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Abstract

Increased global environmental awareness, in combination with the pore conditions of the
worl dés marine | iving resources, has 1 nit.i
seafood industry. His relatively new alternative is a marteised approach that allows
consumers to favour environmentally friendly products, which then acts as an incentive for
resource managers to produce environmentally friendly seafood.

This thesis looks at environmaitlabels from the perspective of the Icelandic fishing
industry; accounts for available alternatives and identifies which are best suited to meet
with the needs of environmentally responsible companies. This is done by studying the
most relevant labelsneasuring the Icelandic fishing industry against their standards, and

by analysing I celandds biggest mar ket areas
There are various environmental labels available but third party ecolabels are considered to

be the best alternative, the light of their enhanced credibility. There are presently three
available third party labelling schemes around for Icelandic seafood products, but only one
that has adequate recognition inside the most important market areas for Icelandic seafood.
This market leader, the Marine Stewardship Council (MSC), has become a household
name in the seafood industry in some of the
years. The Icelandic seafood industry has however eeijgbe MSC and is instead
implementing its own label, which is going to be based on FAO Guidelines. It is the
conclusion of this thesis that this new label is going to be measured up against the market
leader at the international front and is undoubtedly going to struggle in thestitomp

especially because of its limited scope. It is therefore suggested that Icelandic fishing
companies devoted to environmentally friendly fisheries should either consider applying

for MSC certification; or take the new Icelandic label to the nexell making it more

strenuous than MSC, but that option is probably economically unpractical.
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1. Introduction

Environmental labels have been used for decades in various industries to signal to

c 0 n s u imfermadian on products environmental impact, whether on a single attribute or

on overall performance (U.S. EPA, 1993). These labels have also been used in the seafood
industry, but have until recently mainly been restricted to vague or dubious
Aenviemdrmm!|l y friendl yo s tharsalvesor rfrand eertifibsy pr oc
financially linked to the producer(Valentini, 2005; ICTSD, 2006). In an attempt to
enhance the credibility and reliability of environmental claims in the seafood industry
WWF,word 6s | argest environment al conservatio
t hat ti me was the worl dbdés | argest buyer 0 |
scheme in 1996, called MSC, or the Marine Stewardship Council (MSC, 2007a). But third
party labelling schemes are designed to secure unbiased and reliable certification
procedures by placing the assessment in the hands of an independent third party that has no
interests in either approving or rejecting the product for certification (Wesstsals 2001).

After a threeyear adaptation process MSC became independent, and the first MSC
certified product came on the market in 2000 (MSC, 2007a). MSC struggled in the
beginning on the account of limited recognition amongst producers, retailersymegs

and other stakeholder groups. But after having certified the US Alaskan pollock fishery,
the worldbés | argest white fish fishery, i n
the industry.

Foll owing the MSCO0s s ucce ®rsandqdepeadent pagiest s , i
have initiated other third party seafood ecolabelling programs, either on a global scale or

on a domestic level, but MSC remains the market leader.

By conveying the consumer otherwise unobservable information concerning the@d 6 s
environmental impact, ecolabels are supposed to provide a nbaded signal to
producers and retailers, creating an incentive to produce environmentally friendly products
(Roheim, Johnston, Greer & KonatB004). The international seafood indystras
responded variably to these labels, as the average consumer has been relatively oblivious to
their existence, but retailers in countries such as the UK, USA and Germany have acted
very favourable towards them. Other outlets have not successfutlyporated these

| abel s i nt o their purchasing deci in@dm cr i
restaurants are however increasingly adopting them into their seafood procurement
(Intrafish, 2007a).



Producers were not very interested in third pariladaels before 2005, but after having
established a demand for ecolabelled seafood, fisheries in various locations, primarily
though in Europe, Australia and northern America have increasingly applied for
certification (MSC, 2008a).

The Icelandic seafoodstor has responded to this development by rejecting foreign labels,
but is instead establishing a label that is basically meant to certify all Icelandic seafood
products, according to Mr. bérarinsson the labels main creator (2008). This is an initiative
that is solely driven by economical reasons, as it is not going to discriminate between
fisheries, depending on targgtecies, fishing gear, fuel efficiency, carbon emissions or
other issues that are typically relevant to seafood ecolabels. This apEaediatable,

since it neglects to take into a count the basic idea that ecolabels are supposed to
di scriminate between the environmentally be
that criticism is to highlight that the label is meant to priofbat Icelandic fisheries as a
whole are relatively more environmentally friendly than most other fisheries.

In the light of this development it is the objective of this thesis to account for available
alternatives regarding environmental labelling otdoéic seafood products and to identify
which options are best suited to meet with the needs of environmentally responsible
Icelandic seafood companies. This is done by presenting various seafood environmental
labels and by using published data to reflmethow the Icelandic fishing industry would
measure up against their standards. Costs are accounted for where possible and benefits
reflected on from the viewpoint of Sustainable Development, where econgmical
environmentaland social objectives arekin into consideration.

The second chapter of the thesis is a general introduction on environmental labels, which
focuses on labels especially created for seafood products and narrows down the best
available alternatives for the Icelandic seafood indusirye third chapter is an analysis

on the alternatives identified in chapter one, establishing detailed information on the pros
and cons of the available alternatives. The fourth chapter studies the performance of the
Icelandic fishing industry against maus parameters that are relevant to environmental
labelling, in order to identify how the Icelandic fishing industry measures up against the
standards of the available alternatives. The fifth chapter is a market analysis, where the
largest markets forcklandic seafood products are accounted for and possible impacts
caused by environmental labelling evaluated. The UK market is especially focused on, in
the light of it being lIcelandds most i mport

thet@mswmabl e seafood movement o, which i s a



sustainable seafood sourcing issues have attained. The sixth chapter summarises the
already presented information from the perspective of the Icelandic seafood industry and
identifies the best ecolabelling alternative for environmentally conscious Icelandic seafood

companies. The final chapter is a brief discussion, further rationalising the conclusion.

