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Trade in raw natural resources from developing countries to developed countries generally
provides income streams for State treasuries in developing countries, but often does very little
for national economies beyond the provision of limited labor markets for unskilled workers,
and some limited downstream multiplier effects.

For developing countries, the true potential behind commodity trade, of which fish are one,
lies in the domain of transcending the phase of merely exporting raw, unprocessed natural
resources to developed countries. In order to harness the true value of their natural
resources, and the benefits inherent to trade, national models for the processing of these
resources into semi-finished or finished products, and putting them to market, need to be
developed. In the domain of fisheries, this is about bringing fish to shore, about processing
fish in onshore factories, adding value, and then exporting products whose value has been
multiplied a number of times. Not only will export earnings rise dramatically, but jobs are
created, wealth is created and re-distributed, fuelling social wellbeing. Multiplier effects kick in
both upstream and downstream, and the national economy diversifies and grows. Under this
very basic scenario, natural resources work for the economy and the country — not merely for
the treasury. Where this is not so, it is the countries importing natural resources, and adding
value to them at the other end, which reap the largest share of economic benefits related to
these resources. So in order for trade ties to be balanced — or mutually beneficial — and in
order for more wealth to be captured at the end of primary resource producers, value addition,
and all that goes with it, needs to be looked at carefully.

This paper will highlight of the important factors that impede or fuel national framework
conditions for economic development to occur, and for more social and economic benefits
tied to commodity trade to be captured at the originating end.

In addition to this, this paper will also look at the potentials of aquaculture, which remain
largely untapped within the ACP group of countries.

|. The elusive quest for aguaculture development & growth: learning from the past

In Europe, aquaculture started to grow dramatically towards the latter decades of the
twentieth century, and created a gold rush effect. Noble species, such as salmon, were the
object of desire, and within a very short period of time, countries like Norway were producing
important fractions of global production for certain high value species species. The same
phenomenon was witnessed in South America, where the gold rush effect largely
concentrated on high value shrimp aquaculture. In Asia, aquaculture has also grown
massively over the last few decades. However, in Asia, aquaculture has existed for many
thousands of years as a mainstream agricultural activity, and is an integral part of the
continent’s culture and identity.

With few exceptions confirming the rule, it is generally safe to state that in the ACP group of
countries, the quest for joining the bandwagon of aquaculture development and growth, and
its promises of riches, has so far remained elusive. While China, as a large but merely single
country, produces the largest share of the world’s aquaculture production (in excess of 60%
by volume), Africa, the Caribbean and the Pacific produce very little. Aquaculture production
is globally important and poised to continue to rise. While growth in capture fisheries
production has leveled off and stopped to grow two decades ago, aquaculture production has
risen to the challenge of keeping the gap in global demand for fish closed ever since. In 2008,
aquaculture production for human consumption equaled the marine and inland fisheries
production for human consumption for the first time, and will overtake it in 2009 (by volume).

The World Bank “The Sunken Billions” report notes that: “aquaculture products continue to
capture an increasing share of global markets for fish. This is driven by technological
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advances in production, relatively lower production costs (compared to capture fisheries) and
globalization of fish trade.” It adds that: “per capita consumption in Africa and South America
remains low. (...) Especially in sub-Saharan Africa, low animal protein intake is believed to be
largely a result of low per capita incomes. Traditionally, low value fish and fishery products
provide cheap protein to the poorer populations in these regions as well as in Asia. Africa is
the only continent where per capita fish consumption has been in decline (less than half the
global average), and as fish tends to be the lowest priced animal protein this raises concern
for the nutritional quality of the diet, particularly in sub-Saharan Africa.” This latter argument
does suggest that the continued failure to substantially develop aquaculture does compound
the challenges of nutritional deficiencies afflicting vast stretches of Sub-Saharan Africa — an
important ACP region.

In 2004, world aquaculture production value (farm gate prices) was estimated at $63 billion.
This figure is likely to have risen to roughly $90 billion by the end of 2009. The potential
windfalls of aquaculture, both in social and economic terms, are large. In 2005 at the Abuja
Fish-for-all NEPAD Conference, Dr Stephen J. Hall of the WorldFish Center said: “An
investment of $30 million in the recently launched NEPAD-WorldFish Program for Sustainable
African Agquaculture alone could increase Africa's aquaculture production by 10% annually to
about 3 million tons over the next 15 years, worth some US$1-2 billion. This could create
employment for up to 5 million persons by 2020, and provide food security for millions more.”
— underlining the importance of the untapped benefits. Overall potential aquaculture
production for Africa is estimated at 3 to 4 million tons per year from various sources.
However, current production is still less than 1 million tons, Egypt producing more than 50%
of that. Though recent growth in some countries has improved, levels are still far below
potential.

