








Table 6:Trends in imports of frozen swordfish and sharks from carded countries/territories to Portugal and Spain,
and intra-EU trade flows between Spain and Portugal*

*For intra-EU trade, the graphs include data reported by both the MS of dispatch (intra-EU export) and the MS of arrival (intra-EU import), to build a more
complete picture of trade within the EU. For further explanation of intra-EU trade data, including possible reasons for discrepancies between arrivals and
dispatches, see Methodology section.
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" Reported under commodity codes 0303 79 87 (1991-2006), 0303 61 (2007-2011) and 0303 57 (2012-)
@ Reported under commodity codes 0303 75 (up to 2011) and 0303 81 (2012-)

Shifts in trade flows between Spain and Portugal were also apparent for imports reported as ‘preparations of surimi’ from
Korea (Table 7). During the period 2005-2016, imports to the two MS appeared to be interlinked, with higher volumes
imported by Spain coinciding with lower volumes imported by Portugal, and vice versa (Table 7(a)).

After 2011, Portugal emerged as the key importer, with imports to Spain dropping to zero during the period 2013-2016.
From 2010 onwards, intra-EU trade from Portugal to Spain also increased, with consistently higher volumes reported as
dispatched by operators in Portugal, than reported as arrivals in Spain (Table 7(b)). As in the case of swordfish, prior to 2010,
reported arrivals and dispatches were relatively consistent. Further investigation is warranted to understand the reasons

for these discrepancies.
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Table 7:Trends in imports of preparations of surimi'” from Korea to Portugal and Spain, and intra-EU trade flows

between Portugal and Spain*

*For intra-EU trade, the graphs include data reported by both the MS of dispatch (intra-EU export) and the MS of arrival (intra-EU import), to build a more
complete picture of trade within the EU. For further explanation of intra-EU trade data, including possible reasons for discrepancies between arrivals

and dispatches, see Methodology section.
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Example 3: High risk commodities transiting via the Netherlands

The Netherlands is a major importer of processed tuna from Thailand, with significant volumes entering the EU through
Rotterdam port for onward transport to markets in Germany and other MS™%,

Several potentially interrelated shifts in trade flows were observed following Thailand'’s yellow card in April 2015.

In the 12-months following the yellow card, imports of processed tuna reported by the Netherlands from Thailand
increased by around 25%, while imports reported by other key MS from Thailand declined (Table 8(a), (b) and (d)). Imports
of processed tuna reported by Germany, primarily canned tuna and other products excluding loins, declined by around 40%
(see data for 2015-2016 in Table 8(b)), while imports of processed tuna reported by Spain also declined by around 20%
(see data for 2015-2016 in Table 8(d)), of which 80% (approx.) involved tuna loins and 20% (approx.) involved canned tuna
and other products. As a result, in 2015-2016, the Netherlands’ share of total EU imports of processed tuna from Thailand
increased to 12%, compared to 4-8% in the preceding 10-year period (with the exception of 11% in 2010) (Table 8(a)).
This trend was not seen for imports of processed tuna to the Netherlands from other third countries (Table 8(a)).

Further analysis revealed an increase in intra-EU trade in processed tuna from the Netherlands to the rest of the EU,
including to Germany and Spain, in 2015-16 (see Table 8(c) and (e)). It is possible that at least some of this trade involved
products previously imported from Thailand. In 2016, the Netherlands imported around 620 tonnes of prepared tuna loins
from Thailand, exceeding the previous peak of 85 tonnes in 2015. As the Netherlands does not have a canning industry,
these loins were likely destined for further processing in other MS.

It is possible that EU operators are shifting imports of processed tuna from Thailand via Dutch ports to take advantage
of less burdensome IUU import controls, as is known to occur for health inspection procedures’®. At Rotterdam port —
the EU’s largest container port — ensuring the smooth and uninterrupted flow of products is a priority™. From an IUU
control perspective, the Netherlands rejected just one consignment in 2014/15 (see Annex |), and verifications are generally
resolved rapidly with the third country concerned'.

It is also noted that in 2015 and 2016, dispatches of processed tuna reported by the Netherlands far exceeded arrivals
reported by Germany and Spain as MS of destination (Table 8(c) and (e)). This represented a marked change from the
preceding period, warranting further attention.