1C



2. Environmental labelling

This chapter is going to present environmelahéls in general, focusing on labels created
specifically for seafood products. The first part of the chapter explains the role of
environmental labels and accounts for their pros and cons. It also explains the different
types of environmental labelsahare available, and presents few of the bé&ttewn

labels as an example on how they operate. Some of these labels have been available for
almost 30 years, but third party labels for seafood products have only been in use for few
years; these labels dloerefore form a president for the seafood industry. The latter part of
the chapter focuses specifically on environmental labels for seafood products. Different
types of labels are presented and explained with examples from each labelling type. The
main objective of the chapter is to narrow down the best environmental labelling
alternatives available for the Icelandic seafood industry.

Environmental labelling was first initiated because of increased environmental awareness
i n the 700s, tandddonlabg thardoroduets with messages about their
environmental impact. These labels where often based on vague, or even dubious, criteria,
where undefined Aenvironmentally friendlybo
that independent anstandardised labelling schemes were needed to prevent confusion
amongst consumers and misleading claims by producers, the West German government
founded thew o r | fidsb imdependent third party labelling scheme in 1977. Other
governments and Ne@Governmatal Organizations (NGOs) soon followed, implementing
standardised labelling schemes for various consumer products and services. Regular food
products were however generally not a part of these labels, except for organically grown
and few other highly sific labels, until 2000 when the Marine Stewardship Council
(MSC) accredited its first fishery. Various other labelling schemes have followed their
example, but the MSC has remained the market leader for sustainably harvested wild
captured seafood procis.

Environmental labels can be highly diverse and may be conveyed in several forms,
including sealsof-approval, single attribute certification, report cards, information
disclosures, hazard warnings etc. (U.S. EPA, 1993). But the basic ideology beisnd
environmental labelling schemes is to evaluate a production process with regard to
established environmental standards, usually set by an independent third party. If the
process meets these standards, the producer or marketer may buy a licensesjeosie

11



label in its marketing. The label conveys to the consumer otherwise unobservable
i nformation concerning the productds envi i
environmentally friendly products provide therefore a mabested signal to proders

and retailers, creating an incentive to produce environmentally friendly products (Roheim
et al.,2004).

Environmental labels often have multilateral impacts on various stakeholders, providing a
number of major benefits for everyone concerned. Somthese benefits being for
example bettemformed consumer choice, increased economic efficiency, stimulated
market development, continuous environmental improvements of products, better
availability of education for consumers, increased competition degtwproducers to
provide environmentally friendly products, facilitated monitoring of environmental claims
etc. Further clarifications on these benefits are as follows (11ISD, 2007a):

+ Informed consumer choiceEnvironmental labelling is an effective wal/informing

customers about the environmental impacts of selected products. It empowers people
to discriminate between products that are harmful to the environment and those who
are more compatible with environmental objectives. Environmental labels tmake
customer more aware of the benefits of certain products, for example recycled paper,
toxic-free cleaning agents, organically grown vegetables, sustainably harvested seafood
etc. Ecolabels often take into account the whole live cycle of the produict) tinen
incorporates factors that consumers would generally not consider, such as energy
efficiency, waste minimisation, product stewardship, carbon emissions etc.

+ Economic efficiency Environmental labels are generally cheaper than regulatory

controls, and therefore promote economic efficiency. Empowering customers and
manufacturers to make environmentally supportive decisions keeps the need for
regulation to a minimum, which is beneficial to both government and industry.

+ Market development Customershat choose environmentally labelled products have a

direct impact on supply and demand in the marketplace. This is a signal that guides the
market towards greater environmental awareness, and therefore stimulates market
development.

+ Continuous improvenmds A dynamic market for environmentally labelled products

encourages a corporate commitment to continuous environmental improvement.
Customers can therefore expect to see the environmental impacts of products to

decrease over time.

12



+ Promoting certificabn: An environmental certification program is a seal of approval

that shows that a product meets a certain ecolabels standard. It provides customers
with visible evidence of the product 6s
Certification trerefore has an educational role for customers, and promotes competition
among manufacturers. Since certified products have a prominent logo to help inform
customer choices, the product stands out more readily on store shelves. Coveting the
logo may indue manufacturers to 1fengineer products so that they are less harmful to

the environment.

+ Facilitates monitoring of environmental claimsOfficial environmental labelling

programs make it easier to monitor environmental claims. Competitors and customers
are in a better position to judge the validity of a claim, and will have an incentive to do
so should a claim appear dubious.

These examples show that there are potentially nhumerous benefits that environmental
labelling can provide for most stakeholdersadl levels of a products life cycle. But there

are also numerous challenges associated with this sort of labelling that need to be
considered. For example problems caused by misleading or fraudulent claims, existence of
uninformative claims, divergenmnethodologies used for certificating, creation of unfair
competition, feasibility questions regarding various products and finally questions whether
Agreen consumerismo IS not i n fact a con
clarifications ontese challenges (11ISD, 2007b):

— Misleading or fraudulent claims Environmental label has no value to the

environmentally conscious customer if it is misleading or fraudulent. Trust is a major

component of labelling schemes credibility, and the label rhesabove suspicion.

de

tr

Terms such as fAsustainabledo, Arecycl abl eod

be used accurately. When claims are used arbitrarily in advertising and labelling,
customers will become confused, discouraged, and sceptieakn of legitimate
claims.

