.2 1,759.4 1,558.4 F -11% & 12%
Gross Value Added 574.6 677.6 598.5 624.4 5344 = -14% ¥ 7%
Operating Cash Flow 400.5 487.1 401.4 4284  357.7 % -17% ¥ -11%
Earning before interest and tax
Net Profit

greater than or equal to 250 employees
Total Income 1,207.3 1,087.4 1,158.2 1,322.5 1,621.0 £ 23% £  34%
Total production costs 1,071.1 937.6  985.1 1,068.6 1,254.4 & 17% & 17%
Gross Value Added 236.9 246.0 265.0 351.0 473.2 & 35% £ 100%
Operating Cash Flow 136.2 149.9  173.1 254.0  366.6 £ 44% £ 169%

Earning before interest and tax

Net Profit

As in the whole industry, all the size categories resulted in a positive GVA and operating cash flow during the
period analyzed. However, the analysis by size categories shows differences in their evolution and in their
contribution to the total industry.

Although the positive evolution in 2012 of the GVA and the operating cash flow in the big companies, where it
grew 35% and 44% respectively, the negative evolution of these two indicators in the whole industry is
explained by a decrease in small and medium size companies. The proportional reduction is higher in the small
companies, 32% and 38% reduction in the GVA and the operating cash flow respectively, than in the medium
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size companies, where these two indicators decreased 17% and 24% respectively. However, the real impact in
industry’s economic results came mostly from medium size companies, in which the decrease in value, in
absolute terms, was higher than in the small companies.

The contribution of the small size companies to the GVA and the operating cash flow have remain stable around
5% between the period considered. However, in the case of the medium size and the big companies there have
been significant changes. While in 2008 the contribution of the medium size and big companies to the GVA
were 75% and 20% respectively, in 2012 these percentages decreased to 59% in the medium size companies
and increased to 37% in the big ones. This evolution suggests a significant redistribution of the activity from the
medium size companies to the biggest ones, and can be explained by the intensification of the production
processes in the big companies. Their bigger size may helped them to reduce the impact of the financial crisis by
increasing the production and taking advantages from the economies of scale that they can obtain due to their
higher use of capital. The same situation has taken place in the case of the operating cash flow, but in a more
intense way. The contribution of the medium size companies and the big companies to the industry GVA
decreased 22% and increased 87% respectively, while their contribution to the operating cash flow decreased
31% in the medium size companies and increased 141% in the big ones. Different from the GVA, the operational
cash flow also considers subsidies and labor cost in its calculation. Subsidies has not an impact in this case
because of its low value, but the lower importance of the labor cost in the production cost structure of the big
companies compared with the medium companies allowed big companies to obtain an operational cash flow
that achieved 23% of their total income in 2012 compared with 11% in 2008, while for the medium size
companies represented 17% in 2012 and 21% in 2008.
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Figure 4.21.6: Spanish labour productivity and average salary trends, by size category, 2008-2012

The evolution of labor productivity in the small and medium size companies between 2008 and 2012 reflects
fluctuations and a decreasing behavior during 2011 and 2012. On the contrary, labor productivity in big
companies has significantly increased during all the period analyzed and the value reached in 2012 was 96% and
23% higher than in 2008 and 2011 respectively. The average salary in the Spanish fish processing industry has
remained stable between €20 thousand and €25 thousand during the observed period. The average salaries at
this industry have been over the Spanish national average salary all the years analyzed, particularly around 5%
higher during 2010, 2011, and 2012 (INE, 2014). However, there were differences in the average salaries and
their evolution by size categories. In 2008 the employees at small companies earned and average salary more
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than 20% higher than in the medium and big size companies. However, between 2008 and 2009 there was an
adjustment in the salaries of small companies resulting in a decrease of more than 30% of the average salary.
Such a decrease can be explained by the difficulties derived from the economic crisis and the need to reduce
production cost. After 17% increase in the average salary in the small companies in 2010, this variable has
remained stable until 2012. The evolution of the average salaries in the medium and big size companies has
followed a positive trend during the period considered.

4.21.4 Spanish seafood trade

Spain is the second largest per capita seafood consumer country in the EU after Portugal, and thus, a net
importer of seafood products. Frozen seafood is the main group of commodities in terms of quantities and
value, either for imports or exports. However, the relative value of imports exceeds the value of exports, which
in part is a result of internal consumption, like it happens with fresh fish imports. Prepared or preserved
seafood, instead, result in a greater relative value for exports rather than imports, which is a consequence of
the aggregation of value undertaken by the Spanish processing industry consisting in further processing,
packaging and branding (Fig. 4.21.11).

Imports Exports
100% - _— — —_— — 100% — — — — —
90% 90%
80% 20%
70% 70%
60% 60%
50% 50%
40% 40%
30% 30%
20% 20%
10% 10%
0% 0%
2008 2009 2010 2011 2012 2008 2009 2010 2011 2012
m fresh B prepared-preserved mfresh m przpared-preserved
frozen B dried-salted-smoked frozen | dried-salted-smoked

Figure 4.21.11: Spanish seafood imports (left) and exports (right) trends by type of products: shares in value

The high rates of seafood consumption by Spanish population result in negative trade balances in all the
observed years both in terms of quantities and values (Fig. 4.21.7a). The situation changes when the different
categories of imported commodities are considered separately. As the preference among Spanish consumers is
focused on fresh seafood, reporting the higher market prices, it is very unlikely that fresh products would have a
significant contribution on exports, and thus, it increases the negative values of the trade balance when fresh
products are considered.
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Figure 4.21.7a: Spanish seafood trade balance trends in volume (left) and value (right)

When considering the different categories of processed seafood, the absolute value of the different trade
balances decreases. This is a direct consequence of changes in the orientation of the local processing industry,
which in the first decade of the century became more dependent on imports of already processed or partially
processed commodities to be finalised in Spain rather than on fresh raw materials. The canning industry is a
good example of these new trends in the industry, in particular canned tuna products, where the exported
amounts almost match with that of imported prepared or preserved tuna. Other canned fish and shellfish like
anchovy, sardine or cephalopods, which are very popular across consumers, are also strongly dependent on
partially or already processed imports which are further completed, packaged and branded to be sold in the
domestic markets. As a result of this practices, the negative value of the trade balance of processed and
preserved seafood products is considerably smaller than the values observed with the aggregation of all
seafood commodities (Fig. 4.21.7b). The decrease in the absolute value of the trade balance of processed and
preserved seafood is even higher in the last observed years, as a result of an increased industry’s exporting
effort due to the fall in internal demand motivated by the impacts of the financial crisis on domestic
consumption.
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Figure 4.21.8b: Spanish processed and preserved seafood trade balance trends in volume (left) and value
(right)

Dried, salted and smoked fish (Fig. 4.21.7c) offers another particular situation in which the example of salted
cod is quite illustrative. Salted fish in general and cod in particular are quite traditional products appreciated by
Spanish consumers since several centuries ago. Raw materials had a significant supply from the domestic fleet
until the late 80’s, when overfishing issues exhausted the New Foundland fishery. Today, even holding about
15% of the total EU cod quota, the industry strongly depends on imports in order to sustain the existing capacity
of salted cod facilities. The bulk of imports consist on cod salted or in brine, locally known as “bacalao verde
(green cod)” which is then dried and processed in Spain. The final products are mainly consumed in the
domestic market, with some exports to neighboring countries like Portugal, France or Italy. The resulting
balance trade is negative since local demand is strong enough to cover a large quota of the final supply. In the
case of smoked fish the trade balance is even more negative since most of the product is imported ready for
final consumption.
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Figure 4.21.9c: Spanish salted, dried and smoked fish trade balance trends in volume (left) and value (right)
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Finally, frozen fish shows a similar profile as prepared and preserved but with a stronger domestic demand,
resulting in more negative trade balances. Besides smaller exported quantities, another important difference
with regard the canning industry is the value of frozen exports which is considerably lower compared with the
value of imports. This observation suggests that the more expensive frozen fish products are consumed in the
domestic market, while the exports are driven by less valued species and products (Fig. 4.21.7.d).
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Figure 4.21.10d: Spanish frozen fish trade balance trends in volume (left) and value (right)

Imports origin and export destination of Spanish seafood products do not differ too much by categories of
commodities. When considering all seafood commaodities, including fresh products, imports mainly come from
outside the EU, while exports are focused on intra EU trade (Fig. 4.21.8). This is just a result of a maximizing
profit behavior of traders and processors. The EU market, like all developed countries, offers higher prices for
food products imported from developing countries at lower prices. The lack of trade barriers of any kind also
facilitates and increases the attractive of the intra-EU market. This is a common trend in all categories and in
almost all other EU countries with relevance in the processing industry.
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Figure 4.21.11: Spanish seafood imports (left) and exports (right) composition by type of origin/destination:
shares in value.
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Countries of origin and destination of imports and exports (Fig. 4.21.9) vary according to the species and
commodities considered. In general terms Morocco is the main partner for Spanish importers, in particular in
pelagic species and cephalopods whether fresh or semi processed, but also some other demersal species.
Ecuador is another relevant partner from where large amounts of penaeus shrimp and different species of tunas
used in the canning industry are imported. Argentina and Namibia are the two main suppliers of frozen
Southern hake, which complements the supply of fresh European hake, which is the most popular species
across Spaniards. In the last decade China has become another main partner also for Spain as it is being
happening in the rest of the world. The other three relevant partners are EU members. With regard destination
countries of Spanish exports, neighboring and other EU countries are the most relevant partners. Japan and
Ecuador are the two most important destinations for Spanish seafood outside the EU. Bluefin and other kinds of
tunas are the main species exported to Japan for the sashimi market.
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Figure 4.21.12: Spanish seafood imports (left) and exports (right) trends by most relevant trade partners:
shares in value

Among the most relevant imported species (Fig. 4.21.10), tunas, small pelagics and cephalopods are the main
raw materials for the canning industry. Shrimp and Southern hake are usually imported frozen and derived to
the domestic market with small or none further processing. Cod is mainly imported fresh or frozen, but also
salted, not dry, or in brine for the local salted cod processing industry. Exports have a higher level of processing
and value added, such as canned tuna or molluscs or frozen hake and cephalopods.
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Figure 4.21.13: Spanish seafood imports (left) and exports (right) trends by most relevant commercial
species: shares in value

4.21.5 Trends and drivers for change

2013 appears to mark the beginning of the economic recovery in Spain. Despite high unemployment and limited
access to credit persists, Spanish productive economy marked one of the biggest growths along the EU
countries. This situation improves expectancies in all the relevant domestic industries and fish processing will
not be an exception. It is likely to expect that the recovery in activity observed in 2012 with regard the two
previous years will continue in the short term.

Changes may be expected in the composition of the industry’s income. As the level of economic activity in the
country increases, internal demand and consumption is also expected to increase. The main consequence of the
increase in local demand of processed seafood will reduce the relative importance of exports even these may
keep increasing.

In addition, it is expected an increase in the process of concentration in the industry structure that will continue
with reduction of the small and medium size companies and an increase in the importance of the big companies
in terms of employment, production and incomes. Increasing the orientation to external markets, improving
access to credit, reducing financial cost, increasing production efficiency or reducing average costs through
economies of scale are some examples of issues that fish processing industry is addressing in order to increase
the competitiveness of the enterprises and which a bigger scale helps to achieve.

4.21.6 References
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4.22 SWEDEN

4.22.1 General overview of the Swedish fish processing industry sector

The total number of enterprises operating in the Swedish processing industry increased from 301 to 343 during
the period 2008-2012, if one includes both enterprises that process fish as their main activity and enterprises
that do not. If you separate these two groups, the enterprises that process fish as their main activity increased
from 214 to 223, which can be compared to 177 enterprises in 2001. This can also be compared to an increase
by 38% for enterprises that do not process fish as their main activity.

Please note that the rest of this chapter mostly concerns enterprises that have fish processing as their main
activity, since we have almost no further data on the other enterprises.

The fish processing industry sector in Sweden is very heterogeneous with small family businesses processing
their own landings as well as larger enterprises with large-scale industrial production. A majority of the
companies, however, are small firms with less than 10 employees. Often only the owner is working in the
company. A correlation between business size and diversification is expected, since smaller enterprises tend to
specialise and larger enterprises produce a wider range of products.

The fish processing industry is located mainly along the west and south coasts of Sweden, as are major parts of
the fishing fleet. Two regions stand out: the Sotends municipality and the county of Halland. In these coastal
areas the processing industry is an important source of employment, particularly since other employment can
sometimes be hard to find there. Several Swedish companies have merged with foreign ones, for example from
Norway and the United Kingdom.

The Swedish processing industry produces a wide range of fresh, chilled, canned and frozen products. These
products are primarily based on herring, whitefish, prawn and roe. In recent years, the processing rate has
increased since demand has moved towards products that are almost ready to eat. At the same time, less whole
fish is being sold. To be able to compete on the market the Swedish fish processing industries, especially the
larger enterprises, are very dependent on raw material of the right quality and quantity. They therefore import
approximately three quarters of their raw material.

In 2012 a total of 223 enterprises had fish processing as their main activity. Many of the small companies were
financially connected to the fishery operations, since they often processed their own landings. During the
studied period, around 85% of the enterprises had less than ten employees. The total number of employees was
slightly lower in 2012 compared to 2008 (2,135 compared to 2,165). There was a drop in total number of
employees in 2009, and the number of employees has in fact increased every year since then. Even labour
productivity has increased during the studied period and at the same time unpaid work has decreased.
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Table 4.22.1: Swedish fish processing industry sector overview, 2008-2012

~ ~
- -
o %
- [=]
(=) (=]
=l Sl
< <
Variable
Structure (number)

Total enterprises 214 217 219 219 223 | 2% 4%
<10 employees 181 186 183 186 190 | 2% 5%
11-49 employees 26 26 30 26 25| 4% = -4%
50-249 employees 7 5 6 7 8 | 14% £ 14%
2250 employees

Employment (number)

Total employees 2,165 1,991 2,007 2,126 2,135|= 0% = -1%
Male employees 1,187 1,116 1,112 1,202 1,215 [ 1% o 2%
Female employees 978 875 895 924 920|== 0% + -6%

FTE 1,773 1,736 1,807 1,837 1,831 |= 0% < 3%

Indicators
FTE per enterprise 8.3 8.0 8.3 8.4 8.2+ 2% -1%
Average wage (thousand €) 43.9 39.3 45.4 48.3 50.2 | 4% & 14%
Labour productivity (thousand €) 54.1 50.7 58.0 59.0 66.9 | 13% <= 24%
Unpaid work (%) 1.3 2.8 0.0 0.0 0.0|= 0% = -100%

Note: The data covers 3 segments, since the data in the third segment includes firms with more than 50
employees.