Aquaculture penetration in the Pacific and Caribbean islands is, if anything, even less
significant. What has prevented ACP countries to share more of the potential benefits
inherent to aquaculture development?

As for fisheries (see background paper 1), the fundamental national building blocks for
aquaculture development are often not in place. Many countries have not yet proceeded to
framing up and adopting comprehensive national aquaculture policies, based on a
clearsigthed analysis of past experience, identified bottlenecks, assumed potentials, and
strategic and comprehensive national master plans. Where initiatives have been launched,
governments often play over-dominant roles as facilitators for technical, research and
hatchery services — for instance — instead of liberalizing the sector from the start, and
concentrating on dedicating government functions to creating a set of enabling policy, legal,
social and economic framework conditions which would be conducive for aquaculture to “take
off”. Coupled with this, there needs to be a realistic understanding of market and demand
processes, and in many cases, the creation of private sector ‘clusters’ in which services and
information can be most efficiently shared.

Policy decisions and strategic planning are key. Aquaculture has been developed to serve a
variety of purposes, including:

. producing aquatic organisms for human, and sometimes livestock, consumption;
. enhancing capture and sport fisheries;

. cultivating ornamental species for aesthetic purposes;

. cultivating aquatic plants for human consumption and industrial applications;

. desalination and other forms of land and soil rehabilitation.

These need to be targeted according to needs and potential. It has been shown in many
island economies, for instance, that aquaculture production for export of food fish is often
unviable because of logistic constraints, while aquaculture for other purposes, such as the
production of ornamental fish or accessories for the textile industry, can be very rewarding — if
carefully planned. Cultivation systems can be land-based or sea-based, requiring a whole
range of legislative arrangements addressing titles and tenure safeguard issues. Options
range from culture-based ranching, to extensive, semi-intensive and intensive systems,
determining to a large extent the environmental impacts to be expected. These can extend
from integrated small-holder production systems contributing to nutritional and food safety, to
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capital-intensive industrial complexes, generating high output volumes and large foreign
exchange earnings. All of these elements must be considered and evaluated by governments,
to establish what is possible and what is not, what is desirable and what is not, and how
aquaculture development is to tie in with other national development policies to achieve
positive outcomes.

Though past donor investments have often been disappointing it is possible to learn from
these to design and target contemporary approaches more effectively. Box 1 highlights a
number of relevant policy issues and considerations.

Box 1. Problems of donor-driven aquaculture development in sub-Saharan Africa

A central constraint to the sustainable establishment of aquaculture in sub-Sahara Africa is an
issue of development policy. Aquaculture development in sub-Saharan Africa is largely
focused on small-scale freshwater pond culture, which most development agencies have
introduced with the objective of improving food security and livelihood resilience amongst the
resource poorest. Unfortunately, this group is rarely able to maximize the opportunities
presented by aquaculture, because it does not have the assets required to establish and
sustain new and demanding technology, which includes:

. access to capital and/or credit to invest in facilities, and provide a buffer against
occasional harvest failures;

. access to resources, such as labor, land and other inputs to fish farming;

. access to effectively functioning support services.

In focusing only on the resource poorest, development agencies usually ignore those who
have access to these resources, and thereby bypass an opportunity to facilitate the
development of aquaculture and generate wider social and economic benefits.

The rationale of external assistance agencies in promoting aquaculture for the potential social
and economic benefits in rural small-scale farming was based on a number of assumptions:

. fish farming is easily within the technological grasp of small-scale farmers;

. the majority of produce would be for home consumption, and therefore an incentive
for the farmer to take ownership of the technology;

. inputs, such as seed, feed, fertilizers and labor, would be available in abundance and
at low cost.

After three decades of largely externally-financed efforts to introduce rural fish farming into
sub-Saharan Africa, most of these assumptions have been proven wrong. The technological
know-how required for economically successful pond culture is far more demanding than the
norm for extensive farming, the mainstay of small-scale farmers. For example, the skills
required in water management, at least to the extent of keeping the fish alive, are not needed
in rain-fed agriculture, and are therefore rarely available.

To promote fish farming for home consumption is often the wrong approach in motivating
farmers. Fish, unless caught occasionally and in non-marketable quantities, is a cash crop in
the African context. While food security is an integral part of the coping strategy of rural
households, fish production, in particular through the high effort implied in pond culture, is not
part of this strategy and would always serve a priori to earn cash.