— Uninformative claims Labels that provide trivial

nothing to reduce environmental impacts.

— Divergent methodologies Differences in testing and certification methods create

difficulties in the appcation of environmental labels to a particular product category.

0]

For exampl e, shoul d t he | abel represent

13



environmental burden over its entire life cycle, or some subset of it? What techniques
can be used to measusmvironmental impact? Who determines what specific
environmental impacts are the most important? And what criteria are appropriate in
rating impacts?

Unfair competition Some companies are reluctant to rely on the assurance of an

overseas ecolabellingrggram that specific environmental criteria are being met.
Companies might therefore intentionally misrepresent their products as
Aenvironmentally friendlyo in order to
for the companies that must spendrthiene and money to follow regulations.

Feasibility Many stakeholders consider that only a small number of products can
realistically be | abel |l ed as Agreeno,
feasibility, as the cost involved can not be addedthe® products price. Since
ecolabelling programs will therefore doubtfully cover the vast majority of goods, some
critics point to regulation as a more effective tool than the development of voluntary
standards.

|l s figreen consumer imsMdanyaenviranmentaliatslarecctiticab n

of consumeri sm. They ar gu e-contradating térm,r e e n

and believe that the goal should be to reduce consumption, not merely redefine it.

AGreen shoppingo wi |lthe mdre fundamental econdma anadl r i

social changes that are required to protect the planet, they claim. Indeed, consumer

preference and market forces cannot, by themselves, guarantee environmental

protection.

These examples show that environmental labebvige not only advantages, but also

numerous challenges for most stakeholders. These pros and cones however differ between

various types of labels, because labelling programs can be highly diverse, ranging from

single attribute selfleclarations to exteive third party labelling schemes. Environmental

labelling schemes are generally divided into three basic categories, depending on how

many parties are involved in the certification process. These categories are as follows

(Wesselst al.,2001):

1. FEirst party labelling schemes Programs that are established by individual companies

based on their own product standards. This form of ecolabelling can also be referred to

as flxeeellfarati ono.

14
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2. Second party labelling schemedrograms that are establisheddmmeone other than

the actual producer, for example industry associations that create labelling schemes for
their member sdé products. Veri fication o
internal certification procedures within the industry, but eéso be carried out by
external certifying companies.

3. Third party labelling schemes Programs that are usually established by an initiator

(public or private) independent from the producers, distributors and sellers of the
labelled products. The initiatgenerally constructs and publishes a standard, which an
independent accredited certification body uses then to measure the product against.
The separation between the producer, label owner and the certifier is intended to secure
that private commerciainterests will not compromise the integrity of the scheme
(Wesselset al.,2001).

Environmental labels can be either mandatory or voluntary. Mandatory labels are
governmenbacked and do therefore often act as trade restrictions for foreign producers,
where imports may be rejected if they do not have a particular label (WTO, 1997). Imports

of products that have not been certified by voluntary labels are on the other hand not
restricted. It is therefore entirely up to the manufacturer to decide whethet m apply

for certification by voluntary | abel s, and
product.

The World Trade Organisation (WTO) has discussed environmental labelling from various
sides and has recognised their numerous benefits,hbyt Have also expressed some
concerns for their impact on free trade, especially regarding developing countries and
small businesses ability to export (WTO, 2008). There are presently two WTO comities
that are grappling with this issue, focusing on fameechnical barriers, compliance with

current agreements, and processes and production method problems.

Concerns have been raised about the growing complexity and diversity of environmental
labelling schemes, especially if the labelling is based orcyitde analysis (LCA), which

|l ooks at a productds environment al effects
disposal. These requirements could create difficulties for developing countries, and
particularly small and mediwsized enterprisein export markets, because they require
considerable amount of expertise to carry out and developing countries often lack
resources concerning various factors that are taken into consideration in LCA, such as

accessibility to renewable power sources dequate disposal of garbage and other

15



material coming from the production. Environmental labels could therefore be described
as technical barriers to trade. WTO members generally agree that labelling schemes can be
economically efficient and useful fonforming consumers, and tend to restrict trade less
than other methods. But this is only the case if the schemes are voluntary, transparent and
allowing all sides to participate in their design. However, these same schemes could be
misused to protect dagstic producers. WTO has therefore stated that the schemes should
not discriminate between countries and should not create unnecessary barriers or disguised
restrictions on international trade.

A particularly thorny issue in the ecolabelling debate has llee use of criteria linked to
processes and production methods (PPMs). WTO members agree that countries are within
their rights under WTO rules to set criteria for the way products are produced, if the
production method leaves a trace in the final pobdfor example cotton grown using
pesticides leaving pesticide residue in the cotton itself. However, they disagree about
measures baseoeduch fHfiedtmated PPMsoOo i.e. proce
leave no trace in the final product. Woodfes example exactly the same whether it is
produced from sustainably managed forests or not. The key question is: are these
measures consistent with WTO agreements? Many developing countries argue that
measures that discriminate between products basedd-poonduct rel ated PF
as some environmental labels, should be considered inconsistent with WTO agreements.
WTO members are therefore not in agreement on environmental labels, but have in general
looked favourably towards voluntary labels tha¢ transparent, allow all stakeholders to
participate in their design and are consistent with existing WTO agreements on technical

barriers.