In 2012, total FTE in the Swedish processing industry was 1,831 which was an increase by 3% compared to 2009.
The fact that FTE is lower than the total number of employees indicates that several employees are working
part time.

FTE development can only be studied on an aggregated level, since no data is available by gender. However,
between 2009 and 2012 total FTE increased by 3% which can be compared to a decrease by 1% in total
employment. This development might be explained by the fact that more employees are working part time, and
the increase in average wages may also have an impact on the development.
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Figure 4.22.1: Swedish employment trends, 2008-2012

As shown in figure 4.22.1 the average wage level has a positive trend during the period and increased by 14%,
which is slightly higher than the increase in Sweden as a whole. The decrease in 2009 is mainly due to changes
in exchange rates, since the Swedish krona was weak. The total number of employees was slightly lower in 2012
compared to 2009 (2,135 compared to 2,165). During the studied period the total number of male employees
increased by 2% and at the same time the total numbers of female employees decreased.

4.22.2 Economic performance of the Swedish fish processing industry sector

The performance of the Swedish processing industry is highly dependent on the prices of raw material, which
amounted to almost 60% of total operational costs in 2012. The industry is also dependent on raw material of
the right quality and quantity. If such materials cannot be found within the Union the industry has to import it
from third countries. Generally speaking, smaller enterprises are more dependent on local landing and larger
enterprises with industrial production depend more on imported raw material. Therefore, in addition to
variations in the prices of raw material, the industry is also sensitive to fluctuations in exchange rates.

As shown in figure 4.22.2 both EBIT and GVA are low since income (especially turnover) has not increased at the
same rate as costs (especially the costs for wages and salaries) during 2012.
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Figure 4.22.2: Economic performance of the Swedish fish processing industry sector, 2012

Please note that the development of the economic performance (figure 4.22.2 and table 4.22.2) would be
different if it was presented in Swedish krona, especially for the year 2009 when the Swedish krona was weak.
The exchange rates used in this chapter are for €1: SEK 9.6055 in 2008, SEK 10.6213 in 2009, SEK 9.5413 in 2010,
SEK 9.0355in 2011 and SEK 8.7053 in 2012.

For example, if you compare the turnover in 2008 and 2009 it was at a similar level in Swedish krona, but
decreased by 10% when presented in €. During the same period the costs of raw material increased by 11% in
krona, but were almost the same when expressed in €. When you compare the evaluation for the turnover
between 2008 and 2012 it increased by 7% in Swedish krona, but by 18% expressed in €. The situation is much
the same as regards the cost of raw material; in Swedish krona it increased by 20% between 2008 and 2012, but
by 32% expressed in €.

The development (2008-2012) of the Swedish economic performance of the fish processing sector is shown in
table 4.22.2. Beneath the table the most interesting variables are commented.
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Table 4.22.2: Swedish economic performance of the fish processing industry sector, 2008-2012

Variable 2008 2009 2010 2011 2012

Income (million €)

Turnover 519.8 467.2 567.5 599.4 613.2 | 2% < 18%
Otherincome 3.7 3.6 3.9 3.4 8.7\~ 159% £ 133%
Subsidies 0.3 0.3 0.5 0.5 0.8)4~  63% < 210%
Total Income 523.8 471.1 571.9 603.3 622.7 & 3% 19%
Expenditure (million €)

;”;::::fg:f;iz;l?is:erraw 271.9 272.8 327.1 360.8 358.6[% 1% a4 32%
Wages and salaries of staff 76.8 66.4 82.0 88.8 92.0| 4% 20%
Imputed value of unpaid labour 1.0 1.9 0.0 0.0 0.0|£& 211%™ -100%
Energy costs 7.4 6.5 8.5 7.6 6.4 -16% = -14%
Other operational costs 148.3 103.6 130.9 126.0 134.5) 7% = -9%
Total production costs 505.4 451.1 548.6 583.2 591.5 | 1% < 17%
Capital Costs (million €)

Depreciation of capital 12.3 10.5 12.5 12.7 13.3) & 4% 8%
Financial costs, net 0.8 -0.1 0.6 -1.7 5.3  415% £ 557%
Extraordinary costs, net 0.0 0.0 0.0 0.0 0.0|= 0% = 0%
Capital Value (million €)

Total value of assets 401.3 3445 355.8 441.8 409.7|% 7% <= 2%
Net Investments 9.5 9.8 11.4 12.4 89" -29% ¥ -6%
Debt 254.8 206.0 233.7 246.0 251.7 & 2% = -1%
Performance Indicators(million €)

Gross Value Added 96.0 88.0 104.8 108.4 122.4)4 13% & 28%
Operating Cash Flow 18.4 19.9 23.3 20.1 31.3|&s  56% < 70%
Earning before interest and tax 6.1 9.5 10.8 7.4 18.0)4 144% £ 198%
Net Profit 53 9.6 10.2 9.0 128  41% £ 143%
Capital productivity (%) 23.9 25.5 29.5 245 29.9

Return on Investment (%) 1.5 2.8 3.0 1.7 4.4

Financial Position (%) 63.5 59.8 65.7 55.7 61.4

Future Expectation Indicator (%) -0.7 -0.2 -0.3 -0.1 -1.1

Income

The Swedish processing industry has shown a steady increase in net turnover since 2001, which might be
related to the increase in the total number of enterprises during the same time. With the exception of 2009
both turnover and total income increased every year during the period, both when expressed in € and in krona,
but, due to exchange rates the increase was larger when expressed in €. The turnover increased by 18% in
enterprises where fish processing is their main activity. This can be compared to turnover for enterprises in
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which fish processing is not their main activity. For these enterprises, turnover increased from €73.4 million in
2008 to €111.9 million in 2012, which is an increase by 50%. If turnover is aggregated for the enterprises where
fish processing is their main activity and the ones where it is not, total turnover increased by 22% from €593.2
million in 2008 to €725.1 million in 2012.

The variable “subsides” shows a very large percentage change, but from extremely low values. The variable is
the only one collected by surveys, and variations can probably be explained by differences in structures of the
enterprises that are included in the survey or that one more measure has been paid one year compared to
another. If you compare the value for the variable “subsidies” collected by surveys to the value from the
European Fisheries Fund they correspond well.

When it comes to subsidies from the European Fisheries Fund, the Swedish processing industry has mainly
received subsidies under Article 34 (investments in processing and marketing) during the studied period. The
total OP budget for the Swedish fisheries program is approximately €105 million (of which 50 is national co-
financing). Between 2007 and 2013 around 10% can be related to actions under measure 2.3 (Fish processing
and marketing).

The processing industry has shown a great interest in these subsidies and the size of the received subsidies
varies considerably. More than 60% of the received subsidies under this measure amounted to less than 1
million krona (approximately €100 thousand) and approximately 15% to less than 100 thousand krona
(approximately €10 thousand). Even in 2012 the Swedish processing industry showed a considerable interest in
the measures in Article 34. Examples of investments in that measure include cold storage rooms, sorting
machines, production of ready meals, compressors, facilities for fish handling, packaging machines, ice
machines, recycling centre, loading dock and traceability system for frozen fish. According the Swedish 2012
Annual report for EFF, 229 applications were received, 123 of them approved and 99 finalised. The annual
report states that 50 of the measures have led to an increase in processing capacity, 47 to new production,
extension or modernization of the processing unit, and that two have led to a modernization of existing
marketing establishments. There are several examples of investments that have resulted in better health and
working conditions for some companies and improved environmental conditions. The processing industry has
also received subsidies for MSC certification and the Swedish KRAV certification, for marketing surveys and for
marketing campaigns etc.

Expenditures

The purchase of fish and other raw material for production is without question the largest expenditure for the
Swedish fish processing industry. It amounts to 52-60% of total operational costs during the studied period. The
processing industry is therefore sensitive to changes in prices of raw material as well as to changes in exchange
rates. As shown in table 4.22.2 this expenditure increased by 32% between 2008 and 2012, but if it had been
presented in krona the increase would have been less, only 20%.

As mentioned before, there are insufficient quantities of fish of the correct quantity, quality and species in
Swedish waters to satisfy the requirements of the Swedish processing industries” need for raw material. The
processing industry is therefore highly dependent on imported raw material. Approximately 70-80% of the raw
material is imported, but the share differs between species. For example, all Alaska Pollock used by the
processing industry have to be imported. In addition herring (Norweigan spring spawing herring), prawn
(cooked and peeled), roe and farmed salmon have to be imported from third countries; if this was not possible
the processing industry would not have sufficient quantities and the right quality of raw material. However, only
8% of Sweden’s total import of fish and other seafood during 2012 came from EU27, which is a decrease by
1.5% compared to 2008 (please see 4.22.4).
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Wages and salaries added up to 15% of total production costs during the whole studied period, and increased
by 20% during the studied period. However, if this development was presented in krona the increase would
have been 8%, which are a few percentage points higher than for Sweden as a whole. When it comes to
imputed value of unpaid labour, it is not relevant to analyse the development since the values are extremely
low.

Energy costs represent a small share of total operational costs and have been stable during the period, even in
absolute terms. “Other operational cost” is the only variable that has decreased during the studied period,
especially in 2009 when the krona was weak.

Performance Indicators

All of the indicators (except “Financial position”) show an increasing trend since 2008, except for 2009 when the
krona was weak compared to the €. The weakening of the market has also been affected by the financial crisis
in 2009. However, despite the financial crisis the total number of enterprises has been increasing every year.
Net profit has fluctuated, but displays a positive trend. The decrease in net profit in 2011 can be explained by
increased costs for raw material due to reduced TAC for i.e. Norwegian spring spawning herring (2010-2012).
Since the processing industry feared a negative reaction from consumers if they were to increase their prices
too quickly, they could not immediately compensate for the increase in raw material prices.

EBIT and GVA are low since income has not increased at the same rate as costs (especially costs for raw material
and wages and salaries). If these indicators were calculated in krona they might show a different development.
Especially the EBIT has decreased due to higher costs for raw material. Operating cash flow has had a positive
trend and increased by 70% in 2012 compared to 2008.

Figure 4.22.3 shows the evaluation of total income, total production cost, average salary and labour
productivity. As the figure indicates all of them have had a positive trend during the studied period, except for
2009 when the Swedish krona was weak compared to the €. Total income increased by two additional
percentage points during the period compared to total production costs (19% compared to 17). At the same
time labour productivity increased by 24%, which can be compared to 14% for average salary. Worth
mentioning again is that the number of enterprises increased during this period.
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Figure 4.22.3: Income, costs, wages and labour productivity trends of the Swedish fish processing industry sector, 2008-
2012

4.22.3 Overview of the Swedish fish processing industry sector by size categories

The fish processing industry sector in Sweden is very heterogeneous with small family businesses processing
their own landings as well as larger enterprises with large scale industrial production. A majority of the
companies, however, are small firms with less than 10 employees. Please note that the Swedish data covers
three segments, since the data in the third segment includes firms with more than 50 employees.
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Figure 4.22.4: Swedish main structural and economic variables trends by size category, 2008-2012

Note: The data covers 3 segments, since the data in the third segment includes firms with more than 50 employees

When you compare the development in total income and total production costs for the three segments in
Sweden, you can see similarities in development. For all segments, the increase in total income has been a few
percentage points higher than the corresponding increase in total costs. The larger enterprises with industrial
production are, however, generally speaking more dependent on imported raw material than smaller ones,
which often process their own landing. Therefore, in addition to variations in the prices of raw material, the
industry is also sensitive to fluctuations in exchange rates. This is illustrated in figure 4.22.4 and table 4.22.3
where it is shown that total production cost has increased by 34% during the studied period for enterprises with

more than 50 employees and by 3% for enterprises with less than 10 employees.