Fertilizing and feeding is also relatively unfamiliar to the rural small-scale producer in Africa.
Fertilizing of plots is, if done at all, is irregular in small-scale traditional agriculture. In
traditional animal husbandry, animals are left to scavenge rather than being fed. Feed and
fertilizers available for fish farming usually have tangible opportunity costs in sub-Saharan
Africa. Even when operating on a low-input basis, it is difficult to convince small-scale farmers
to invest into inputs within a production system not known to them. Fish farming requires
considerable labor input, even if practiced on a small-scale basis. (Source: GTZ/COFAD
GmbH)

Lessons learnt from failures have been analyzed and written up in some reports, much in the
so-called grey literature. Reporting on failures is laced with political sensitivities, and many
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unsuccessful projects continue to be officially closed as having been successful. However,
lasting impacts and sustainability prove elusive in such cases. Failure by many governments
and donor agencies alike to analyze and publish discussions and conclusions on why projects
ended up failing has led to situations where the same mistakes have been repeated for an
entire generation — consuming hundreds of millions of Euros with few results.

For substantial and swift(er) progress to be made in the domain of aquaculture development,
a critical and fundamentally honest look has got to contemplate past experience. Not to lay
blame, but to avoid more lost opportunities. This needs to be done with a willingness to
analyze and discuss past experiences, and learn from them. In many countries, the clues as
to what factors prevent or disturb aquaculture development have been “discovered” through
trial and error.

Governments should bear in mind that aquaculture certainly does not present major social
and/or economic development opportunities in all situations — nor countries — altogether.
However, it is worth the while to assess the national situation carefully, and if warranted,
develop the necessary policy tools to enable aquaculture development to occur in a coherent
fashion.

Recommendations:

e In situations where aquaculture projects have existed in the past, and have
repeatedly failed, governments should formally evaluate past programs, addressing
all relevant economic, social and environmental parameters, with a view of
establishing key factors conditioning success, and of defining ways forward in
harnessing the potentials inherent to this activity;

e ACP States should endeavor to develop a coherent national policy framework for
aquaculture development, which is consistent with the overall national policy
framework for social and economic development. This should also address the
investment climate.

Il. Developing entrepreneurship and value addition

The trade policies of the ACP countries, most of which are underpinned by structural
adjustment policies, are designed to maintain economic growth at a sustained level. To do
this, they rely on exports of raw natural products, of which fish and other marine products
constitute a growing proportion. The decline in exports of agricultural, forestry and mining
products, coupled with the rise in international demand for seafood products, combine to
make fisheries resources an unprecedented trade issue for those countries with a sea coast
or inland bodies of water. However, the short-term objectives of maintaining growth convert
these issues into a simple sell-off of fisheries resources (‘environmental dumping’), since fish
is being exported in its natural state, without processing and therefore with no national added
value.

II.1. Quality and national added value

For the ACP countries, then, what is the best way to capitalize on the changes brought about
by international trade? The answer is twofold: the first is to sell ‘quality’ rather than ‘quantity’,
that is, basically market fish that has been elaborated as much as possible; the second is to
extend control over the product as far as possible along the distribution chain.

The lack of pollution along the coasts of most ACP countries is in itself a qualitative marker
vis-a-vis European or Asian fish in general, but that is not enough to make it attractive to
importers. The gradual replacement of tariff barriers by sanitary and technical obstacles,
which the new rules of origin serve to reinforce (see sections on rules of origin and SPS), will,
as new measures are implemented, contribute to making them into an element for positive
discrimination.
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While the value of fish lies, of course, in its natural qualities and its size, the care taken in
catching, handling and storing it until it reaches the place of consumption is more than
essential, because it marks out the distinction between first-quality, second-quality and
unclassified fish unfit for export. The price difference per tonne between first-quality fish and
second-quality fish is close to €1000, and almost €3000 compared to unclassified fish (Failler,
2006). By way of illustration, the use in Mauritania of fishing methods that do little to foster
quality represents an annual loss of €80 million, which is virtually the equivalent of the entire
annual export earnings! This example can be repeated ad infinitum for the other countries in
Africa, the Caribbean and the Pacific. This means that a large part of the wealth produced
naturally by the marine ecosystems is being wasted for want of care. Such waste, which
would have meant nothing twenty or thirty years ago, is severely detrimental these days. The
national economies are recording a significant loss, amounting sometimes to the value of
exports. Marine ecosystems are suffering as a result of the behaviour of fishing fleets and
cottage-industry fishermen constantly intent on trying to do ‘more’, when actually ‘less, but of
good quality’ would be better because it would take half as many fish to earn the same as at
present.