Environmental labelling can theoretically be applied for all kinds of products and services,
but has most commbnbeen used for various everyday manufactured products. It is also
widely used for organic food, in the travel industry and in the energy sector. Chapter 2.1 is
a short introduction on some of the bestognised environmental labels in Europe and
North America. Some of these labels have been operated for decades and might therefore
set a precedent for the seafood industry. Chapter 2.2 on the other hand focuses solely on
environmental labels for seafood products; accounts for the various labellisgligpare
available and presents the most relevant and interesting labels from each type.
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2.1. Regular consumer products

Environmental labels for regular consumer products can be mandatory or voluntary and
may refer to different kinds of product characterssticor attri butes inclu
composition or contents, product quality or form, as well as environmental or social
aspects of the productds production proces:
particular aspect of a products productiarile other examine in detail the whole life

cycle of the product. Ecolabels are therefore extremely divergent; but have in the past
mainly focused on manufactured everyday products, exclusive of food. Certain niche
markets have however successfully lempented ecolabels into their operation, such as the
organic food sector, parts of the travel industry and the energy industry. The most
generally recognised labels are third party labels such as the Blue Angel, the Nordic Swan,
the EU flower, the Foresitewardship Council, IFOAM and Green globe. Following is a

short introduction on these labels, which is meant to clarify the overall function of
ecolabels in general.

2.1.1. The Blue angel

The German Blue Angel is the first and oldest third party ecolabelein “-

“QUAUE &

Syl
world (The Blue Angel, 2008). It was created in 1977 by th&e¥man ‘«"Q X‘
authorities, in order to standardise and heighten credibility of environm:' O “\\Q@i/’

J”’u»:vov(:l:zi\“@\
claims from suppliers of various manufactured products and services. 1rie

label promotes the concernshafth environmental protection and consumer protection. It

is therefore only awarded to products and services that are particularly beneficial for the
environment in an allound consideration, whilst also fulfilling high standards of
occupational healthsafety and fithess for use. Economical use of raw materials,
production, usage, service life and disposahll these factors are assigned a high
importance.

The German Federal Environmental Agency is the owner of the label, but it appoints
numerous expers f r om al | stakehol der groups on th
the decision making body of the labelling scheme. The German Institute for Quality
Assurance and Certification is the independent certification body, which carries out the
actual @sessment.

There are almost four thousand products and services in 80 product categories that are
certified today, but requirements for each product are revised every third year.

Applications for certification are voluntary and the cost involved is 250 kuitial fee
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when first applying and a annual fee that correlates with the turnover of the product e.g.
270 Euros for a product that generates less than 250 thousand Euro income a year, 540
Euros for a product that generates 8125 million Euros incomea year, 1.080 Euros for a
product that generates 1206 million Euros income a year etc.

2.1.2. The Nordic swan
The Nordic Council of Ministers decided in 1989 to introduce a comn -
official environmental label for all the Nordic countries, which could ac 5‘7///%%
an impartial environmental symbol that would be relied upon equally '*'/I;/
all member nations (Svanen, 2008). A certain sets of criteria were adoptea
for each product group, wher e ri gorous st
environment from raw matet to waste are considered. It also sets criteria with regard to
quality and performance of the product, as it needs to offer features that are at least as good
as other similar products. The label is usually valid for three years, after which tha crite
are revised and the company must reapply for a licence. This is to ensure that products are
constantly being developed and redesigned to better suite the environment. Requirements
are meant to be rigorous enough that only 30% of products in eagh ¢gaucomply at
any given time.
The Nordic Council of Ministries i's the <
Ecol abelling Boardo i s r espo#iodaympermtiohand it s
sets the criteria, in cooperation with variotskeholders. National offices in each of the

Nordic countries manage licence applications and grant licences, in accordance with the
published standards of the scheme. Companies applying for thel&vehmust provide
results from accredited independé&sgting to prove that the criteria have been met.
The SwaHdabel is available for roughly 60 product groups, representing all kinds of
consumer products and services, but it does not accredit food, beverages or
pharmaceuticals. There are over 800 pragldlat carry the label worldwide, but only
little over 100 are available in Iceland, with only 7 of them being domestic.
The Swan is financed through parliamentary subsidies, and fees from companies that have
ecol abell ed pr oduct sannual tarnoved . TBe%rganfsatianlseunp r o d

completely without commercial or profit interest.
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2.1.3. The EU flower
The European Union established its own third party ecolabel in 1993, whi~% «
basically works the same as the Blue angel and the Nordic Swan (EV, 2 { € :*

It sets the criteria for environmentally safer products and services, whils1\* ;;-
ensuring their performance quality. The European Commission own: |«
voluntary label, but the EUEB (European Union H#aloelling Board) is the
main implementing body thas responsible for datp-day operation and sets the criteria,
I n cooperation with various stakehol ders.
responsible for implementing the scheme at national level, including drafting ecolabel
criteria; assssing applications and awarding the label to companies that apply.
There are 7 main categories of products and services that can be accredited, none of which
are food related. The initial cost of application runs between 300 and 1.300 Euros, plus an
annuafee for the use of the label, which amounts 0,15% of the revenues from the product.
But there is a maximum of 25.000 Euros that can be collected for each product group per

applicant.

2.1.4. The Forest Stewardship Council

Some ecolabels are established to eslslrspecific, weltlefined problems.
The FSC (Forest Stewardship Council) is an example of such a labe
scheme. FSC was founded in 1990 by various stakeholders in the t

FSC

and humasrights organisations that had identified the need for an honest and credible

industry, such as timber users, traders and representatives of environr

system for identifying wellmanaged forests as acceptable sources of forest products (FSC,
2007). The labelling program is a typical third party labelling scheme,ewther label
owner sets the criteria, and independent accredited certification bodies assess weather the
project meets criteria or not.