Even if the values for the different segments differ in figure 4.22.5, the relationships between the included
variables are almost the same for all segments. Purchase of fish and other raw material is the largest variable in

total costs, followed by other operational costs and wages and salaries of the staff.
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Figure 4.22.5: Swedish income and cost structure, by size category, 2012
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M Energy costs
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W Wages and salaries of staff

W Subsidies

W Other income

= Turnover

Some of the economic indicators in table 4.22.3 show an increase by several hundred % for some segments,
since the calculations are based on very low values. It is therefore not relevant to analyse the development. This
is similar to when a country has few enterprises in one segment, and then the percentage change might also be

misleading.
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Table 4.22.3: Economic performance of the Swedish fish processing industry sector by size category (indicators in million
€), 2008-2012

Variable 2009 2010 2011 2012

A (2011-12)
A (2008-12)

less than or equal to 10 employees

Total Income 91.3 77.9 85.3 92.7 95.8 & 3% 5%

Total production costs 89.0 75.8 80.9 87.2 92.0 & 5% i 3%

Gross Value Added 14.5 14.3 16.3 19.8 189 ¥ 5% & 31%

Operating Cash Flow 2.3 2.2 4.4 55 3.8 -31% & 67%

Earning before interest and tax -0.2 -0.2 2.3 2.9 1.4 ¥ -52% £ 735%

Net Profit -1.8 -1.8 1.1 2.4 0.5 % -78% £ 129%

between 11 and 49 employees

Total Income 173.1 164.0 199.9 198.1 176.8 7 -11% & 2%

Total production costs 172.6 159.5 193.3 192.4 172.6 ¥ -10% = 0%

Gross Value Added 22.3 25.5 33.0 29.8 27.7 7% & 24%

Operating Cash Flow 0.5 4.5 6.5 5.7 4.2 -27% & 781%

Earning before interest and tax -2.3 2.1 3.2 2.8 1.1 ¥ -62% & 146%

Net Profit -1.2 2.5 3.5 3.6 0.0 ¥ -99% < 104%

between 50 and 249 employees

Total Income 259.4 229.2 286.7 312.5 350.1 & 12% & 35%

Total production costs 243.8 215.9 274.3 303.6 326.8 &= 8% & 34%

Gross Value Added 59.1 48.1 55.6 58.7 75.8 & 29% & 28%

Operating Cash Flow 15.6 13.3 12.3 8.9 23.3 & 162% & 49%

Earning before interest and tax 8.6 7.6 5.3 1.7 15.6 & 796% & 82%

Net Profit 8.2 8.9 5.5 3.0 12.2 & 306% & 48%

Capital productivity w o Labour productivity 0 Average Salary
45% T % m <10 employees
40% % & § 50 11-49 employees
35% £ 70 °
30% 60 F 40 50-249 employees
25% 50 2 12250 employees
20% 40
15% 30 20
10% 20
i ;
0% 0 0
2008 2009 2010 2011 2012 2008 2009 2010 2011 2012 2008 2009 2010 2011 2012
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Figure 4.22.6: Swedish capital productivity, labour productivity and average salary trends, by size category, 2008-2012

4.22.4 Swedish seafood trade

There are insufficient quantities of fish of the correct quantity, quality and species in Swedish waters to satisfy
the requirements of the Swedish processing industries” need for raw material. The processing industry is
therefore highly dependent on imported raw material. Approximately 70-80% of the raw material is imported,
but the share differs between species.

The processing industry in Sweden imports most of its raw material at reduced tariffs within the framework of
autonomous tariff quotas (ATQs), other import quotas and tariff suspensions. The volume of these quotas (and
the in-quota tariff) is of vital importance for the industry since the in-quota tariff is lower than the so called
MFN tariff (most favoured nation). If the quota is not large enough the industry has to import the raw material
at full duty, which of course has a negative effect on their economic performance. For example, the
autonomous tariff quota for cooked and peeled prawns for processing has been too small during the studied
period. It has frequently been exhausted as early as during the summer. As a consequence the processing
industry has had to store their raw materials in order to ensure a stable supply throughout the year. This
increases their production costs.
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Figure 4.22.7: Swedish seafood trade balance trends in volume (left) and value (right)

Farmed salmon from Norway is one of the most imported raw materials used by the Swedish processing
industry. Between 2008 and 2011 the imported quantity of whole salmon to Sweden increased by almost 60%.
In 2011 this import accounted for 40% of the total Swedish import of fishery products. After the EU accession
Sweden has become a transit country for Norwegian fish, especially salmon. In 2007, 15% of total EU import of
fish and fishery products entered Sweden. In 2011 this share had increased to 58%. According to Swedish
estimates nearly 80% of the value of the fish that was included in the Swedish trade statistics 2009-2011 were
re-exported to other countries, most likely without going through any processing in Sweden (se figure 4.22.7).
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Figure 4.22.8: Swedish seafood imports (left) and exports (right) composition by type of origin/destination: shares in
value

Norway is Sweden’s most important trading partner when it comes to import of fish and other seafood (figure
4.22.9), but imports also come from other third countries like China, Thailand, Iceland and Canada. Among EU
Member States, Sweden imports mostly from Denmark, the Netherlands, Germany and Poland. Looking at
imports of processed fishery products, the main trading partners in third countries are Norway, China, Thailand
and Morocco. In the EU the most important trading partners for imports of processed fishery products are
Denmark, Poland, France and Germany according to Statistics Sweden.

Most Swedish exports of fish and other seafood go to EU members, primarily to France, Poland, Portugal, Spain
and the UK. As regards Swedish exports of processed fisheries products, our main trading partners outside the
EU are (according to Statistics Sweden) Norway and the United States, and inside the EU the most important
trading partners are Finland, Germany, Denmark and France.
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Figure 4.22.9: Swedish seafood imports (left) and exports (right) trends by most relevant trade partners: shares in value
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Figure 4.22.10: Swedish seafood imports (left) and exports (right) trends by most relevant commercial species: shares in
value

Data on trade patterns and domestic landings show clear trends. Domestic landings of fish decrease whereas
imports increase of fish that is fresh, frozen or primarily processed (se figure 4.22.11). However, how dependent
the enterprise is on imported or Swedish landed raw material depends on the individual enterprise.

The size of the Swedish fishing fleet decreased between 2008 and 2013. The total number of vessels decreased
by 14% to 1,299 in 2013, while total GT and kW of the fleet declined by 30% and 20%, respectively, during the
same period. The EU-subsidized scrapping campaign during late 2009 and 2010, along with the introduction of
an ITQ system in the pelagic fishery, are the main reasons for the decrease. However, the eel fishing ban that
was introduced in 2007 has also had some effect on the decrease of the total number of vessels, but only a
minimal impact on the decrease in the fleet’s capacity.

During 2008-2013 total landing weight decreased by 17% and at the same time the corresponding landing value
increased by 15%. The main reason for the decrease in landing weigh was decreased quotas for mainly pelagic
species. An increase in prices for shrimps, Norwegian lobster, herring and sprat is the main reason for the
increase in landing value during the studied period.
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Figure 4.22.11: Swedish seafood imports (left) and exports (right) trends by type of products: shares in value

4.22.5 Trends and drivers for change

The net turnover for the Swedish fish processing industry shows a positive trend from 2001, with the exception
of 2009 when the Swedish krona was weak compared to the €. At the same time, net profit has fluctuated but
shows a positive trend especially during the studied period. Most of the indicators show an increase for the
industry as a whole since gross value added (GVA), return on investment (ROI) and EBIT (earnings before
interest and taxes) all were higher in 2012 compared to 2008. However, net investments increased by 33%
between 2008 and 2011 which is an indication that the enterprises have a positive view of the future, besides
indicating access to capital. But in 2012 net investments decreased by 29% compared to 2011 and the values
were lower than they were during the years of the financial crisis. It is hard to explain the decrease, but it might
depend on few enterprises or an uneven pace of investments. Notable is also that turnover for the fish
processing industry (including enterprises that do not have fish processing as their main activity) increased by
22% between 2008 and 2012.

The Swedish processing industry is to a large extent affected by the global situation, for example supply of raw
material of the right quality and quantity and consumer behaviour. In 2014 the new Common Fisheries Policy
for the EU entered into force, which aims to create a more sustainable sector. Fishing and aquaculture are to be
sustainable ecologically, economically and socially. The ambition is that the new policy will increase the sector’s
credibility and create sustainable fishery. Actors in the whole chain are to improve sustainability and pay more
attention to fish and other seafood coming from sustainable stocks. The Swedish processing industry works to a
large extent with different certifications like the MSC, ASC and the Swedish KRAV label. Non-certified products
are hard to place on the market since consumer awareness has increased, which of course has been picked up
by the retailing chains. Even the fish and seafood guide from the WWF appears to play a more important role
for consumers and retailing chains. The aim of the WWF fish and seafood guide is to help consumers to choose
fish that comes from sustainable stocks and to reduce the depletion of the oceans. Since consumer awareness is
increasing, several retailing chains do not sell products that are marked with a red light in the WWF fish and
seafood guide. For 2014 for example the WWF put a red light on the shrimp from the North Sea (Pandalus
borealis), which caused a debate in Sweden since according to ICES the shrimp stock has been fluctuated during
the past ten years. One reason, according to ICES, could be fishing pressure, but natural variations are deemed
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to be the most important factor. The researchers estimate that despite the low level there are margins for a
fishery.

If the sector’s credibility is low, there is a risk that consumers will prefer other protein-rich food than fish and
other sea food. Hopefully, clearer labelling of for example origin and traceability will increase the sector’s
credibility. The new Common Fisheries Policy will hopefully work in the same direction.

Since the purchase of fish and other raw material for production accounts for 60% of total operational costs, the
development of this variable is very important for the sector’s economic performance. However, the processing
industry fears a negative reaction from consumers if it was to increase its own prices too quickly, which means
that the industry cannot immediately compensate for the increase in raw material prices.

In 2010-2012 for example, the TAC for Norwegian spring spawning herring decreased, which led to increased
costs for raw material and a decrease in net profit. The Swedish processing industry imports approximately 70%
of all of its raw material and the sector is therefore dependent on tariff quotas and sensitive to changes in
exchange rates. Since Swedish landings are declining it is likely that the share of imported raw material will
increase as inputs in the fish processing industry in the future, since the industry needs raw material of the right
quality and quantity. On the other hand, smaller enterprises that often process their own landings are less likely
to be dependent on imported raw material. The ITQ system that was introduced in 2009 for the Swedish pelagic
fishery has probably resulted in a win-win situation for the fishery sector as well as for the processing industry
as a whole. The fishery can adapt their processes to better meet the demands of the processing industry, and
the processing industry can invest in processes for better supply.

Access of raw material of the right quality and quantity is vital for the Swedish processing industry to compete
on the market. Increased competition can be an incentive for enterprises to reduce costs. Incentives for cost
reductions combined with an expected increase in consumer demand, especially for highly processed products,
can be reasons for enterprises to outsource production to regions with low labour costs and better access to
raw materials.

In recent years, demand has increased for highly processed products that are almost ready to eat. This
development is likely to continue since most consumers prefer food that is almost ready to eat, easy to cook
and healthy at the same time. A similar development has already taken place in sectors of other protein-rich
food like chicken. The fishery products sector needs to move in this direction if it is to be competitive compared
to beef, pork and chicken in the future. Developing new products and product differentiation are other ways for
the enterprises to improve their economic performance and competitiveness.

Herring, sprat, cod, shrimp and Norwegian lobster are the most important species when it comes to landing
volume and value in Sweden. They accounted for around 80% of the total Swedish landing value during the
studied period, and for 90% of the landing volume. The prices of herring, sprat, shrimp and Norwegian lobster
have increased during the period, but the price of Baltic cod has decreased. The decrease in cod prices has had
a major impact on the profitability of the Swedish cod fishermen. The cod that are caught in the Baltic Sea have
been very small compared to earlier years and therefore yield a low price per kilo. Despite the reduced size of
the caught cod, the lower price is explained by the fact that Baltic cod is part of a wider European market for
whitefish. In recent years, Norway has increased its sales of cod a lot on the European market and prices have
been pushed down.

Finally, the development of the krona is also of great importance for the processing industries’” economic
performance. If the data in this chapter was converted into krona a different development would have been
shown, especially for the year 2009 when the Swedish krona was weak. The exchange rates used in this chapter
are for €1: SEK 9.6055 in 2008, SEK 10.6213 in 2009, SEK 9.5413 in 2010, SEK 9.0355 in 2011 and SEK 8.7053 in
2012.
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4.22.6 Data issues

The Swedish data in this report was bought by the Swedish Board of Agriculture from Statistics Sweden and
reported by the Swedish Board of Agriculture. The reported data are consistent with the data reported to
Eurostat by Statistic Sweden. The calculations of indicators from the data collected under the data collection
framework may however differ from figures reported to Eurostat, due to different methods of calculation. The
description and interpretation of the Swedish data show how important the choice of currency can be. Even if it

is important to use the same currency for all countries for comparability it can have a large effect on the
description of a single country.
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4.23 UNITED KINGDOM

4.23.1 General overview of the UK fish processing industry sector

It is estimated that in 2012 there were 375 UK companies deriving the majority of their income from fish
processing, with a marked variety in processor size, range of activities and other business characteristics such as
location and processed species. The number of processors in 2012 decreased by 5% compared to 2011 (down
by 20 from 395) and 28% compared to 2008 (down by 144 from 519). Thus the contraction in 2012 occurred at a
similar rate to that observed in 2011 (4%) but at a slower rate than in 2010 (12%) and 2009 (10%).

Underlying the recent contraction in industry size was a further pronounced decline in the number of
businesses with 10 or fewer FTEs (a 10% fall on 2011). Note that between 2008 and 2012 the total decrease in
the size of this category was around 38%. The average size of UK processors has been increasing, against a
backdrop of an already relatively high industry concentration. The most recent data suggests that the largest 12
fish processing enterprises accounted for 3% of total enterprises and 41% of industry employment.

Majority-processing companies in the UK employed a total of 17.9 thousand Full Time Equivalents (FTEs) in
2012, which is 1% higher than 2011 but 7% lower than 2010 and 11% lower compared to 2008. In 2012 the
number of FTEs per enterprise was approx. 48, which is 6% higher than in 2011 and 23% higher than in 2008.