Therefore, this enjoins the ACP countries to opt for trade development based on product
quality. In the case of the fresh, chilled and frozen fish market segments, quality on its own
constitutes an added value, since all the care taken by the operators translates into a higher
selling price. For the European importers, the segment is both the most profitable (notably
because of the risks incurred), but also the most promising of all the segments, in the future,
because of the gradual move away from canned products in favour of products which are
fresh or highly elaborated and ready to use (Failler, 2008). In other words, added value does
not necessarily mean fish processing.

I1.2. Entrepreneurship

In such a context, the development of a national entrepreneurship (industry) needs to be
considered in relation to the species and the target markets: the production of very high-
quality fish or elaborated products for highly-profitable international markets (particularly those
in Europe), the production of processed fish (salted, dried, smoked, etc) for the domestic and
local markets, and the production of canned fish for the low-profit international markets. The
fresh fish and elaborated products segments require entrepreneurs that are capable of
intervening along the entire supply chain, while traditional processing and canning require a
one-off intervention, as fish quality and freshness are not critical. Horizontal integration of
fresh and chilled fish (and frozen, to a lesser extent) businesses from catch to transport
involves sizeable financial resources which can only be provided by structured industrial
groups with connections to the European, Japanese or North American markets.

Those operating in the so-called ‘traditional’ processing sector are tending more and more to
form into groups so as to achieve economies of scale, to be in a strong position to negotiate
with the fishermen, to be able to better cope with supply shortages by distributing their
catches (without causing prices to tumble) and to structure microcredit. Women fish-
processing associations in West Africa, for example, have helped what was a dying
profession faced with various difficulties to get organized and become very dynamic, due in
particular to the development of microcredit. In Senegal, the FENAGIE Péche (National
Federation of Fishing Industry Economic Interest Groups) structures the sale of processed
products in such a way as to earn more money from a very segmented and low-profit market.
A central store in Dakar plays the role of retail sales and a distribution centre to the other
towns. This type of organization has led to an improvement in the quality and hygiene of the
products (with the support of the Food Technology Institute) and made it possible to offer
well-packaged products whose content matches consumer needs.

Fisheries products canneries in the ACP countries have all, over recent years, been tackling
difficulties to do with supplies, working capital financing and finding markets for their products.
The tuna canneries in Tema (Ghana), Dakar (Senegal), Abidjan (Cbte d’'lvoire), Victoria
(Seychelles) and Mombasa (Kenya) are all plagued with serious difficulties relating to
supplies, due to constantly dwindling catches and above all redirection of catches towards the
fresh, chilled or frozen fish market segments, which are more profitable. On the market side,
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certification and traceability requirements. The Netherlands PPP programme favoured
actions aiming to develop a coherent package for training and upgrading with respect to
food safety, food quality and HACCP (Wageningen, n.d.);

+ Developing niche markets: help entrepreneurs to overcome higher risks associated with
uncertainties with production management and markets in developing a niche market.
The Netherlands PPP programme in Senegal aimed at developing aquaculture systems
in Senegal where aquaculture is not present;

+ Improving sector-specific infrastructure services: this includes improvements in seed-
dissemination systems, feed production and supply networks and postharvest handling
and transportation of products;

+ Improving financial services: small-scale enterprises face lack of access to credit, which
could come in the form of micro-credits, or government-backed credit or risk guarantees.
A good example of a PPP arrangement in financial services is the Global Commercial
Microfinance Consortium, which promotes private sector investments in developing
countries; supported by USAID funding and credit guarantees, and managed by Deutsche
Bank, the consortium is a PPP of governments and international banking institutions;

+ Technology development and research: improve R&D through PPP with private sector
gaining risk mitigation from institutional collaboration and helping provide financial support
and capacity building for research to the public sector; this may be used to develop
genetically improved fish strains in fish farming — for instance;

+ Improving information and communication: developing information systems for markets,
transaction platforms and information services is key to small-scale entrepreneurs and
producers associations. A partnership of the Syngenta Foundation for Sustainable
Agriculture, Uganda National Farmers Federation, and Information Communication
Technology for African Rural Development improved the exchange of customized health
and agro-related information between district farmers associations and farmers, by
installing village telephones;

+ Improving physical and technical infrastructure: promote building and managing
infrastructure such as roads, power supplies, and water supply systems.