The General Assembly of FSC is the highest decigiaking body of the labelling scheme
and is made up by all memberstbe program. It is supposed to incorporate the basic
ideology of Sustainable Development into its policymaking, applying equal attention to
environmental sociat and economical objectives.

Over 100 million hectares in more than 70 countries have begfiedeaccording to FSC
standards and several thousand products are produced usingef#€&d wood and
carrying the FSC trademark.
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2.1.5. The International Federation of Organic Agriculture Movements

The organic fAindustryo has ar foethenpasb eecadeni n g
improving its market share consistently from one year to another. Annual growth rate in
the industry has been 0% while it has only been-2% in the conventional food
industry (Hansen, 2004; OTS, 2007; Eurofood, 2002). Thenargadustry relies on
verifiable information coming from the producer, proving that the product was produced
according to certain production standards (IFOAM, 2007). For crops, it means they are
grown without the use of conventional pesticides, artifiteatilizers, human waste, or
sewage sludge, and that they are processed without adding preservatives or other additives,
or applying ionising radiation. For animals, it means they are raised without the routine
use of antibiotics and without the use grbwth hormones. In most countries, organic
products must not be genetically modified.

Customers that prefer organically grown products rely on credible environmental labels to
convey whether they have met the criteria for such products. Like with extbkabels,

most stakeholders favour third party labelling schemes, because of their heightened
credibility.

In the early 1970s various stakeholders in the organic agricu

movement established the IFOAM (The International Federation ’FMM
Organic Agriculure Movements), which has evolved into a worldwide umbrella
organisation for the organic movement, uniting more than 750 member organisations in
108 countries. Most credible labelling schemes that certify organic products are a part of
IFOAM and thereforeobey their standards. Today total land under certified organic
production worldwide has reached over 26 million hectares and IFOAM is at the centre of
this development (IFOAM, 2007).

2.1.6. The Green globe

The travel industry has taken advantage of the enmiental movement anc

has therefore applied environmental labels in various sectors of the ind
There has for example been developed a special marketing strategy tar
environmentally conscious customers, called-teasm. These customers

are wsually well informed and are therefore insisting on reliable third party labelling of
products and services that satisfy their requirements of environmental protection. Various
programmes are available for certification of products and services in et itrdustry.

But some labels have earned themselves more recognition amongst consumers than others.
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Amongst them are for example the Green globe, which accredits products and services in
the travel industry on a very broad basis, covering for exampieeai airports, hotels,
trailer parks, rental vehicles, vineries etc. (Greenglobe, 2007). Other labels are more
specific in their coverage, focusing on special branches of truism, like for example the
Blue flag that certifies beaches and marinas (Baggf2007).

These are just few examples of how ecolabels are being used in various industries, but
there is almost no limit on what kind of products and services are being labelled with this
type of labels, ranging from computers, office appliances, el@ctrequipment, paper
products, oils and lubricants etc. Food products, apart from organic foods, were however
until recently generally not subjected to this kind of labelling. But growing environmental
concerns have now also contributed to the intradoadf ecolabels in the food industry.

The seafood industry has been affected by this development, as various types of

environmental labelling have been adopted into the industry.

2.2.  Environmental labelling for seafood products

In the past decade, signifidaresources have been used worldwide in the seafood industry
to promote the purchase of seafood from sustainable sources, and several major
corporations have built comprehensive femlircing campaigns around sustainable
seafood initiatives (FAO, 2007a)These initiatives aim to tap into growing consumer
demand for environmentally preferable products; channelling purchasing power towards
seafood products from sustainably managed fisheries. Consequently, a number of
environmental labelling initiatives haeen introduced in the fisheries sector as market
based incentives to improve fisheries management systems and the supply chain of seafood
products.

The most noteworthy labelling schemes are typically founded on already established
criteria that are dered from international agreements. There are three milestones that are

particularly worth mentioning in that regar
the Law of the Seado (UNCLOS) from 1982, w
responsibilitis of nations in their use of the wor]l

Conduct for responsi ble fisherieso from 19
standards that are applicable to the conservatitamagement and development of all
fisheries( F A O, 1995) ;guidelimet forrtheCedatabelfing of fish and fishery
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product s from marine capture fisherieso f
voluntary ecolabelling schem#sat are designed to certify and promote labels for products
from wdl-managed marine capture fisheries and focus on issues related to the sustainable
use of fisheries resourc¢5AO, 2005a). But some labelling enterprises are however
founded on less strenuous standards, often focusing on single attribute or few selected
variables.

The first environmental labelling initiatives for seafood products were in the form of self
declarations from producers, and report cards or other types of recommendations from
environmental NGOs. Report cards and recommendations are howaster speaking

not classified as ecolabels, but they were nevertheless an important first step that later led
to the introduction of more conventional labelling schemes.

Ecolabels, as one type of environmental labelling, are certifications given to {3 ticlaic

are deemed to have lower negative impact on the environment than other similar products
(FAO, 2007a). By appealing to consumer preferences, the ecolabelled products may
generate higher returns than those that either do not qualify for ecolaloeltingse whose
producers do not seek to obtain such labelling. Several national, international, industry
sponsored, NG@ed and consumesupplier partnership certification and standards
schemes in the fisheries sector already exist; each with distitetiacrand assessment
methods that have variable levels of transparency. The claims made by ecolabels also vary
widely, as some indicate that a product is not overfished, others focus on the absence of
marine mammal bycatch and still others promisethai r pr oduct i s fAecos
Some schemes focus on ensuring that a mana
while others focus on the performance or outcome of the management system. Schemes
that set standards for processes or system®uwitprescribing sustainable outcomes are

not necessarily comparable with schemes that seek to grade performance or ensure
sustainable production. A related issue is how to maintain sustainable results. On the
implementation side, for example, monitorirapd data collection pose significant
problems in many countries and there are particular challenges related to traceability
(FAO, 2007a). It is therefore safe to say that environmental labelling of seafood products
in general varies tremendously, but tladels can nevertheless, in theory at least, be
classified into the three basic categories that were explained earlier i-e sécgind and

third party labels.
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2.2.1. First party labels

Published recommendations, seé#clarations, commercial white papers anbter first

party environmental labels are quite common in the seafood industry. They are however of
various nature and their credibility varies significantly. Some of them are obviously meant
to mislead and confuse the consumer, while others are aigip get reliable and
verifiable message across. Following is a short overview, covering some of these

Ailabell ingd methods.