178 Netherlands Food and Consumer Product Safety Authority (NVWA), pers. comm., July 2017.
179 UK industry, pers. comm. to coalition, June 2017.

180 Netherlands Food and Consumer Product Safety Authority (NVWA), pers. comm., July 2017
181 Ibid.
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Table 8: Trends in imports of processed tuna'” from Thailand to Germany, the Netherlands and Spain, and intra-EU trade
flows from the Netherlands*

*For intra-EU trade, the graphs include data reported by both the MS of dispatch (intra-EU export) and the MS of arrival (intra-EU import), to build a more

complete picture of trade within the EU. For further explanation of intra-EU trade data, including possible reasons for discrepancies between arrivals and
dispatches, see Methodology section.
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Finally, it is noted that the Netherlands reported increased imports of processed tuna from Ghana from 2011 onwards
(Table 9(a)). During the six-year period 2005-2010, the Netherlands absorbed on average 2% (approx.) of EU imports of
processed tuna from Ghana annually. During the six-year period 2011-2016, the Netherlands’ share increased to an annual
average of 7% (approx.) (Table 9(b)).

Table 9: Trends in imports of processed tuna' from Ghana to the Netherlands

(a) Imports of processed tuna (including prepared loins and canned products) from Ghana reported by the Netherlands
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Example 4: Trade anomalies reported by smaller importing MS

Import fluctuations were also observed for a number of smaller importing MS coinciding with the carding of third countries.
Notable examples include:

¢ Increased imports of prepared and preserved fish reported by Austria from: (i) PNG prior to, and during the period of,
the yellow card; and (i) the Philippines following the yellow card.

e Increased imports of prepared and preserved fish reported by Romania from the Philippines around the time of the
yellow card, and again following the green card.

e Increased imports of fresh/chilled fish fillets and meat from Sri Lanka reported by: (i) the Czech Republic prior to and
during the yellow card, and after the blacklisting; and (ii) Poland during the period of the yellow card.

¢ Increase in imports of prepared and preserved tuna reported by Latvia from Thailand prior to and following the
yellow card.
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Discussion

There is significant evidence that the IUU Regulation CC scheme and third country carding process have had a direct
impact on seafood trade flows to the EU since the Regulation’s entry into force in 2010.

Due to the complexities inherent in seafood trade dynamics, the impacts of the IUU Regulation can be difficult to isolate
from the influence of other factors, such as the conclusion of trade agreements or removal of tariff barriers. For example,
in PNG, an interim EPA became effective at the end of 2009, just prior to the Regulation’s entry into force, while the
Philippines became a GSP+ beneficiary during the period of the yellow card, which affected tariffs on prepared tuna
exports. Health concerns have also played a role, as seen in recent years with the rejection of canned tuna from Thailand
under EU health and sanitary legislation. New MS joined the EU during the period of study (Bulgaria and Romania in 2007,
and Croatia in 2013); although less significant in terms of trade volumes, this may also have influenced imports and/or
intra-EU trade flows.

Other factors that may have impacted trade flows include the 2007-2008 financial crisis, exchange rate fluctuations, shifts
in consumer preferences and changes in demand from other key market States.

To further complicate matters, where two carded countries were major exporters of a commodity to the EU, the carding
of one country may have influenced trade flows from the other, or vice versa. For example, as difficulties arose in securing
compliant canned tuna from Ghana'®?, EU operators may have turned to other (future) carded countries, such as the
Philippines, to ensure continuation of supply.

This analysis attempted to isolate shifts in trade flows related to the IUU Regulation by looking at fluctuations in import
data relative to the specific months of the carding decisions. This finer scale of resolution made it possible to identify more
subtle shifts in trade flows that may not be picked up through an analysis of annual import trends. As noted in Section
2, where similar patterns/trends were observed for imports from several exporting third countries, carded in different
months/years, this suggested that the shifts in trade flows to the EU were related to the impacts of the I[UU Regulation as
opposed to other influencing factors (such as those noted above).

Fluctuations in import flows included gradual or abrupt increases or declines in import volumes following the Regulation’s
entry into force and carding decisions. Trade anomalies, such as random peaks in trade, the emergence of new trading
partners, and significant and sudden increases in import volumes, were also observed.