+ Capacity building and extension services: support education and training for
entrepreneurs and government employees may be beneficial for both sides;

+ Privatizing government-owned facilities and services: government facilities may benefit
from the participation of private sector in public services; this can be done through long-
term concession and divestiture contracts, which is likely to improve management and
efficiency.

111.2.4. Risks associated with PPP

Surely, PPP are not a one-fits-all solution but they are an important part of the toolbox for
harnessing the potentials of fisheries and aquaculture to meet the needs of developing
countries. One of the risks is that PPP arrangements will be viewed by some as the key to
solve all challenges in these sectors. Instead of this, careful assessment should be conducted
and the roles and risks associated to each of the partners should be cautiously detailed in
contracts.

Generally, risks associated with PPPs are of two kinds: external or internal risks. External
risks arise from the environment where the PPP is set. These may include changes in
government, modifications to legislation, or a disrupted political environment. Internal risks
revolve around the functioning or structure of the PPP project. Unlike external risks, they can
generally be controlled by the partners. A key internal risk is when demand is insufficient to
allow the project company to repay its financial obligations from project revenues.

Recommendations:

e ACP Ministers should aim to enhance the investment climate in fishery and
aquaculture sectors, through the strengthening of economic, legal, and political
environments;

e ACP Ministers should aim to strengthen policy coherence in national fisheries sectors
with regard to sustainable fisheries, food security, and trade development;

11
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e ACP governments should be aware of PPP arrangement facilities and potential uses,
and assess the use of these with regards to their national environmental, social and
economical context.
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Annexes

Annex 1: Opportunities for Public Private Partnerships in fisheries and aquaculture (source:
Weirowski et al. 2008)

Area to support

Examples of products and services

Public sector partners

Private sector partners

Supply chain
managsment
and markst
access

Food safsty
and quality
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+ Nichs product developmant

» Post harvest logistics and handling
s Fish collection points

* Procsssing infrastructurs
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Government institutions
Research institutions
NGOs

Devalopment assistance

Fishers' and farmers’ associations
Small and medium-sized enterprises
Traders, exporiers and importers
Logistics certification services and
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Private laboratories

Fish processors

Retail chains

Financial services

s Microcradit

» Cradit quarantses

* Spacific Ioans connactad with
skills devalopmant

Leasa or franchise modsls

Davalopmant banks
Public financa institutas
Development assistance
NGOs

Donors

Public economic rasearch
institutions

Banks for agricultural and rural
developmeant

Microfinance institutions and funds
International privata banks

Managemant
and business
development

Information and
communication

Public water managemant

integratad aguacultura-agriculture
Land resource managamant

Flest and quota managamant
Ports and landing infrastructurs
Policies and advocacy services
for business davelopmant

Multipls water usa managemant for

Central and local
government authorities
Governmant statistics and
research institutions
International survay entitias
International agancies
NGOs

Landlords

Water owners

Market sarvice providers
Consultants

Fishers' and farmers’ associations
Small and medium-sized entarprises

S8ViCes » Fishery compliance and data monitoring
» Markst information services
Infrastructure  Soad dissemination struCturss Government breader centers  Hatcheries, nurserias and
Services * Foad supply and local resource use Departments of fisheries on-growing farmers
* Ready-to-operate farms Mational and international Feed suppliers
+ Ons-stop stations offering seed, feed, research institutions Logistic services
finance, extension, tachnical and Diagnostic services
social services Other private service providers
» Transportation and logistics
* Potable watsr access for fish-procassing
facilities and social and health uses
» Wastowater troatment
o Aquaculturs investment zones
Technological » Environmental impact assassmant Government departmants Primary producars in agriculture
devalopment » Supplier networks of fisharigs and aquacultura
* Implementation of standards and Mational and international Fishers™ and farmers’ associations
Fishery and best practices research institutions Processors
aquaculturg « Intsgrated aquaculturs-agricultura Industry associations
production production systems

Use of waste in production chaing

Capacity building

Sector-spacific education
Access to schools, training and
communication infrastructure
Koy farmer demonstration plants
» Extanzion services

o Fish health services

» Entrapransurship training

« Demonstration plants

Governmant institutions
and universitias
Aguaculture rassarch
institutas

Public extansion services

Fishers™ and fish farmers’
associations

Kay farmers

Private schools and training units
Spacialized services

Annex 2: Examples of development assistance facilities to promote PPP arrangements
(source: Weirowski et al. 2008)
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