Table 4.23.1: UK fish processing industry sector overview, 2008-2012
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Variable
Structure (number)

Total enterprises 519 466 412 395 375+ 5% ¥ -28%
<10 employees 269 235 201 184 166+ -10% ¥ -38%
11-49 employees 166 151 136 135 133|< 1% ¥ -20%
50-249 employees 73 67 61 63 64 | 2% -12%
>250 employees 11 13 14 13 12|+ -8% i 9%

Employment (number)

Total employees 22,358 20,746 20,547 19,003 19,070|= 0% =¥ -15%
Male employees 12,702 11,898 12,067 10,962 10,847|% 1% ¥ -15%
Female employees 9,656 8,848 8,480 8,041 8,223 | 2% ¥ -15%

FTE 20,104 18,922 19,166 17,745 17,855 1% ¥ -11%
Male FTE 11,957 11,274 11,546 10,465 10,331+ 1% ¥ -14%
Female FTE 8,147 7,648 7,620 7,279 7,524 | 3% ¥ 8%

Indicators
FTE per enterprise 38.7 40.6 46.5 44.9 47.6 | 6% < 23%
Average wage (thousand €) 24.2 28.7 28.3 31.4 34.2 | 9% < 41%
Labour productivity (thousand €) 45.6 112.5 116.6 108.0 96.9+ -10% & 112%
Unpaid work (%) 0.0 0.0 0.0 0.0 8.9|= 0% = 0%

In 2012 58% of FTE jobs and 57% of full-time positions were male
remained relatively stable over the period 2008-2012. In absolute terms male FTEs declined by a total of 14%
between 2008 and 2012, while the number of female FTEs decreased by 8%.

employees — proportions which have

The mean nominal wage in the industry was €34.2 thousand in 2012, an increase of 9% on the previous year
and an increase of 41% compared to 2008. Note that year-on-year increase is driven by the fact that the 2012
figure captures the imputed value of unpaid labour for the first time. If we excluded this item, we would
observe a 1% decrease in nominal wages between 2011 and 2012 and a 28% increase between 2008 and 2012.
If we also adjust for inflation, the data suggest that real wages (excluding unpaid labour) saw a decrease of
approx. 4% between 2011 and 2012 (Retail Prices Index data from the Office for National Statistics).
Analogously, the 28% increase in nominal wages (excluding unpaid labour) in the period 2008-2012 should be
considered against the backdrop of around 10% cumulative inflation over the period.
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Figure 4.23.2: UK employment trends, 2008-2012
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4.23.2 Economic performance of the UK fish processing industry sector

The combined turnover of the 375 processing companies (turnover from all activities, not just processing
activity) was approx. €5 billion in 2012, down 1% (in nominal terms) compared to 2011 but 23% higher than
2008 (note peak in 2010). Industry total income in 2012 was virtually unchanged from 2011 and 25% higher
than in 2008 (again with a peak in 2010). In 2012 total income comprised 98% turnover, 1% other income and
1% subsidies. By comparison in 2008 turnover accounted for 100% of total income; however note that this does

not include any subsidies received in 2008 (no data available).
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Table 4.23.3: Economic performance of the UK fish processing industry sector, 2008-2012

Variable

Income (million €)

Turnover 4,066.6 5,061.5 5,314.4 5,075.9 5,009.5/ -1% & 23%
Otherincome 11.3 39.5 60.3 31.1 37.1 )& 19% <= 229%
Subsidies 46.2

Total Income 4,077.9 5,101.1 5,374.8 5,107.0 5,092.8/= 0% < 25%

Expenditure (million €)

Purchase offish and oth
urchase offish and otherraw 2,622.8 2,360.7 2,482.4 2,599.9 2,742.6|& 5% 4 5%
material for production

Wages and salaries of staff 487.1 543.8 541.8 557.4 555.3|= 0% < 14%
Imputed value of unpaid labour 54.5

Energy costs 35.2 38.6 45.8 42.6 59.3 | 39% < 68%
Other operational costs 502.6 572.7 611.4 548.9 515.0/F -6% 2%
Total production costs 3,647.7 3,515.9 3,681.4 3,748.7 3,926.7| & 5% s 8%

Capital Costs (million €)

Depreciation of capital 65.4 73.5 71.1 76.6 70.0|¥ 9% 7%
Financial costs, net 37.7 70.0 51.5 45.7 41.3|F 9% £ 10%
Extraordinary costs, net 55.8

Capital Value (million €)

Total value of assets 802.6 1,168.2 1,116.6 1,263.2 1,114.8|¥ -12% £ 39%
Net Investments 48.3 86.8 101.6 127.1 | 25%
Debt 316.4 664.2 297.2 399.0 382.4|F 4% & 21%

Performance Indicators(million €)

Gross Value Added 917.3 2,129.0 2,235.2 1,915.7 1,729.7|% -10% £ 89%
Operating Cash Flow 430.2 1,585.2 1,693.4 1,358.3 1,166.1| -14% <= 171%
Earningbefore interest and tax 364.8 1,511.7 1,622.3 1,281.7 1,096.1|F -14% < 200%
Net Profit 327.1 1,441.7 1,570.8 1,236.1 1,054.8|¥ -15% <& 222%
Capital productivity (%) 114.3 182.3 200.2 151.7 155.2
Return on Investment (%) 45.5 129.4 145.3 101.5 98.3
Financial Position (%) 39.4 56.9 26.6 31.6 343
Future Expectation Indicator (%) -2.2 1.4 2.0 5.1

The data suggests that total production costs in 2012 stood at around €3.9 billion, accounting for 77% of total
income. Production costs in 2012 were 5% higher than in 2011 and 8% higher than in 2008. This was primarily
driven by a 5% hike in industry spending on purchasing fish and other raw materials, which saw this cost item
rise above its 2008 level (at least in nominal terms) for the first time since then.

In 2012 raw materials equalled around 54% of total income (up from 51% in 2011 and down from 64% in 2008;
also note the trough in 2009-10 at 46%) and 70% of production costs. Labour remuneration accounted for 11%
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of total income (unchanged from 2011 and 1 percentage point (pp) lower than in 2008) and 14% of production
costs. Operational costs were 10% as a proportion of total income in 2012 (down 2 pp on 2008) and 13% of
production costs. Although a relatively small part of production input spending (approx. 1% of total income and
2% of production costs), it is worthwhile highlighting the 39% year-on-year rise in industry energy spending in
2012. This cost item has seen a total increase of 68% between 2008 and 2012.

The value of assets employed in the industry in 2012 was around €1.1 billion: 12% lower vs. 2011 but up 39% on
2008. In 2012 net investments increased 25% year-on-year to €127 million (around 2% of total income). The
total level of industry debt in 2012 fell by 4% year-on-year, but has stabilised at around 8% of total income since
2011 (vs. a peak of 13% of total income in 2009). Capital costs accounted for 3% of income in 2012.

The gross value added (GVA) of the industry stood at approx. €1.7 billion in 2012: a 10% decrease on 2011 but
an 89% increase on 2008 (note peak in 2010). In absolute terms industry net profit in 2012 is estimated to have

fallen by 15% year-on-year. Industry net profit margin stood at 21% in 2012 — up from 8% in 2008 but lower
than its 29% peak in 2010.
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Figure 4.23.4: Income, costs, wages and labour productivity trends of the UK fish processing industry sector, 2008-2012

Labour productivity estimates suggest that Gross Value Added per FTE in 2012 stood at €96.9 thousand, which
represents a 10% decrease on 2011 and a 112% increase on 2008. If we exclude unpaid labour costs from the
calculation, labour productivity in 2012 stood at €93.8 thousand was 13% lower than in 2011 and 106% higher
than in 2008. Labour productivity was at its peak in 2009 and has reduced somewhat since then.
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Figure 4.23.5: Economic performance of the UK fish processing industry sector, 2012

4.23.3 Overview of the UK fish processing industry sector by size categories

2008 2012
: % of total % of total
Company size category No.of | % of total No. 2 No.of | % of total No. 2
. . FTEs employment . . FTEs employment
enterprises | of enterprises enterprises | of enterprises
(FTEs) (FTEs)
Less than or equal to 10 FTEs 269 52% 1,402 7% 166 44% 843 5%
Between 11 and 49 FTEs 166 32% 3,517 17% 133 35% 3,059 17%
Between 50 and 249 FTEs 73 14% 7,259 36% 64 17% 6,616 37%
Greater than or equal to 250 FTEs 11 2% 7,927 39% 12 3% 7,337 41%
All size categories 519 100% 20,104 100% 375 100% 17,855 100%

Figure 4.23.6: UK shares of total number of enterprises and industry employment by size category, 2012

2008 2012

Company size category Total income | % of industry | Net profit irzlfsft::t:lt Total income | % of industry | Net profit ";}Zl::i::t:lt

(million EUR) | total income | (million EUR) profit (million EUR) | total income | (million EUR) profit
Less than or equal to 10 FTEs 277 7% 21 6% 248 5% 57 5%
Between 11 and 49 FTEs 679 17% 42 13% 949 19% 253 24%
Between 50 and 249 FTEs 1,363 33% 44 13% 1,748 34% 269 26%
Greater than or equal to 250 FTEs 1,759 43% 221 68% 2,149 42% 475 45%
All size categories 4,078 100% 327 100% 5,093 100% 1,055 100%

Figure 4.23.7: UK shares of industry total income and net profits by size category, 2012

The number of fish processing companies employing up to 10 FTEs stood at 166 in 2012 and these companies
represented 44% of the total number of enterprises and 5% of total employment. This contrasts sharply with
the situation in 2008, when there were 269 companies of this size, representing 52% of the total number of
enterprises and 7% of total FTEs. The relative decline of this category is pertinent, both in terms of share of total
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number of companies (down 8 pp) and in terms of its industry employment share (down 2 pp). The relative
position of this category has also deteriorated with regards to income and profit: the category lost 2 pp in share
of total income (from 7% in 2008 to 5% in 2012) and 1 pp in share of net profits (6% to 5%).

In 2012 the number of enterprises employing between 11 and 49 FTEs was 133. This represented 35% of the
total number of processors and 17% of total FTEs. At 166 companies in 2008, this size category contained 32%
of the number of companies and 17% of total FTEs. Thus this category of processor has seen an increase in its
share of total number of enterprises (by 3 pp) and a stable share of employment between 2008 and 2012.
Companies in the 11-49 FTEs category have seen their share of industry turnover increase by 2 pp (from 17% to
19%) over the period 2008-2012. Importantly, their share of net profits has increased by 11 pp to 24% of the
industry total.

In 2012 there were 64 processors employing between 50 and 249 FTEs, representing 17% of processing
companies and 37% of FTEs. In 2008 this category contained 14% of processors and 36% of FTEs. Therefore
regardless of the overall decline in total industry size, this size category has increased its relative importance to
the industry between 2008 and 2012, both in terms of share of total number of companies (up 3 pp) and also in
terms of its share of total industry employment (up 1 pp). The 50-249 FTEs size category has seen a 1 pp
increase in its share of turnover (from 33% to 34%) and a considerable 13 pp increase in its share of industry net
profits to 26%.

In 2012 12 processing companies employed more than 250 FTEs, representing 3% of the total number of
processors and employing 41% of FTEs in the industry. In 2008 there were 11 such companies, which
represented 2% of the total number of processors and 39% of FTEs in the industry. Thus the relative importance
of this size category has increased between 2008 and 2012, both in terms of its share of total number of
enterprises (up 1 pp) and in terms of its share of industry employment (up 2pp). However, the category has
experienced a relative decline in terms of its share of both turnover (down 1 pp to 42%) and (especially) net
profit — down by 23 pp (from 68% to 45%) between 2008 and 2012.
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Figure 4.23.8: UK main structural and economic variables trends by size category, 2008-2012
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Figure 4.23.9: UK income and cost structure, by size category, 2012

In terms of income and cost structures the data reveal almost identical structures across the company size
spectrum in 2012.
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Table 4.23.10: Economic performance of the UK fish processing industry sector by size category (indicators in million €),
2008-2012

Variable 2008 2009 2010 2011 2012

—
o~
-
-
-
o
S
o
<

less than or equal to 10 employees

Total Income 276.9 459.6 290.9 326.3 2475  -24% F  -11%
Total production costs 249.4  282.2 190.9 226.6 186.1 % -18% ¥ -25%
Gross Value Added 60.8 2235 128.6 133.2 87.8 % -34% & 44%
Operating Cash Flow 275 1774 100.0 99.7 61.4 % -38% & 123%

Earning before interest and tax 233 171.4 96.4 95.5 58.3™ -39% & 150%
Net Profit 20.5 168.2 94.7 93.7 56.9 % -39% & 177%

between 11 and 49 employees

Total Income 678.6 1,168.6 928.6 1,183.2 948.8 % -20% <& 40%
Total production costs 618.0 664.9 554.4 744.9 680.8 % 9% <& 10%
Gross Value Added 149.6 616.1 461.8 551.3 366.2 % -34% £ 145%
Operating Cash Flow 60.6 503.7 374.2 438.3 268.1 % -39% £ 343%

Earning before interest and tax 48.9 489.4 364.4 425.3 258.4 % -39% £ 428%
Net Profit 41.8 482.1 359.7 419.2 253.5% -40% £ 506%

between 50 and 249 employees

Total Income 1,363.3 1,542.3 1,518.3 11,4189 1,747.6 <& 23% & 28%
Total production costs 1,283.4 1,156.5 1,177.0 1,289.0 1,444.0 £ 12% £ 13%
Gross Value Added 2541 560.9 512.3 309.7 503.4 & 63% £ 98%
Operating Cash Flow 80.0 385.8 341.3 129.8 303.6 <= 134% £ 280%

Earning before interest and tax 57.4 3625 320.2 106.7 279.4 £ 162% £ 386%
Net Profit 43.7 353.0 312.5 99.7 269.1 £ 170% < 516%

greater than or equal to 250 employees

Total Income 1,759.1 1,930.6 2,637.0 2,178.6 2,1489 %  -1% &  22%
Total production costs 1,496.9 1,412.3 1,759.1 1,488.1 1,615.8 « 9% 8%
Gross Value Added 452.8 728.5 1,1325 921.5 7723  -16% & 71%
Operating Cash Flow 262.2 5183 877.9 690.5 533.0 % -23% <& 103%

Earning before interest and tax 235.1 488.4 841.3 654.2 500.0 ¥ -24% < 113%
Net Profit 221.0 438.4 803.9 623.4 475.2 % -24% & 115%

Absolute changes in financial performance across the different size categories reveal additional nuances of the
recent industry developments. Between 2011 and 2012 income, costs and profits appear to have decreased for
the smaller categories (up to 49 FTEs). The 50-249 FTEs category experienced a recent increase in income, costs
and profits; whereas the 250+ category experienced an increase in costs, a small decline in income and a
sizeable fall in profits. Despite any recent decreases, all indicators across all size categories were at higher levels
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in 2012 than they had been in 2008, with the only exception of total income and production costs in the under-
10-FTEs category.
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Figure 4.23.11: UK capital productivity, labour productivity and average salary trends, by size category, 2008-2012

Capital and labour productivity have fluctuated between years across the size categories, with a common theme
being a peak in 2009 and a general easing afterwards. Both capital and labour productivity for all categories
were estimated to be higher in 2012 than they had been in 2008.