The potential impact of the IUU Regulation on trade dynamics appeared to differ depending on the specific import flow
concerned. Imports of certain commaodities declined across all MS following the Regulation’s entry into force suggesting a
possible shift in trade flows to other (non-EU) markets. This was observed for imports of molluscs (cuttlefish, octopus and
squid) from Korea, Taiwan and Thailand. It could be that the risks of IUU fishing were unacceptable for these trade flows,
and that alternative (compliant) sources were available to satisfy EU demand. Alternatively or additionally, for suppliers,
non-EU markets with less stringent import requirements may have been a more attractive prospect.

For commodities such as swordfish and yellowfin tuna it was more common to observe shifts in trade flows between
importing MS, as opposed to the diversion of trade away from the EU entirely. In other words, while total imports to the EU
remained (relatively) constant overall, the composition of importing MS receiving those commodities changed over time.

The analysis identified two main trends, examples of which were provided in Section 2 above:
¢ Shifts in higher-risk imports to markets in certain importing MIS

This trend indicates a willingness on the part of operators in some MS (more than in others) to accept the IUU fishing
risk associated with imports, for example, once shortcomings in fisheries management are identified for a carded third
country. This may be linked to declines in prices following a yellow carding decision, where the identified IUU fishing
risk makes a product less attractive to the market overall. A weak regulatory environment, in terms of inadequate
implementation of import controls and a low likelihood of detection of non-compliant products, may mean that operators
in some MS are willing to continue (or begin) trading in products from yellow-carded countries, to take advantage of
declines in prices.

Loss of market share in a M'S may result from the operating culture (standards expected by consumers or industry
associations, CSR policies, etc.), and/or from strict controls imposed by the authorities charged with implementation
of the IUU Regulation. As seen in Spain, operators may adapt their sourcing/risk management policies in line with risks
identified in the carding process'. MS may also take the decision to place imports from yellow-carded countries under
additional scrutiny, e.g. Spain’s stance on tuna imports from Ghana during the period of the yellow card.

182 https://stopillegalfishing.com/press-links/tuna-imports-held-at-uk-ports-following-warnings-of-illegal-fishing/
183 http://www.iuuwatch.eu/2017/04/eroski-decides-align-tuna-procurement-policy-sustainability/
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It may also be inferred that, for the commodities concerned, EU markets are especially lucrative/attractive, due to higher
prices or preferential tariffs for imports compared to other markets. In certain third countries, seafood export industries
have evolved specifically to supply the EU market and may be relatively uncompetitive globally'*. For such reasons,
following loss of market share in one MS, these countries may seek alternative markets within the EU before looking to
export products elsewhere. There may also be a race to trade with EU operators following a yellow card (e.g. to offload
stockpiles of a certain product), in anticipation of any future trade ban.

* Diversion of high-risk trade to alternative points of entry in the EU for onward transit to the desired market

As outlined in the Introduction, a recent study identified significant disparities between MS as regards standards for
checking and verifying CCs for imports of seafood to the EU (see Annex )'¥. The study concluded that, as a result of
these disparities, imports were likely entering the EU through ‘weaker’ border posts, to avoid delays associated with
verifications and minimise the likelihood of consignments being rejected.

The trends identified in this study provide further evidence in support of this conclusion. Apparent diversions of trade
were identified between Spain and Portugal around the time of several carding decisions, with Portugal potentially used
as an alternative point of entry for products destined for the Spanish market. This trend appears to have continued
following the lifting of the yellow cards, indicating that this continues to be the preferred mode of operation, for economic
or other reasons. Italy and the Netherlands were also identified as possible points of entry for products destined for other
MS. Although this may reflect commercial decision-making rather than any attempt to willingly evade controls, such trends
warrant further attention to ensure non-compliant products are not reaching the EU market.

Conclusions and Recommendations

This analysis has demonstrated the potential use of strategic trade monitoring to inform implementation of import
controls under the IUU Regulation. Relatively simple analyses of publicly available trade datasets can assist in identifying
weaknesses in import controls, and indicate where non-compliant products may be entering the EU market. Trade analysis
can also confirm suspected shifts in the origin and destination of imports resulting from border controls and the carding
process. This was seen for the reflagging of Sri Lankan vessels to the Maldives following the Sri Lankan import ban, and
the diversion of swordfish imports to Portugal following increased verifications in Spain.