Recommendations/Information services

Recommendations or guides aimed at consumers are strictly speaking not environmental
labelsbecause they generally do not appear on, or in the proximity of, the actual product.
They do however have the same objective as conventional environmental labels, which is

to inform the consumer of the best available choices for his or her seafooshgourci

These recommendations were at first in the form of leaflets or report cards, but have lately
evolved into online search engines on the Internet. Two of the first NGOs to produce
information on sustainable seafood were the US based Audubon Societypubicshed

AWhat is a fish |l over to eat?o0 in the | ate
which produced a | ist of sustainable seafoc
in 199711999 (MCS, 2007a). In Europe the UK based MCS (MarConservation
Society) |l ed the way with the publication
(Seafood Choice Alliance) in coll aboration
outreacho (WWF, 2007a).

Today there are quite a lot of sources that prothdetype information, recommendations

and guidance on sustainable seafood sourcing for consumers. However, only a handful of
them have managed to reach consumers on a large scale and are therefore considered to be
noteworthy. Credibility is a decidifigact or concerning the effec
The most recogni sed organisations providin
form are for example the Audubon Society, which has distributed its seafood wallet card

for number of years (Audum, 2008); the Monterey Bay Aquarium that distributes pocket

gui des and operates an online search engi ne¢
Marine Conservation Society that keeps out
(MCS, 2007b); the SeafdoChoices Alliance that operates an online database called
ASmart Choiceso (SCA, 2007a) ; Greenpeace a
lists of species to buy and to avoid (Greenpeace, 2007; WWF, 2007b); and the US National
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Oceanic and Atmospheric Agey that provides consumers with detailed information on

various fish stocks as a part of the #fAFi shyV

Self-declarations

Private labels or selieclarations are made by the producer himself to provide some
favourable information oiis product. The producer sets the standards and accredits his

own products according to some criteria, which he chooses himself. The credibility of
these labels varies, as some of them are unsubstantiated flattery but others are verifiable
and thus rehble (Valentini, 2005). One of the problems associated with this sort of
labelling is that there is no common definition for many environmental concepts, like
Aenvironmentally friendlybo or Asustainabl
consumersa get confusedWessells, Donath & Johnston, 1999Probably the most

public example of firsparty | abelling in the seafood ir
where vague definitions and extremely variable criteria are typically used (ICTSD, 2006)
Sef-declarations can be an inexpensive and an effective method to get environmental
information to consumers; but producers have been caught trying to misuse these labels by
getting across false information, thus undermining the credibility of legitimatescla

(Picher, 2003). Some studies have shown that more than half of environmental advertising

is deceptive or misleading, consumers are therefore sceptical towards this kind of labelling
(Kangun, Carlson & Grove, 1991). The effectiveness of this typabefling is therefore

debatable.

Eco-peche label that the French originated shrimp processorP&ehe

recently started to use for their Madagascan-e@ddght shrimp (Gelpeche
2007). GetPeche owns shrimp boats and processing plants all over the world, but they
are only adopting the Eepeche label for the Madagascan part of their operation for now.
They claim to use only responsible fishing methods with equipment thatsafimaller

shrimp and other bycatch, such as fish and sea turtles, to escape. They also try to give the
stocks some opportunity to regenerate, by only trawling through each location every three
to four months. The company has unilaterally adopted thdastds for the label and there

is no outside accreditation or monitoring. They do however give fairly good information
and rationalisation on the standards on their home page, which allows the customer to get

information on what the label stands for. Bbe customer ultimately must trust the
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company to respect these standards, since there is no outside verification for their
compliance. The label also implies that the company is devoted -ivafdér, but there is

no information to be found on the labet,on the firms home page, on what they mean by
that. The fautrade claim is therefore unsubstantiated.

Self-declarations are very common in the tuna industry, were companies award themselves
Adol phin safedo or Adol phi n ablerstaedards! yThe | a b e
Australian tuna producer Greenseas for example uses its own dolphin safe label, and
claims to use a standard based on those set by the Earth Island Institute, but without any
outside monitoring (ANF, 2007). The Australian tuna produocdn West uses a dolphin
friendly label, where they claim to exclusively use line caught tunas, but it is not
substantiated or monitored by an independent party (John West, 2007). The European tuna
producer Princes foods does also have its own dolplandly label, which they say is

based on the standards set by the Earth Islands Institute, but it is also not monitored by an

independent party (Princes foods, 2007).