Average salaries in the different size categories have generally moved in the same direction since 2008, with the
exception of average salary for companies in the 250+ FTEs category. Interestingly, the upward trend for this
category observed in the data since 2011 goes in the opposite direction to the rest of the categories, with
average salaries for this group suddenly becoming the highest (from having been the lowest in previous years).
2010 was a low point for average salaries across the categories (still higher than 2008). With the exception of
2012, salaries were on average the highest in companies employing 11-49 FTEs, followed by the less-than-10-
FTEs category.

4.23.4 UK seafood trade

In 2012 the UK recorded a deficit in seafood trade, both in terms of volume and value. The UK imported over
€2.7 billion and exported around €1.43 billion worth of seafood in 2012. In comparison to 2011, the trade deficit
in terms of volume deepened, driven by higher import volumes. In contrast, the trade deficit in terms of value

321



edged up towards a more positive balance, driven by a combination of lower imports value and higher exports
value compared to 2011.
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Figure 4.23.12: UK seafood trade balance trends in volume (left) and value (right)
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Figure 4.23.13: UK seafood imports (left) and exports (right) composition by type of origin/destination: shares in value

The relative importance of intra-EU exports has decreased slightly since 2008 (in terms of share of total UK
exports value); nonetheless, in 2012 the EU share was still close to 80% of total seafood UK exports. In contrast
to exports, imports from EU countries have increased as a share of total UK seafood imports; however, extra-EU
exports still accounted for over 65% of UK imports in 2012.
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Figure 4.23.1: Top 10 UK seafood trade partner countries, 2012

Similarly to previous years, the top importer (in terms of value) into the UK in 2012 was Iceland with €265
million worth of imports, followed by Thailand (€246 million, up from 4™ to 2" rank in 2011) and Denmark (the
top EU importer with €225 million). UK’s top export market was France with €372 million worth of seafood
exports in 2012, followed by Ireland (€158 million) and Spain (€130 million). Outside the EU, the top export
market was China with €61 million.
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Figure 4.23.25: UK seafood imports (left) and exports (right) trends by most relevant trade partners: shares of value
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Figure 4.23.36: UK seafood imports (left) and exports (right) trends by most relevant commercial species: shares in value
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The top imported species by value in 2012 were miscellaneous tunas (€432 million), followed by miscellaneous
shrimps (€386 million) and cod (€322 million). The most valuable export species was salmon (€361 million),
followed by Norwegian lobster (€118 million) and scallops (€111 million).
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Figure 4.23.47: UK seafood imports (left) and exports (right) trends by type of products: shares in value

The type of product with largest share of UK import value over the 2008-2012 period was the
prepared/preserved form and its share increased further between 2011 and 2012. In contrast, the largest share
of UK exports value over the period has been in the fresh category. The second most popular form has
continued to be frozen, both for imports and exports.

4.23.5 Trends and drivers for change

The rate of decline in the size of the industry observed in 2008-2010 appears to have decelerated and stabilised
at around 5% per annum in the years 2011-2012. Socio-economic indicators reveal that aggregate demand for
labour in the industry has reduced by around 11% between 2008 and 2012, with a recent stabilisation at
roughly 17.8 thousand (+50) FTEs since 2011. The decline in the number of enterprises in the smallest category
(of up to 10 FTEs) has been very pronounced, while the number of larger companies has broadly stabilised. Of
the 2.25 thousand FTE job losses between 2008 and 2012, 559 were in the smallest size category, representing a
40% fall for that group.

The above analysis suggests that the pre-existing trends of industry contraction and concentration continued
into 2012. Broadly speaking, concentration has taken place through a combination of: business consolidation
(mergers and take-overs); market exits (e.g. cessation due to loss of market share to competitors who offer
lower prices, either consistently due to better technology of production, or temporarily as a strategic tactic);
and independent increases in average firm size. The relative importance of each of these mechanisms would be
an interesting topic for more in-depth analysis.

If the observed stabilisation of total FTEs between 2011 and 2012 continued into the following years, we could
stipulate that employment is close to its long-term equilibrium level, ceteris paribus. Further industry
concentration could either add or remove FTEs, depending on the choice of technology utilised by the
increasingly bigger processing companies. Changes in demand and technological innovation would also impact
the steady-state level of employment in the industry, among other factors.
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To summarise the economic performance highlights, in 2012 industry revenue, GVA and net profit continued to
decrease relative to their highs in 2010 (as a whole and also across all size categories except for the 50-249 FTE
group). Total industry spending on production inputs registered a moderate rise in 2012, driven by a recovery in
raw material spending since the lows of 2009-2010. Indeed, since 2010 a combination of lower turnover and
higher operating costs, particularly raw material costs, have exerted financial pressure on the industry, resulting
in tighter profit margins and most recently, lower average wages. Note that industry spending on raw materials
has increased not only in absolute terms, but also in relative terms as a proportion of total income and
production costs. Albeit small in relative terms, energy costs have also been rising at a rapid pace.

Notably, the data suggest an approximate trebling in estimated net profit of the industry in the 4 years between
2008 and 2012. On one hand, the change appears to be too big and perhaps at least partially due to data quality
or estimation technique problems. On the other hand, this increase could have been driven by a combination of
the following: expansion in market demand (e.g. as demand for “luxury” proteins recovers post-crisis);
favourable exchange rate adjustments; temporary cheaper supplies of raw materials like in 2009-10 (e.g. as a
result of a boost in supply, collapse in demand, or higher bargaining power of the increasingly bigger
processors); industry concentration and the associated increase in average firm size (fewer companies
commanding higher market share and utilising economies of scale and scope, as well as market power);
mechanisation through investment in capital-intensive technologies of production (increasingly larger spending
on capital than on labour due to lower marginal costs); perhaps even changes in company ownership structures
(whether owner earnings are counted as part of labour costs).

Overall, the industry appears to have moved even further away from perfectly competitive markets (an infinite
number of very small firms, operating at zero economic profit) and closer to a situation of differentiated
oligopoly with a fringe of smaller firms operating on the periphery (differentiated implying a heterogeneous
product, i.e. company A’s product is not a perfect substitute for company B’s product due to product
characteristics, regional location, brand reputation, etc.). Such an industry structure could have naturally
allowed for an equilibrium situation where at least some firms in the industry command much higher than
normal profit. (Normal profit, or zero economic profit, is a level of profit above accounting profit, which takes
into account the opportunity cost of investing in that business vs. the best available alternative investment).
This is not surprising in markets with relatively high entry costs (e.g. the initial high investment in plant and
equipment) especially in post-credit-crunch conditions when accessing credit might be very difficult for
potential new entrants into the industry.

The UK fish processing industry continues to rely heavily on trade with a variety of countries in a multitude of
currencies. Foreign market developments and exchange rate fluctuations are crucial to the future of the
industry; the pound-euro exchange rate is particularly important for UK exports. But while the long-term
impacts of permanent exchange rate adjustments are unavoidable, the extent to which exchange rate
fluctuations affect businesses’ short-term financial performance actually depends heavily on the financial
instruments businesses use (or not) to hedge those risks. Generally speaking, larger companies have better
access to bespoke financial services such as currency risk hedging instruments. Therefore if the average
company size increases further, we can expect short-term financial performance volatility associated with
exchange rate fluctuations to decrease in the future.

325



5 SPECIAL TOPICS

5.1 The Future Industry Expectations (FEIl)

5.1.1 Introduction

This special chapter deals with the development of the Future Expectation Indicator (FEI) in the EU-
countries participating in the Data collection framework as it was specifically requested by the EU
Commission.

As data necessary for the FEI calculation are collected since the reference year 2008, values are in general
available for 5 years in a row now (2008-1012). This chapter is organized as follows: First the indicator is
described and defined, and then some words are said about data quality. After this, the development of the
indicator in the individual countries will be analyzed. A discussion of the EU wide indicator will finalize the
chapter.

5.1.2 Description/Definition

The Future Expectation Indicator (FEI) has been created in order to give information about the future
expectations of the companies in the sector. It is the difference of net investment minus depreciation
divided by total assets:

_ Investment, net — depreciation

FEI]
total value of assets

Where net investment represents the difference between purchase and sale of investment goods in the
respective year and total value of assets means the balance sheet total. If the indicator is positive it means
that the capital formation in the sector increases, a minus signals a decline of the capital in the sector, i.e.
over consumption of capital goods which will result in lower production capacities in the future. The
development of the indicator is then interpreted in the way that continuous declining or increasing trends
reflect the negative resp. positive expectations of the economic agents (producers) concerning future profit
opportunities.

5.1.3 Data quality

Of course, all analysis relies on the quality of the data submitted by the member states. As the quality is still
improvable, the indicator is only interpreted with cautious assuming that trends can be interpreted
qualitatively as mentioned in the former paragraph. Countries with obvious data problems or unexplainable
outliers are excluded from the analysis. Some countries did not participate in the CFP over the whole time
period, others did not collect specific data for the variables needed to calculate the FEI. This led to the
exclusion of some countries, which is indicated in Table 5.1.2 which gives the EU-wide value of the FEl
indicator.
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5.1.4 Remarks on Method

The FEI is calculated for each country, if all values were available and are presented in Table 5.1.1.
Regarding the calculation of the EU-wide FEI value, two different approaches are applied. The first
calculation was done by taking all available values of the three variables net investment, depreciation and
total value of assets and summing it up to EU level. Alternatively, a weighted average was also calculated,
where the weighting factor was total income of a specific country. Countries that were excluded from the
analysis for the respective years are mentioned.

The second way of calculating the EU total value of the FEI was done by only taking those countries into
consideration where data on each single year for the period 2008-2012 are available. This leads to the so
called comparable time series where the excluded countries are also mentioned.

For both ways of calculating the EU-FEI the coverage rate is shown separately. This coverage rate is
calculated as percentage share of income from fish processing for those countries included in the FEI in
comparison to the total EU fish processing income for all countries.

5.1.5 Data presentation

The following Table 5.1.1 shows the values of the FEI for the different years and countries. The country
specific analysis will be done in the next section, while the discussion of EU wide data will be at the end of
this chapter.

Table 5.1.1: Future Industry Expectations by MS, 2008-2012

FEI (%)
2009 2010 2011
Bulgaria 5.86 9.95 -11.45 -10.10 0.02
Croatia 2.16 8.72
Cyprus -0.94 -11.26  -15.44  -23.92 -33.19
Denmark 0.09 -0.18 -2.43 0.50 -0.36
Estonia 4.17 1.09 7.09 6.63 -1.63
Finland -0.60 3.86 -0.21 0.22 5.42
France 0.96 4.20 3.76 3.69 4.08
Germany 1.72 -1.60 -0.20 -2.59 -3.15
Greece -1.02
Ireland -2.51 -3.67 -0.26 1.88 1.74
Italy 8.33 -7.23 4.40 2.84 -3.24
Latvia -1.52 -0.69 -0.95 7.74 10.05
Lithuania 10.47 3.12 2.72 2.30 1.29
Malta -5.80 -25.13 30.42 18.04 106.28
Netherlands -2.13 6.00 -2.75 9.95 1.09
Poland 2.53 1.58 2.18 431 1.69
Romania -3.32 14.49 -2.86 -4.24 1.41
Slovenia -0.96 -3.21 -4.58 -3.41 -3.34
Sweden -0.71 -0.19 -0.31 -0.07 -1.08
United Kingdom -2.16 1.41 1.98 5.12

327



5.1.6 Country analysis

Belgium

The Belgian FEI indicator was negative in 2008, but has been positive in 2009, 2011 and 2012. Between
2011 and 2012, the FEI has increased due to a rise in investments and total value of assets, combined with
a slight decrease in depreciation of capital. This generally indicates that there is a potential to increase
investments in the future.

Bulgaria

A positive trend of the indicator may be identified for 2008 and 2009 changing to negative values during
2010 and 2011 and positive again during 2012. The variation of the number of enterprises in the sector
during 2008/2012 and consequently the value of the assets of the sector does not allow for any concrete
conclusion on the future expectations of the sector.

Cyprus

The indicator is negative each year for the period 2008/2012 and an increasing negative trend may be
identified. While EFF grants for the sector have been paid during 2011, no rise in net investment may be
identified in the DCF data. Based on the indicator, the Cypriot processing sector is expected to further
reduce its presence in the market.

Germany

The German development shows different figures compared to other EU-DCF countries. While the indicator
had a positive value in the crises year 2008 it shows a stable declining negative trend for the following
years. Having in mind the negative profit in 2012, this obviously reflects stable negative expectations of the
German fish processors for their business and about the development of the sector in Germany. So the
overall sector is facing serious problems, which may differ between single companies. One explanation for
the negative trend might be the offshore of investment activities to e.g. Poland, as pressure on profitability
on activities in Germany led to disinvestment or at least no new investment in Germany and instead to the
investment into new processing capacities abroad.

Denmark

The FEI has been stable around zero for Denmark as a whole during the studied period, except for 2010
when it decreased (-2%). Net investments were significantly lower in 2010, which can explain the decrease
in FEL. It seems like the segment with 50 t0o249 employees has a more positive view about the future, since
the FEl is higher. Enterprises with 11-49 employees have the lowest FEI.

Spain

Spain did not provide the data of capital depreciation and the index cannot be computed. In the case of
Spain total income slightly decreased in 2009, but recovered on the next year and kept up rising resulting in
an increase of 10% in the observed period. Net investment showed a significant decrease until 2012 which
seems to start a period of slight recovering with regard to the previous year.
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Estonia

Estonian FEI was positive during 2008-2011 with the highest value in 2010. In 2012 FEI turned to be
negative indicating overconsumption of capital goods which will result in lower production capacities in the
future, if this figure is not an exemption, maybe due to the former stable and quite high investment
activities.