Strategic trade monitoring is a low-cost but currently underused tool that could assist MS in improving implementation
of the IUU Regulation CC scheme, especially given the vast number of CCs received each year. Such analyses should
be integrated into MS procedures for risk management, as is currently taking place in Spain, as well as any guidance
developed at the EU level by the European Commission and/or European Fisheries Control Agency (EFCA). This would
support implementation of the IUU Regulation’s common Community risk criteria, as outlined in the section entitled
Background to this study.

The future EU-wide database of CC information, currently being developed by the European Commission, presents further
opportunities for strategic trade monitoring. Once complete, this would allow additional information (e.g. on flag States of
origin and processing countries) to be cross-referenced against data in Eurostat, to aid interpretation of trends. Together,
these datasets could present a powerful tool to identify trade anomalies or discrepancies indicative of IUU fishing activities.

Trade data analysis does, however, have its limitations and discussions with stakeholders (operators, authorities, etc.) are
key to fully understanding the trends identified in this report. There are inherent difficulties in linking import data with intra-
EU trade data due to a lack of information in the latter on country of origin, while intra-EU trade data may be incomplete
or not comparable across MS. Reporting itself is also an issue, including the failure to use available species or commodity-
specific customs codes, or misreporting of trade under incorrect codes. For some products, the lack of sufficiently specific
customs codes hinders the effective monitoring of trade, for example, the lack of species-specific codes for frozen tuna
fillets, and inclusion of fresh tuna fillets within general product categories.

The intention of this study is not to suggest that the anomalies or fluctuations identified necessarily involve products
originating from IUU fishing. Rather, the intention is to shed light on seafood trade flows to individual MS and between EU
countries, with a view to directing further enquiries and enforcement effort.

184 For example, certain African, Caribbean and Pacific (ACP) countries whose export industries are honed to the EU as the single market. See, for example:
http://ec.europa.eu/trade/policy/countries-and-regions/development/economic-partnerships/ and http://trade.ec.europa.eu/doclib/docs/2008/march/tradoc_138081.pdf

185 EJF, Oceana, The Pew Charitable Trusts and WWEF (2017). The EU IUU Regulation: Analysis of implementation of EU seafood import controls.
http://www.iuuwatch.eu/2017/03/analysis-member-states-progress-implementation-import-controls-iuu-regulation/.
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The findings have several policy implications:

* Examples of trade diversions highlight the need for harmonised and effective implementation of the IlUU Regulation CC
scheme to secure a level playing field for operators and to ensure weaker border controls are not exploited as a route
for non-compliant products to enter the EU market.

e There is a clear need for an electronic CC database to allow for information on consignments to be exchanged between
MS, and to ensure that products rejected in one MS are not permitted entry to the EU market via another MS.

e The (re-)routing of high-risk products via certain transit MS shows how effective coordination between the transit and
destination MS is needed to ensure that CCs are effectively scrutinised and do not ‘slip through the cracks'.

¢ While a limited number of MS are responsible for the majority of import flows to the EU, smaller (and even landlocked)

importing MS may still be implicated as alternative destination markets, or routes to market for high-risk seafood.
All MS thus have a shared responsibility to implement effective import controls at their borders.

Based on the findings set out in this report, we recommend the following:

To EU Member States

1. Carry out further enquiries into the import fluctuations and intra-EU trade discrepancies identified in this report,
particularly in the case of significant or repeated anomalies/shifts in trade, to confirm compliance of import flows with
the IUU Regulation.

2. Incorporate strategic trade monitoring into risk management procedures in support of CC scheme implementation,
and corroborate with CC data in the future EU-wide IT system.

3. Improve cooperation between MS of transit and of destination to ensure CCs and consignments are effectively
scrutinised.

4. Improve trade reporting (including at intra-EU level) and use of available species-specific commodity codes to facilitate
the robust analysis of trade flows.