Commercial white papers

White papers are originally authoritative reports, where gowemts outline policy, or
proposed action, on a topic of current concern (Wikipedia, 2008a). But more recently, the
term white paper has also come to refer to documents that argugovemmental
positions as well, and today many white papers exposeethefits of particular products

or technologies. These white papers are referred to as commercial white papers, as they
are generally marketing communications documents that are designed to inform the
consumer. But as a marketing tool, it is importanhéde that these papers generally
highlight information favourable to those authoring or sponsoring the paper while
minimising any negative aspects. Today the commercial white paper is the most common
type of white paper. Such white papers are often tsagnerate sales leads, establish
thought leadership, or educate customers. It is debatable whether or not commercial white
papers should be classified as environmental labels, because they do generally not appear
on the actual product. But they havee thkame objective as conventional ecolabels.
Efficiency of these fl abelso depends on th
become increasingly sceptic on messages coming from sources that they do not recognise.
In the summer of 2007 variousakeholders in the Icelandic fishing industry published a
white paper on how responsible Icelandic fisherieqMigistry of Fisheries, 2007a)lt is

call ed AStatement on r(see pppemdixilgnd iesighed HHeer i e s
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Minister of Fisheries, the Marine Research Institute, the Directorate of Fisheries and the
Fisheries Association of Iceland. The statement is basically a commercial white paper that
IS intended to provide information on the Icelandic fishing industry and explain how
measures have been taken to ensure responsible fisheries and the proper treatment of the
marine ecosystem around Iceland. The statement is intended for everyone concerned about
the status of the fish stocks and responsible fisheries, particularly theausnparties that
purchase and consume Icelandic seafood products. All Icelandic seafood companies are
permitted to use this twpage statement as a marketing tool.

Most first party labels face a major dilemma in establishing credibility. Even though
mgority of them are undoubtedly implemented with the best of intentions, they lack
verification from an independent party. Naturally, some companies and NGOs have
earned themselves more trust from the general public than others, which means that people
raher believe them when they c¢claim that som

bottom line is that customers want reassurance that these claims are legitimate.

2.2.2. Second party labels

Second party environmental labels that are used in the seafoodryndtes generally
enterprises where independent NGOs or industry associations set the standards and also
accredit individual products. The producer usually pays the owner of the label-a logo
licensing fee, which makes the two implementing parties finipaiependent on one
another. Credibility of these labels is therefore jeopardised, as consumers ultimately must
trust the certifier, without any outside monitoring. Some companies and NGOs have
however earned themselves recognition amongst consumech, evthances the efficiency

of their labels. But credibility is nevertheless generally lacking when applying second
party environmental labels.

The Flipper Seal of Approval dolphin safe label is an example of how these

second party labels work. It is anterprise by the NGO EarthTrust, whic |
owns the label, sets the standard and criteria, and also evaluates if a pr
meets the standard (EarthTrust, 2007). It does not allow the label on tuna

fish caught using driftnets or gillnets, or by the intemailosetting of purse seine nets on
dolphins, or any tuna caught in the Eastern Tropical Pacific Ocean except for hook and line
fisheries. Li ke with other #fAdol phin safeo

attribute label that focuses solely dhe impact on dolphins from the fishery. The
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sustainability of the tuna fishery itself is not apart of the scope. The only parties that are
involved in the deployment of this label are therefore EarthTrust and the fishery that

applies for certification

Second party labels struggle with the same dilemma as first party labels, which is lack of
credibility. Even though most of them are probably implemented with the best of
intentions, they lack verification from an independent third party. CompanieBlGos

that have earned themselves recognition from the general public have more latitude to use
these labels, but scepticism is nevertheless always in place when second party labels are
being used.

It is irrefutable that those involved in firsand secod party labels are financially
dependant on the outcome from the accreditation, and their credibility can therefore be
questioned. That is why third party ecolabelling schemes have been gaining ground in

recent years.

2.2.3. Third party labels

Independent thirgharty ecolabels are superior to other ecolabels because of the heightened
confidence that private commercial interests will not compromise the integrity of the
scheme. The three parties that are involved in this kind of labelling schemes are the
producer,t h e | abel owner and t he certificati ol
certification process is simply to apply for the accreditation and to pay for it. The label
owner sets the standard and criteria, which the certification body uses to evaluate the
fishery against. The label owner then awards (or denies) the label to the producer, based
on the certification bodyds judgement . The
the evaluation regardless of the outcome. The certification body ha$otleeno financial

interests in the outcome of the evaluation. Payment to the label owner is usually in the
form of a logalicensing fee that generally is linked to the annual turnover of the product.
The first labels of this sort in the seafood indusigre the single attribute dolphin sate
friendly tuna labels, but muiattribute labels focusing on sustainability have been
becoming increasingly popular in recent years. These labels vary in scope and have
different objectives, as some of them aoasumer facing, while others are not; some are
domestic, while others are global; some are implemented solely as marketing tools, while

others are focusing on environmental objectives etc. Following is a short overview of
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some of these labels, where aahble alternatives for the Icelandic seafood industry will be

identified for further analysis.

Dolphin safe

Dolphins are a common bycatch in tuna fisheries, as they can often be found swimming
together with schools of tuna, specifically yellowfin tuna. bialy do the dolphins end up

as accidental bycatch, the dolphins themselves may also be used as a way to find the tuna,
as they are easier to spot. The dolphins are then sometimes knowingly being netted
together with the tuna. Dolphin safe labels weredit seen i n the beginn
have since then changed consumer preference considerably (Teisl, Roe & Hicks, 2002).
The labels have in some cases acted as an entry barrier to certain markets, overall market
share has risen and there is a natiide willingness to pay extra for labelled tuna. There

are even examples available where authorities have placed embargos on producers that are
unable to provide such labels.