Finland

FEI in Finish fish processing industry indicates a periodical investment to industry with high expectation
following by decreased rate. For instance in 2009 and 2012 years FEl was 3.9% and 5.4% respectively,
whereas for the rest of years in the 2008-2012 period future expectation indicator was fluctuating around
zero.

France

Total income of the fish processing industry in France has been continuously increasing in the observed
period from a value of € 4.37 billion to about 5 billion. This increase is consistent with the values of the
future expectation index, which rose from 0.96 in 2008 to 4.08 in 2012, suggesting that the French industry
may continue expanding. The future expectation index shows a change in order of magnitude between
2008 and 2009, which is mainly due to an increase of net investment by 76% in 2009. However, in contrast
with net income, the expectation index does not show continued trend as it has fallen in 2010 and 2011 as
a result of an increase in the depreciation of capital, reducing the index value even net investments also
increased.

UK

In UK the FEI was very low in the beginning (-2% in 2009) probably due to the financial crises, but has
steadily increased during the period (5% in 2012). The segments less or equal to 10 employees and 50-249
employees have a similar development and the highest FEI. For the two other segments, there was a slight
decrease in 2011, but they also have a positive trend. The variable, both in total and in the different
segments, indicates that the industry as a whole is planning to increase their investments in the future.

Greece

The indicator is negative both for 2011 and for 2012. As EFF grants for the sector are expected to be
allocated during 2013, the indicator is expected to be positive during 2014.

Croatia
An increasing positive trend of the indicator may be identified for the 2011/2012 period.
Ireland

Ireland has a similar total development as the UK, but the FEI has lower values (-2.5 % in 2008 and 1.7% in
2012). The impact of the crisis seems to be higher in Ireland as the FEI turns into positive values in 2011.
The development for the segment with less than 10 employees differs from the others, since the FEl has
been decreasing every year except for 2010. In Ireland the total net investment has increased with more

329



than 100 per cent during the studied period and at the same time the total assets has decreased with 26
per cent.

Italy

The evolution of the total income in the Italian processing industry has been not regular along the five
observed years, having alternative periods of increase and decrease from one year to the next. Total
income increased with regard the previous year in 2010 and 2012, but decreased in 2009 and 2011. The
result of these changes is a 12% decrease in the full period. The value of the expectation index evolved
even more erratically with changes from negative to positive values and vice versa in different years than
those observed with the net income. These facts suggest issues with the quality of data and results should
be considered cautiously.

Lithuania

Continuously increasing total income in Lithuanian fish processing industry since 2008 was a result of
parallel increase in total assets. Net investment in Lithuanian industry remained at stable level, which in
relation to rising assets caused decreasing but positive values of the FEI. Current level of investments was
sufficient to guarantee an improving industry performance in 2008-2012 including the economic crisis
period. The decrease in this ratio could also be explained if increased total assets are not used for
investments, but rather kept as reserves for risk management for market fluctuations. The highest FEI was
estimated to two segments, 50-249 employees and more than 250 employees respectively, whereas
segment regarding micro enterprises significantly increased FEl in 2012 compared to previous years.

Latvia

Latvian fish processing industry during 2008-2010 period had a negative value of FEl indicating low
confidence of future of industry. This period overlapped with economic crisis in EU and such tendency is
easily justified. From 2011 Latvian processing industry devoted more investments compare to the total
assets, thus increased FEI for 2012. The rate of investment designation was higher compared to growth of
total assets and in 2012 reached 10%. This trend was observed for all segments except micro enterprises
with less than 10 employees.

Malta

Malta illustrates another curious example, in which despite of a significant 22% decrease in total income
between 2011 and 2012, the expectation index rose from 18.04 up to 106.28 in the same years. Such an
extraordinary variation can only be explained by ceasing and settlement of large operators. Actually, it
seems have happened between 2010 and 2012. According to the evolution in the number of enterprises by
size segments, in 2010 the companies over 10 employees have had ceased with their activity. The index
then went from a negative value to positive indicating that the less profitable companies have had closed
or being resized. In 2012 two new companies over 10 employees appeared, resulting in a significant
increase in total investment which dramatically raised the value of the expectation index.
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The Netherlands

The Dutch data show some yearly variation of the FEI. While in 2008 and 2010 a negative value for the FEI
occurs, the 2009, 2011 and 2012 years show positive values with a significant decrease in 2012. This is
maybe caused by the economic crises in 2008. For 2010 the negative value could result from the
investment the year before, resulting in higher depreciation in the following years and maybe no
substantial new investments in this particular year. But it should be cautiously investigated if this
fluctuation in the FEI will persist in the following years.

Poland

Poland fish processing industry demonstrated positive fluctuating FEI during 2008-2012. The highest value
indicating considerable amount of investments assigned for sector development. The highest expectation
was observed for the segment less than or equal to 10 employees, reaching 55.8 % in 2012. This trend
could be related to EFF funds for small segment development, since is not very typical for small scale micro
enterprises to designate significant part of assets to investments.

Portugal

Like in the case of Spain, Portugal did not provide data on depreciation of capital and thus the future
expectation index cannot be computed. However, the evolution of total income and net investment may
provide some idea on what the industry expectations were. Besides the fact that the number of companies
decreased, total income remained stable in a range between € 1 and 1.14 billion. The settlement of new
large companies in 2009 may have contributed to avoid a fall in total income. Net investment decreased in
2010 and 2011 significantly from € 47 million to around 30 million, but started to recover in 2012 with
almost € 40 million. The effects of the financial crisis and the improvement of the general expectations by
the end on 2012 may be behind this evolution.

Romania

A positive value of the indicator during 2009 and 2012 may be identified while for 2008 and 2010-2011 the
indicator is negative not allowing for a clear trend to be identified. The variation of the number of
enterprises in the sector during 2008/2012 and the excessive variation of the value of the assets of the
sector does not allow for any concrete conclusion on the future expectations of the sector.

Slovenia

For all years Slovenia shows negative values of the indicator, meaning that if this trend remains, the
production opportunities of the industry will decrease in the future.

Sweden

The FEI has been stable around zero for Sweden as a whole during the period, except for a decrease in 2012
(-1%) when net investments was significantly lower. Like in Denmark it seems like the segment with 50
t0249 employees has a more positive view about the future, since the FEl is higher. For the two other
segments, the FEI has decreased during the period.
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5.1.7 EU level

Table 5.1.2 shows the value of the FEI for the different calculations, which have been described at the
beginning of this chapter.

Table 5.1.2: Future Industry Expectations of the EU, 2008-2012

Weighted Coverage

MS excluded FEI (%) FEI (%) %)
2008 BEL_ESP_GBR_GRC_HRV_PRT 2.61 2.28 62
2009 BEL_ESP_GRC_HRV_PRT -0.39 -0.33 79
2010 BEL_ESP_GRC_HRV_PRT 1.50 1.48 80
2011 BEL_ESP_GRC_PRT 2.96 2.40 78
2012 BEL_ESP_PRT 1.21 1.93 80

Comparable time series

2008 BEL_ESP_GBR_GRC_HRV_PRT 2.61 2.28 62
2009 BEL_ESP_GBR_GRC_HRV_PRT -0.16 0.32 58
2010 BEL_ESP_GBR_GRC_HRV_PRT 1.52 1.51 60
2011 BEL_ESP_GBR_GRC_HRV_PRT 3.11 2.54 59
2012 BEL_ESP_GBR_GRC_HRV_PRT 0.72 0.97 60

Even if the coverage is between 60% and 80% of total EU production, some trends could be identified on
the EU-level. While 2008 shows a positive expectation of the industry regarding EU-wide figures, 2009
obviously reflects the economic crises. In 2009 and 2010 expectations of the producers already turned into
more optimistic scenarios again. The distinct decrease of the 2012 EU overall FEI (still positive) may be
caused by a hold-up phenomenon, meaning that companies are waiting with new investment until the new
EU fisheries funds regulations are clear and in force.

Of course, behind this figures are some diverging trends from country to country, which could be
interpreted as relocation of the industry. Some countries, like Germany, show stable negative expectations
resulting in disinvestment in the fish processing sector. At the same time investments into new facilities are
made abroad.

Regarding the quality, i.e. the reliability of the indicators value, the results show increasing coverage of the
data, meaning that the impact of individual countries missing may not alter the value of the FEI
substantially. As the FEI obviously reflects the economic development in the sector according to the opinion
of several experts attending the meeting, the analysis of this indicator should be kept as a special content
of the fish processing report. The group furthermore agreed that a comparison with the value of this
indicator with the aquaculture and fishing sector may leads to further insights of the total fisheries industry
in Europe.

An analysis for the future report might be the comparison of investment supported by EU- fishery fund
means with the surplus of investment over depreciation in order to get a feeling about the importance of
the EU-subsidies for the sector.
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5.2 The Future of the fish processing report

The EWG 14-15 was asked to suggest possible improvements of the actual fish processing report and
additionally to discuss alternative formats for reporting the status and development of the fish processing
sector.

Background

The STECF is a scientific advisory body established to specifically advice on the sustainable exploitation of
marine living resources. It is obvious that the performance of the fishing fleet and the behavior of
fishermen influence the exploitation rate and, therefore, it makes sense to analyse the socio-economic
performance of the fleet.

The link from the fish processing industry’s to the ‘sustainable exploitation of marine living resources’ is less
obvious. However, the industry are partly dependent on the availability of certain fish stocks/species in
some local/regional communities and, therefore, the fish processing industry are depending on catches
from European fish stocks. In contrast to this, the processing industry is at the same time pushing the
agenda for more sustainable products, such as eco-labeling or sustainability certification. Therefore, there
is an increasing pressure on the fishing fleet to improve sustainability and at the same time be more
efficient to deliver more raw materials for the industry.

STECF has several times recommended that the EC should issue a study to elaborate how the link between
the activities of the fishing fleet and the processing sector can be assessed and make this link more
transparent. The study shall include an elaboration of how data on raw material can be collected by the MS
and how this additional data can be linked to the already collected data. Such a study was never issued by
the EC. As a first step, STECF suggested to re-include two variables on raw material (Purchase of fish by
species and origin) in the new data collection regulation as optional (see report STECF 13-31, p. 192). This
would give MS an opportunity to issue pilot studies using funds to start up a collection of data on raw
material and explore what can actually be collected.

The data from the DCF is the basis for the EWG on the annual report on the economic situation of the fish
processing sector. The EWG is yearly being asked to base their analysis, to a significant degree, on “expert
knowledge”. There is additional data to the DCF available from other sources but without being provided
and in many cases specifically prepared for the needs of a working group, further analysis than what is
achievable with the DCF data is not possible. Unfortunately the one-week time frame does not provide the
experts with enough time to search for and analyse additional sources.

5.2.1 Improvement of the actual report in the future
The EWG 14-15 discussed how the report on the status of the fish processing industry in its actual format

can be improved in the next years, even if it is not possible to draw the link to the fishing fleet.

Every new report includes at least one additional year of data and the routine of putting together the basic
information in the NCs of the report may give the experts a bit more free space to elaborate on drivers and
trends in the NCs in the future.
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Some experts argued that for some of the MS 2013 data is already available at the time of the preparation
of the report and question why this data is not included. If this would be the case for all MS the data call
may be changed to allow MS to upload this data voluntarily. Afterwards the EWG may elaborate on how
many countries are actually able to provide more recent data and if this data can be used.

Broaden the scope: discussing drivers and trends along the whole value chain?

The fish processing sector is not acting in isolation. The industry is purchasing raw material from the
fisheries and aquaculture sector and on the other hand, the processed or semi-processed products go up in
the value chain to supermarkets. Therefore, looking at the value chain as a whole may give a better
indication of which drivers and trends are influencing on the processing industry in contrast to just
analyzing the DCF or EUMAP data on the status of the industry. Even without the data on raw material it
would be possible to include some market information (see NC part on markets) or statistics on national
landings, which together with the data on the regional importance of the industry may give a better
indication on how dependent local/regional industries are on local/regional landings from a certain fishery.

Drivers are mostly external factors like energy costs or certification demands. This can be analysed using
the existing information. However, it cannot easily be used to assess future developments. If the link to the
fishing fleet can be established using the raw material data information on future landings may be
generated using bio-economic models assessing the future developments of stocks and catches and how
this will reflect back on the processing sector.

An important development of the fish processing industry is the outsourcing of activities. However, many of
these activities are outsourced to countries outside Europe (like filleting of Cod in China) and it will be
necessary to broaden the analyses and perspective looking outside of the EU. However, for this kind of
analysis it is not yet clear what data is needed and what data is available for such an analysis.

The EWG 14-15 decided to include more market information in the NC without formalizing it in the sense
that the information and graphs provided in every chapter is not necessarily comparable between MS. This
inclusion of market information is seen as a step forward and it is very useful to get more insides and
understanding on the processing industry. This information came from the DGMARE database. The market
information provides knowledge on origin, species and degree of processing. The trade statistics is publicly
available and it is therefore not that much of an additional effort to include it in the report. However,
without the more detailed information on raw material the market data still only provides limited
additional information on how dependent local/regional industries are on local/regional stock in the EU.

EWG 14-15 considered to have additional chapters with information on main products (e.g. canned, salted,
fresh or frozen) and species (such as anchovies, cod, herring or tuna) in each country, which could provide
additional information on how dependent the local/regional industries are on certain sources of raw
material. However, there will still be a large part of the trade of fresh and frozen fish traded by wholesalers
there will not be covered by the fish processing report as the wholesaling sector is not covered by the
regulation and these fish are not going through a processing plant.

Reporting by size category or segment

The experts present at the EWG14-15 were questioning the value of disaggregating the data collected for
SMEs and Non-SMEs. One reason is that the definition of being a SME is not only based on the number of
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employees but also turnover. If the right definitions are not used it can cause confusion and devaluate the
information provided in the report. Furthermore, it is not possible to compare enterprises without looking
at the species produced and the degree of processing, because the income, cost and investment are very
different and in economic terms these parameters are a lot more important than the numbers of
employees.