To the European Commission

1. Ensure the improved and harmonised implementation of the IUU Regulation CC scheme, through: (i) development,
testing and mandatory application of an EU-wide methodology for risk management, which should be integrated
as a tool within the future EU IT system, (ii) provision of clear guidance to MS on procedures for the checking and

verification of CCs, and (iii) establishment of EU-wide training standards for competent MS officials.

2. Incorporate strategic trade monitoring into EU-wide risk management procedures in support of CC scheme
implementation, and corroborate with CC data in the future EU-wide IT system.

3. Following the establishment of the EU IT system, publish key CC data (excluding any nominal or sensitive information),
including on flag State of origin, processing country, area of catch and weight of consignment, to allow for external
monitoring of trends.

4. Introduce species-specific seafood commodity codes within the EU’'s Combined Nomenclature to facilitate the
accurate monitoring of trade flows, particularly for fresh and frozen fillets of tuna.

To Industry

1. Exert due diligence over supply chains to ensure compliance of products with applicable laws and management measures.

2. Implement adequate traceability systems to ensure that claims of legality can be effectively and efficiently verified.
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Annex I

Key statistics on import CCs and verifications for the 28 MS in 2014/15

Austria 748 18 5 2.41% 31.38%
Belgium 4063 0 0 0 4.52%
Bulgaria 738 9 0 1.22% 5.12%
Croatia 1331 19 0 1.43% 15.40%
Cyprus 2293 47 0 2.05% 20.53%
Czech Rep. 2626 36 2 1.37% 33.43%
Denmark 42017 240 1 0.57% 1.14%
Estonia 1209 50 (approx.) 1 4.16% 25.54%
Finland 3142 43 6 1.37% 25.40%
France 88345 (approx.) 66 12 0.07% 6.58% (approx.)
Germany* 90000 70 2 0.08% -
Greece 8247 102 1 1.24% 5.67%
Hungary 124 0 0 0 17.14%
Ireland 2348 558 2 23.8% 3.39%
[taly 57172 2 0 0.003% 21.25% (approx.)
Latvia 1241 1 0 0.08% 3.73%
Lithuania 2956 6 0 0.20% 5.53%
Luxembourg 6 0 0 0 0%
Malta 896 0 0 0 18.30%
Netherlands 30335 511 1 1.68% 14.02%
Poland 9862 68 10 0.69% 7.28%
Portugal 12208 57 1 0.47% 3.22%
Romania 1023 0 34.36%
Slovak Republic 275 0 23.00%
Slovenia 439 45 10.3% 20.44%
Spain 105365 1643 58 1.56% 2.56%
Sweden** 60000 (approx.) 0 0 0 -
UK 49313 81 15 0.16% 13.39%

Source: http://www.iuuwatch.eu/wp-content/uploads/2017/03/IUU_lmport-controls_report_ENG.pdf

Notes:
Grey shading indicates data for 2012/13.
Germany did not report information on flag States of origin in its biennial reports from 2010 to 2015.
** Data on flag States of origin reported in Sweden’s biennial reports were insufficient to calculate the percentage of CCs validated by
carded third countries.

*
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The Environmental Justice Foundation (EJF), Oceana, The Pew Charitable Trusts and WWF are working
together to secure the harmonised and effective implementation of the EU Regulation to end illegal,
unreported and unregulated (IUU) fishing.

© WWF

In March 2017 the NGOs published an assessment of member state progress in implementing the Regulation, compiled
using an access to information request. You can find it at http://www.iuuwatch.eu/2017/03/analysis-memberstates-
progress-implementation-import-controls-iuu-regulation/

Contacts:
Nikolas Evangelides | The Pew Charitable Trusts
Irene Vidal | Environmental Justice Foundation Tel: +44 (0) 207 535 4232 | nevangelides@pewtrusts.org
Tel: +44 (0) 207 239 3310 | irene.vidal@ejfoundation.org
Eszter Hidas | WWF
Vanya Vulperhorst | Oceana Tel: +32 (0) 2 761 0425 | ehidas@wwf.eu
Tel: +32 (0) 2 513 2242 | vvulperhorst@oceana.org
Victoria Mundy | Coalition Research Officer
Tel: +44 (0) 207 239 3310 | victoria.mundy@ejfoundation.org
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