However, it would be nevertheless very valuable to have a closer look at the performance of smaller versus
larger processing facilities and the markets for these different sized industries as keeping especially smaller
companies in remote areas is often a high political priority. In the EU more and more seafood products are
purchased by consumers at larger supermarket chains. It has been estimated that up to 80% of the seafood
is sold by these larger chains. This may affect the economic viability of smaller enterprises. There is a lot of
focus on providing means to smaller size enterprises, but often without questioning their economic
sustainability/viability to survive in a more and more globalized market.

The EWG also discussed the usefulness of reporting by size categories in relation to the very useful analysis
of the regional importance of the sector (see also next chapter). In this case it may be of much more
relevance to analyse the industry distinguishing the companies by size and main species or products.
However, the problem then can occur that if the sector will be divided in a lot of subgroups an economic
analysis may not be possible anymore. Therefore, how this can be done needs to be more elaborated.

The amount of fish (divided in species) processed by the processing industry is reported to ProdCom to a
certain extent, which could be an additional source for data.

Regional importance of the sector

The EWG 14-15 identified the analysis of the regional importance of the fish processing sector as very
important as it would give a lot of information on how dependent a local community or region is on their
fishing and aquaculture sectors to provide raw material to the fish processing industry. To be able to
conduct such a study the enterprises should be segmented by species groups and commodities. This kind of
study should only be carried out every 4-5 years.

As a starting point for having more social variables in the EUMAP STECF suggested three additional
variables on the regional importance of the processing sector (regional importance of the industry by
number of enterprises and employees plus average GDP per capita in a region) and these variables shall be
collected twice during the EUMAP period. Therefore, additional data will be available for some basic
analysis. However, it will be necessary to collect additional data as the three new variables are not
sufficient to perform an in dept economic analysis on the regional importance of the processing sector.

Public funding for the sector

Another possible item which can be assessed in future reports could be the role of public funding. The EWG
had the possibility to look at the public spendings for the fish processing industry from the EFF during the
period 2007-2013. As it can be observed from Figure 5.2.1, overall 16% of the public subsidies (EFF and
national co-financing) went to fish processing and marketing (with huge differences between the MS)Figure
5.2.1. However, there was not sufficient time to analyse the effects of these public fundings on the
investment behavior and performance of the sector.
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Figure 5.2.1: EFF funding per measures

The money spend for the fish processing sector can be further divided by certain actions. Most of the
payment (91%) went into construction and increasing production capacity.
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Figure 5.2.2: EFF funding for fish processing

The following overview shows the different priorities MS give to these actions.
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Figure 5.2.3: MS priorities for the EFF payments
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In the DCF only income subsidies are included and, therefore, additional data from the EC is needed to
analyse the role of public subsidies in the processing sector. The question is why MS have spent 16% of
their overall funds on processing and marketing. However, it was not possible for the EWG to assess the
effectiveness of the payments as this wood need a much deeper analysis even of individual projects
sometimes.

Gender employment

The EWG discussed how the gender distribution in the workforce can be made more operational and
visible. Traditionally men go to sea while women process the fish on land. This may or may not have
changed that much even with structural changes in the industry or the overall economic crisis. In Spain
there is a 22% increase in male employment and the question is whether female unemployment increases
or do they move into better paid positions. It would also be interesting to investigate the average salaries
divided by gender as women often have the less paid positions.

Indicator ‘future expectation of the industry’ (FEI)

The EWG elaborated in the special chapter 5.1 the usefulness of the indicator ‘future expectations of the
industry’ (FEI). This indicator should be included in the national chapters in the future.

5.2.2 Alternative formats of the report on the status of the processing industry

The EWG 14-15 discussed the possible alternative of reporting concerning the status of the fish processing
industry if the EC should decide not to request the report on the fish processing sector in its current form
from STECF. The specific data collection on the fish processing sector will continue in the EUMAP. There are
some good reasons for the continued data collection as there are several variables which are not collected
by Eurostat (SBS). Furthermore, it also includes the collection of data on enterprises which do not have fish
processing as their main activity. This provides a more nuanced picture on the economic status of the fish
processing sector than the data obtained by the Eurostat (SBS). However, EWG 13-15 proposed some
changes to the list of variables to be collected under the EUMAP to avoid double work (STECF 13-31, p.
192).

The EC may decide to change the procedure to report the status of the processing sector by issuing
individual contracts to experts to report the basic data (in comparison also with Eurostat data) instead of
requesting STECF to issue a working group to do it (once the fish processing report was also done by
correspondence).

Working by correspondence will not allow the same way of interaction and discussions among experts and
will prevent the experts from performing deeper economic analysis. If the work of the report is organized in
this way there will be a need for supplementing the yearly report with analysis on regional developments,
value chain per fish species, trade flows by countries within EU and outside etc. with probably one every
year from alternating regions (e.g. Baltic Sea, North Sea, Western Waters, Mediterranean, Black Sea). For
such a report additional data collection may also be necessary. It is expected that such an analysis could be
made every 4-5 years and it should not increase the overall effort for data collection that much.
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Conclusions

The EWG 14-15 concludes that there are basically two options for the future reports on the status of the
fish processing industry:

1. Toreport on the status of the fish processing sector from a more holistic perspective but outside STECF,
or
2. going on with the current report by STECF:
a. If data on raw material is provided it may be possible to analyse the whole value chain (from
raw material to the consumer) including data on market development;
b. If the raw material data will not be available some improvements of the report are possible, but
the value of the report in terms of contributing significantly to policy advise on the CFP, is

questionable but still very valuable for other purposes (like regional development).
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7 GLOSSARY

The economic variables to be collected for the processing industry sector under the Data
Collection are specified in section B of the Chapter IV and in Appendix Xll of Commission
Decision 2010/93/EC of the 18™ of December 2009, on the adoption of a multiannual
Community programme for the collection, management and use of data in the fisheries sector
for the period 2011-2013.

Table 7.1: List of economic variables for the processing industry sector

Variable group Variable Unit
Income Turnover EUR
Subsidies EUR
Other income EUR
Personnel costs Wages and salaries EUR
Imputed value of unpaid labour EUR
Energy costs Energy costs EUR
Raw material costs Purchase of fish and other raw material for EUR
production
Other operational costs Other operational costs EUR
Capital costs Depreciation of capital EUR
Financial costs, net EUR
Extraordinary costs, net Extraordinary costs, net EUR
Capital value Total value of assets EUR
Net Investments Net Investments EUR
Debt Debt EUR
Employment Number of persons employed Number
FTE National Number
Number of enterprises Number of enterprises Number
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7.1 Parameters requested

Turnover:

“Turnover” comprises the totals invoiced by the observation unit during the reference period,
and this corresponds to market sales of goods or services supplied to third parties.

Turnover includes all duties and taxes on the goods or services invoiced by the unit with the
exception of the VAT invoiced by the unit vis-a-vis its customer and other similar deductible
taxes directly linked to turnover.

It also includes all other charges (transport, packaging, etc.) passed on to the customer, even if
these charges are listed separately in the invoice. Reduction in prices, rebates and discounts as
well as the value of returned packing must be deducted. Income classified as other operating
income, financial income and extraordinary income in company accounts is excluded from
turnover. Operating subsidies received from public authorities or the institutions of the
European Union are also excluded (Structural Business Statistics (SBS) Code 12 11 O,
Commission Regulation (EC) No 2700/98).

Subsidies:

“Subsidies” are the financial assistance received from public authorities or the institutions of
the European Union which are excluded from turnover.

It includes direct payments, e.g. compensation for stopping trading, refunds of fuel duties or
similar lump sum compensation payments; excludes social benefit payments and indirect
subsidies, e.g. reduced duty on inputs such as fuel or investment subsidies.

Other income:

“Other income” refers to other operating income included in company accounts which are
excluded from turnover; income coming from activities other than fish processing.

Wages and salaries:

“Wages and salaries” is equivalent to “Personnel costs” on the Structural Business Statistics.

“Personnel costs” are defined as the total remuneration, in cash or in kind, payable by an
employer to an employee (regular and temporary employees as well as home workers) in
return for work done by the latter during the reference period. Personnel costs also include
taxes and employees' social security contributions retained by the unit as well as the
employer's compulsory and voluntary social contributions.

Personnel costs are made up of:

e wages and salaries
e employers' social security costs

All remuneration paid during the reference period is included, regardless of whether it is paid
on the basis of working time, output or piecework, and whether it is paid regularly or not.
Included are all gratuities, workplace and performance bonuses, ex gratia payments,
thirteenth month pay (and similar fixed bonuses), payments made to employees in
consideration of dismissal, lodging, transport, cost of living and family allowances,
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commissions, attendance fees, overtime, night work etc. as well as taxes, social security
contributions and other amounts owed by the employees and retained at source by the
employers. Also included are the social security costs for the employer. These include
employer's social security contributions to schemes for retirement pensions, sickness,
maternity, disability, unemployment, occupational accidents and diseases, family allowances
as well as other schemes. These costs are included regardless of whether they are statutory,
collectively agreed, contractual or voluntary in nature. Payments for agency workers are not
included in personnel costs. (Structural Business Statistics (SBS) Code 13 31 0, Commission
Regulation (EC) No 2700/98).

Wages and salaries: Wages and salaries are defined as "the total remuneration, in cash or in
kind, payable to all persons counted on the payroll (including homeworkers), in return for work
done during the accounting period." regardless of whether it is paid on the basis of working
time, output or piecework and whether it is paid regularly or not. Wages and salaries include
the values of any social contributions, income taxes, etc. payable by the employee even if they
are actually withheld by the employer and paid directly to social insurance schemes, tax
authorities, etc. on behalf of the employee. Wages and salaries do not include social
contributions payable by the employer. Wages and salaries include: all gratuities, bonuses, ex
gratia payments, "thirteenth month payments", severance payments, lodging, transport, cost-
of-living, and family allowances, tips, commission, attendance fees, etc. received by
employees, as well as taxes, social security contributions and other amounts payable by
employees and withheld at source by the employer. Wages and salaries which the employer
continues to pay in the event of illness, occupational accident, maternity leave or short-time
working may be recorded here or under social security costs, depending upon the unit's
accounting practices. Payments for agency workers are not included in wages and salaries.
(Structural Business Statistics (SBS) Code 13 32 0, Commission Regulation (EC) No 2700/98).

Social security costs: Employers' social security costs correspond to an amount equal to the
value of the social contributions incurred by employers in order to secure for their employees
the entitlement to social benefits. Social security costs for the employer include the employer's
social security contributions to schemes for retirement pensions, sickness, maternity,
disability, unemployment, occupational accidents and diseases, family allowances as well as
other schemes. Included are the costs for all employees including homeworkers and
apprentices. Charges are included for all schemes, regardless of whether they are statutory,
collectively agreed, contractual or voluntary in nature. Wages and salaries which the employer
continues to pay in the event of illness, occupational accident, maternity leave or short-time
working may be recorded here or under wages and salaries, dependent upon the unit's
accounting practices. (Structural Business Statistics (SBS) Code 13 33 0, Commission Regulation
(EC) No 2700/98).

Imputed value of unpaid labour:

Unpaid workers normally refers to persons who live with the proprietor of the unit and work
regularly for the unit, but do not have a contract of service and do not receive a fixed sum for
the work they perform. This is limited to persons who are not included on the payroll of
another unit as their principal occupation.

Thus, imputed value of unpaid labour estimates the value of the salaries that these unpaid
workers would have received if their work was remunerated.

The chosen methodology to estimate this imputed value of unpaid labour should be explained
by the Member State in their national programme.
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Energy costs:

“Energy costs” corresponds to the “Purchases of energy products (in value)” on the Structural
Business Statistics.

Purchases of all energy products during the reference period should be included in this
variable only if they are purchased to be used as fuel. Energy products purchased as a raw
material or for resale without transformation should be excluded. This figure should be given
in value only. (Structural Business Statistics (SBS) Code 20 11 0, Commission Regulation (EC) No
2700/98).

Purchase of fish and other raw material for production

“Purchase of fish and other raw material for production” accounts for the cost of the
unfinished goods (fish and other products) purchased by a manufacturer in order to sell them,
normally after some elaboration.

“Purchase of fish and other raw material for production” and “Other operational costs” are
part of the “Total purchases of goods and services” and the “Purchases of goods and services
purchased for resale in the same condition as received” on the Structural Business Statistics.
(Structural Business Statistics (SBS) Codes 13 11 0 and 13 12 0, Commission Regulation (EC) No
2700/98).

Other operational costs:

Other operating costs should comprise packaging costs, outsourcing costs, property or
equipment rental charges, the cost of raw materials and supplies that cannot be held in the
inventory and have not been already specified (i.e. water, small items of equipment,
administrative supplies, etc.), insurance premiums, studies and research costs, external
personnel charges, fees payable to intermediaries and professional expenses, advertising
costs, transportation charges, travel expenses, the costs of meetings and receptions, postal
charges, bank charges (but not interest on bank loans) and other items of expenditure.

“Purchase of fish and other raw material for production” and “Other operational costs” are
part of the “Total purchases of goods and services” and the “Purchases of goods and services
purchased for resale in the same condition as received” on the Structural Business Statistics.
(Structural Business Statistics (SBS) Codes 13 11 0 and 13 12 0, Commission Regulation (EC) No
2700/98).

Depreciation of capital:

Depreciation refers to the decline in value of the assets. In accounting, it is used as the
allocation of the cost of tangible assets to periods in which the assets are used, in order to
reflect this decline in their value.

The chosen methodology to allocate these costs over periods should be explained in the
national programme. ESA (6) 6.02 to 6.05 European System of Accounts 1995 (Regulation (EC)
No 2223/96, Regulation (EC) No 1267/2003, Eurostat ESA 1995 manual).
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Financial costs, net:

“Financial costs, net” should be calculated as the difference between financial costs, coming
from financial activity of the enterprise, and financial income, as defined in art. 23, item 9-11
for income and item 13 for costs of the IV Council Directive 78/660/EEC

Extraordinary costs, net:

“Extraordinary costs, net” is the difference between “Extraordinary charges” and
“Extraordinary income”.

“Extraordinary income” and “Extraordinary charges” are the income and costs that arise
otherwise than in the course of the company's ordinary activities (Article 29 of the Fourth
Council Directive 78/660/EEC of 25 July 1978).

Total value of assets:

This parameter corresponds to the Balance sheet total of the Structural Business Statistics and
the Capital value in the European System of Accounts.

Balance sheet total consists of the sum of items 1 to 16 of the asset side of the balance sheet
or of the sum of items 1 to 14 of the liability side of the balance sheet. (Structural Business
Statistics (SBS) Code 43 30 0, Commission Regulation (EC) No 2700/98).

Capital value is the total accumulated value of all net investments in the enterprise at the end
of the year. ESA 7.09 to 7.24 European System of Accounts 1995 (Regulation (EC) No 2223/96,
Regulation (EC) No 1267/2003, Eurostat ESA 1995 manual).

Net Investments:

“Net investments” refers to the difference between Purchase (Gross investment in tangible
goods) and Sale (Sales of tangible investment goods) of assets during the year.

Gross investment in tangible goods is the Investment during the reference period in all
tangible goods. Included are new and existing tangible capital goods, whether bought from
third parties or produced for own use (i.e. Capitalised production of tangible capital goods),
having a useful life of more than one year including non-produced tangible goods such as land.
The threshold for the useful life of a good that can be capitalised may be increased according
to company accounting practices where these practices require a greater expected useful life
than the one year threshold indicated above.

All investments are valued prior to (i.e. gross of) value adjustments, and before the deduction
of income from disposals. Purchased goods are valued at purchase price, i.e. transport and
installation charges, fees, taxes and other costs of ownership transfer are included.

Own produced tangible goods are valued at production cost. Goods acquired through
restructurations (such as mergers, take-overs, break-ups, split-off) are excluded. Purchases of
small tools which are not capitalised are included under current expenditure. Also included are
all additions, alterations, improvements and renovations which prolong the service life or
increase the productive capacity of capital goods. Current maintenance costs are excluded as is
the value and current expenditure on capital goods used under rental and lease contracts.
Investment in intangible and financial assets are excluded. Concerning the recording of
investments where the invoicing, delivery, payment and first use of the good may take place in
different reference periods, the following method is proposed as an objective:
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i) Investments are recorded when the ownership is transferred to the unit that intends to use
them. Capitalised production is recorded when produced. Concerning the recording of
investments made in identifiable stages, each part-investment should be recorded in the
reference period in which they are made.

In practice this may not be possible and company accounting conventions may mean that the
following approximations to this method need to be used:

i) investments are recorded in the reference period in which they are delivered,

ii) investments are recorded in the reference period in which they enter into the
production process,

iii) investments are recorded in the reference period in which they are invoiced,
iv) investments are recorded in the reference period in which they are paid for.

Gross investment in tangible goods is based on Gross investment in land (15 12 0) + Gross
investment in existing buildings and structures (15 13 0) + Gross investment in construction
and alteration of buildings (15 14 0) + Gross investment in machinery and equipment (15 15 0).
(Structural Business Statistics (SBS) Code 15 11 0, Commission Regulation (EC) No 2700/98).

Sales of tangible goods includes the value of existing tangible capital goods, sold to third
parties. Sales of tangible capital goods are valued at the price actually received (excluding
VAT), and not at book value, after deducting any costs of ownership transfer incurred by the
seller. Value adjustments and disposals other than by sale are excluded. (Structural Business
Statistics (SBS) Code 15 21 0. Commission Regulation (EC) No 2700/98).

Debt:

Financial assets created when creditors lend funds to debtors, either directly or through
brokers, which are either evidenced by non-negotiable documents or not evidenced by
documents.

Short-term loans: loans whose original maturity is normally one year or less, and in exceptional
cases two years at the maximum, and loans repayable on demand.

Long-term loans: loans whose original maturity is normally more than one year, and in
exceptional cases more than two years at the minimum.

Number of persons employed (Total employment):

This indicator refers to the number of people employed (including full-time and part-time
employees) (SGECA-09-03). It corresponds to the Number of people employed of the
Structural Business Statistics.

The number of persons employed is defined as the total number of persons who work in the
observation unit (inclusive of working proprietors, partners working regularly in the unit and
unpaid family workers), as well as persons who work outside the unit who belong to it and are
paid by it (e.g. sales representatives, delivery personnel, repair and maintenance teams). It
includes persons absent for a short period (e.g. sick leave, paid leave or special leave), and also
persons on strike, but not those absent for an indefinite period. It also includes part-time
workers who are regarded as such under the laws of the country concerned and who are on
the pay-roll, as well as seasonal workers, apprentices and home workers on the pay-roll. The
number of persons employed excludes manpower supplied to the unit by other enterprises,
persons carrying out repair and maintenance work in the enquiry unit on behalf of other
enterprises, as well as those on compulsory military service.
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Unpaid family workers refer to persons who live with the proprietor of the unit and work
regularly for the unit, but do not have a contract of service and do not receive a fixed sum for
the work they perform. This is limited to those persons who are not included on the payroll of
another unit as their principal occupation. (Structural Business Statistics (SBS) Code 16 11 0,
Commission Regulation (EC) No 2700/98).

The number of employees should be reported by gender.
FTE National:

“FTE national” is the number of employees converted in full time equivalents (calculation
methodologies vary between countries).

It corresponds to the “Number of employees in full time equivalent units” of the Structural
Business Statistics.

The number of employees converted into full time equivalents (FTE). Figures for the number of
persons working less than the standard working time of a full-year full-time worker, should be
converted into full time equivalents, with regard to the working time of a full-time full-year
employee in the unit. Included in this category are people working less than a standard
working day, less than the standard number of working days in the week, or less than the
standard number of weeks/months in the year. The conversion should be carried out on the
basis of the number of hours, days, weeks or months worked. (Structural Business Statistics
(SBS) Code 16 14 0, Commission Regulation (EC) No 2700/98).

Reporting the number of FTE national by gender is optional.
Number of enterprises:

A count of the number of enterprises registered to the population concerned in the business
register corrected for errors, in particular frame errors. Dormant units are excluded. This
statistic should include all units active during at least part of the reference period. (Structural
Business Statistics (SBS) Code 11 11 0, Commission Regulation (EC) No 2700/98).

Moreover, under the DCF regulation, the number of companies should be disaggregated by
size categories, defined according to the number of persons employed (< 10, 11-49, 50-249, >
250).

7.2 Indicators calculated

Average salary:

The average salary or mean wage estimates the salary an employee working full time is
receiving on this sector. It includes the salaries themselves, the social security costs and
imputed value of unpaid labour.

Average salary = (Wages and salaries + Imputed value of unpaid labour) / FTE

Employment per enterprise (FTE)

The employment per enterprise ratio shows the mean number of employees (in full time
equivalent) that a firm has in this sector.
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It is calculated as the ratio between the “Number of employees in full time equivalent” and the
total “Number of enterprises”.

Percentage of unpaid work

It is the percentage of labour costs (Wages and salaries of staff + Imputed value of unpaid
labour) which is estimated as “imputed value of unpaid labour”.

I'mputed value of unpaid labour
+ 100

Percentage of unpaidwork (%) = Labour costs

Gross Value Added (GVA):

Gross Value Added measures the contribution of the sector to the economy. The Gross Value
Added indicator calculated in this report is similar, but does not exactly correspond to the
Value added at factor cost of the Structural Business Statistics.

Value added at factor cost defined in the Structural Business Statistics is the gross income from
operating activities after adjusting for operating subsidies and indirect taxes. It can be
calculated from turnover, plus capitalised production, plus other operating income, plus or
minus the changes in stocks, minus the purchases of goods and services, minus other taxes on
products which are linked to turnover but not deductible, minus the duties and taxes linked to
production. Alternatively it can be calculated from gross operating surplus by adding personnel
costs. Income and expenditure classified as financial or extra-ordinary in company accounts is
excluded from value added. Value added at factor costs is calculated "gross" as value
adjustments (such as depreciation) are not subtracted. (Structural Business Statistics (SBS)
Code 12 15 0, Commission Regulation (EC) No 2700/98).

Hence, the Gross Value Added indicator calculated in this report differs from the Value added
of the Structural Business Statistics because “Change in stocks of goods and services”,
“Capitalised production”, “Purchases of goods and services”, “Other taxes on products which
are linked to turnover but not deductible” and “Duties and taxes linked to production” have
not been taken into account. However, it should be considered that these accounts normally
represent a small part of the income, so the use of this indicator is relevant.

Gross Value Added is calculated in this report as:
GVA = Turnover + Other Income - Energy costs - Purchase of fish and other raw material for
production - Other Operational costs.
Operating Cash Flow (OCF)
"Operating Cash Flow" refers to the amount of cash a company generates from its operations.
Operating Cash Flow = Turnover + Other Income + Subsidies - Energy costs - Wages and salaries

- Imputed value of unpaid labour - Purchase of fish and other raw material for production -
Other Operational costs
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Earnings Before Interest and Tax (EBIT):
“Earnings before interest and taxes (EBIT)” or “Operating profit” is a measure of a firm's
profitability that excludes interest and income tax expenses.
EBIT = OCF - Depreciation of capital
Net profit:
“Net Profit” corresponds to the difference between income and all costs, including

depreciation and interest costs.

Net profit = EBIT — Financial costs net
Return on Investment (ROI):
Return on investment is a performance measure used to evaluate the efficiency of an

investment.

During the SGECA-10-04 meeting it was decided that it was more appropriate to calculate the
Return on Investment using the “Earnings Before Interest and Tax (EBIT)”, rather than the Net
profit.

EBIT

*
Total Valueof Assets

ROI (%) = 100

Running Cost to Turnover Ratio:

This indicator shows how much of the turnover (income) is consumed by production costs.

Running cost to turnover ratio (%) = (Energy costs + Wages and salaries + Imputed value of
unpaid labour + Purchase of fish and other raw material for production + Other Operational
costs) x 100 / Turnover

Labour productivity (by FTE or Employee):

Labour productivity is calculated as Gross Value Added (GVA) divided by Full Time Equivalents
(FTE).

GIVA
FTE

When a MS cannot report the level of employment in FTEs, the number of employees is used
as an alternative (whenever this is the case, it is stated in the report).

Labour productivity =

Capital productivity:

Capital productivity is calculated as Gross Value Added (GVA) divided by the value of capital
(total value of assets) and is expressed in percentage terms.

GVA

Total value of assets

Capital productivity (%) =
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Future Expectations of the Industry indicator:

The indicator “Future Expectations of the Industry” can be interpreted as a proxy for the
industry’s intent to remain in the market in the medium/long term. If investments minus
depreciation is positive, the sector is allocating resources to increase its production capacity,
and therefore it expects to remain in the market to recover the cost of the investments. A
value of this difference close to zero could be interpreted as an indication that sector is only
wishing to maintain its production capacity in the future and is not planning to expand. When
depreciation is higher then investments, it is possible to assume that the industry wants to
reduce its presence in the market in the future. Therefore, this indicator can be used to
approximate the industry’s investing behaviour in the future.

(Net_investment — Depreciation)
L

FEI (%) = 100

Total value of assets
Financial position

Financial position is estimated as the ratio of own capital and borrowed capital (SGECA-09-

03), expressed in percentage terms.

Debt
4
Total value of assets

Financial position (%) =
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8 APPENDICES

8.1 Data

The data used to compile this report will be provided at the following address:

https://stecf.jrc.ec.europa.eu/data-reports

8.2 Contact details of STECF members and EWG-14-15 List of Participants

1 - Information on STECF members and invited experts’ affiliations is displayed for information only. In some
instances the details given below for STECF members may differ from that provided in Commission
COMMISSION DECISION of 27 October 2010 on the appointment of members of the STECF (2010/C 292/04)
as some members’ employment details may have changed or have been subject to organisational changes in
their main place of employment. In any case, as outlined in Article 13 of the Commission Decision
(2005/629/EU and 2010/74/EU) on STECF, Members of the STECF, invited experts, and JRC experts shall act
independently of Member States or stakeholders. In the context of the STECF work, the committee members
and other experts do not represent the institutions/bodies they are affiliated to in their daily jobs. STECF
members and invited experts make declarations of commitment (yearly for STECF members) to act
independently in the public interest of the European Union. STECF members and experts also declare at each
meeting of the STECF and of its Expert Working Groups any specific interest which might be considered
prejudicial to their independence in relation to specific items on the agenda. These declarations are
displayed on the public meeting’s website if experts explicitly authorized the JRC to do so in accordance with
EU legislation on the protection of personnel data. For more information: http://stecf.jrc.ec.europa.eu/adm-
declarations
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Name | Address Tel. Email
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Protezione  Ambientale della
Toscana
Articolazione Funzionale RIBM
Risorse lttiche e Biodiversita
Marina
Via Marradi 114, 57126 Livorng
— ltalia
Andersen, Jesper | Department of Food and ResourgeTel.dir.: +45 35 28 68 | jla@ifro.ku.dk
Levring (vice- Economics (IFRO) 92
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University of Copenhagen
Rolighedsvej 25
1958 Frederiksberg
Denmark
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Delaney, Alyne
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Daskalov, Georgi
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Ecosystem Research, Bulgarian
Academy of Sciences

Tel.: +359 52 646892

gmdaskalov@yahoo.co.uk

Doring, Ralf
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Germany
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Gascuel, Didier
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(chair)
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Pakefield Road,
Lowestoft
Suffolk, UK
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8.3 Background Documents

Background documents are published on the EWG-13-15 meeting’s web site on:

https://stecf.jrc.ec.europa.eu/web/stecf/ewgl415

List of background documents:

1. EWG-14-15 - Doc 1 - Declarations of invited and JRC experts (see also section 8.2 of this report — List

of participants)
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