There are various dolphin safe labels available for canned tuna, to showetlishthas

been caught without harming or killing dolphins. The variability consists for example in
different restrictions imposed on the capture of tuna in order for it to deserve the related
dolphin safe label. Some labels imposing stricter requiresttbanh others, but consumers
should realise that these labels only reflect on weather the fishery affected dolphins or not,
and has nothing to do with other environmental issues. Few of these labels are certified by
an independent third party, like forample the renowned labels of the U.S. Department of

Commerce and the Earth Island Institute.

fishing methods within Eastern Tropical Pacific Ocean that do not involve the deliberate
netting or circling of any dolphins are allowed to use the label. A third party observer from
the Natioral Maine Fisheries Service has to verify that the fishery has met the standard.
Tuna caught using a different method or in most places outside of this area may be given
this label without any outside observation having been made, which has been heavily

criticised by environmentalists (GreenerChoices, 2007).

The dolphin safe label of the Earth Island Institute is also fairly well knc

to consumers of canned tuna (Earth Island, 2007). The requirement "94 F‘o
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need to be met are that dolphins may not inteatigrbe chased, circled or netted during

any fishing trip. Drift or gillnets cannot be used and no accidental dolphin death or
serious injury may result from the fishing operation. Fish from a dolphin unfriendly source
may not be mixed in at any stag&ach trip in the Eastern Tropical Pacific Ocean by
vessels 400 GRT and above must have an independent observer onboard attesting to the

compliance of the standards.

Dolphin safe labels are naturally not going to be considered as available alternatiies fo
Icelandic fishing industry. But they do however provide valuable information on the
effectiveness of these labels, as studies have shown that they have changed consumer
preference and contributed to protection of dolphins (Teisl, Roe & Hicks, 2@@aroff,

2003). Dolphin safe labels do therefore prove that seafood ecolabels can work.

Marine Stewardship Council

Led by increasing consumer awareness of issues related to fist

exploitation and seafood consumption, the international conservi <
oogani sation WWF and the worldés | argest bu
in 1996 to establish the MSC (Marine Stewardship Council), a global ecolabelling scheme

for wild caught seafood (MSC, 2007a). In 1999 MSC became independent anddeas si

then been able to offer a credible third party ecolabel that has become a household name in

the seafood industry. Fisheries certified by the MSC record annual catches of over 5
million tonnes, representing 42% hoef wohred dwa
prime whitefish catch, and 18% of the worl
products resulting from certified fisheries bear the MSC ecolabel worldwide (Fishupdate,
2008a).

MSC is the market leader in third party ecolabels for wadg@tured seafood products and

one of the available alternatives that the Icelandic fishing industry has regarding labelling

of their products. The labelling scheme is therefore going to be analysed in detail in

chapter 3.

Friend of the sea

FollowingtheMS C6s success Italian envir ment al i s

party ecolabelling program for wild captured and farmed seafood in 2
called Friend of the Sea (Palmer, 2007; Holland, 2007). The labe
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scheme is meant to be a simpler, cheaper and feesdnsuming alternative to MSC, by
using only existing data for its certification process. The program has succeeded, despite
of its young age, to establish recognition in some important market areas for seafood,
especially in southern Europe. Applicati for certification is open for everyone
irrespective of size or location, which makes the label one of the alternatives that are
available for the Icelandic seafood industry, and it is therefore going to be analysed in

detail in chapter 3.

KRAV

The Swedsh ecolabelling scheme KRAV has been engaged in certift ™ ...

wild captured seafood since 2004 (KRAV, 2008a). KRAV is orlglnally \(\{ll‘,l

u ‘J
o s

other range of ecolabels, including labellingndiid captured and farmed seafood products.
There are presently very few seafood products that bear the KRAV label, which might be
explained by the fact that KRAV applies a very strenuous set of standards and criteria that
very few fisheries are able toemsure up to. The KRAV label is also not very well
recognised outside of Scandinavia.

All fisheries are free to apply for certification from KRAV, irrespective of size or location,
which makes the label one of the available alternatives for the Icelsealicod industry.

It is therefore going to be analysed in detail in chapter 3.

The Responsible Fishing Schetd&

The Sea Fish Industry Authority (Seafish) is a governmental agency that v%

across all sectors of the UK seafood industry to promote gacdity] ——msy —
sustainable seafood (Seafish, 2008a). One of its projects is the Respc..S%w

Fishing Scheme, which is a labelling program that has been developed to raise standards in
the catching sector (Seafish, 2008b). It was created in response to thefritbedseafood

supply chain to demonstrate their commitment to the responsible sourcing of seafood. It
focuses on four key areas, which are fishing practices, vessel criteria, crew competence and
environmental considerations. The standards are origirieded the British Standards
Institution and employees of Seafish audit the vessels against those standards. The
program does therefore qualify as a third party labelling scheme.

The Responsible Fishing Scheme demonstrates that a vessel operates atcoifueng

i ndustryds good practice guidelines. The
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that fish from the vessel has been caught responsibly. It will also give the vessel operators
a tool to allow them to positively position themselves in theajlatarketplace. There are

over 470 vessels that have applied for certification, of which nearly 200 have already been
awarded certification (Seafish, 2008c). Certified vessels are mostly small vessels, mainly
consisting of 1@meter long shellfish boatsing pots and 2@nheter long whitefish vessels
using bottom trawls or Danish seine. But there are also a few larger vessels that have been
certified, like for example the 7heter long pelagic trawler Chris Andra.

The cost involved for vessel owners to e certified by the Responsible Fishing
Scheme is at a minimum because the project is largely funded by the European Union.
Seafish charges a small fee for the audit itself, but there is no licence fee collected for
using the logo.

The Responsible FishgnScheme is solely designed for the UK domestic market and only
UK vessels are able to apply for it. But other countries are considering adopting it for their
fisheries, according to Mr. Michael Bacon (2008) the programs project manager. The
Responsibld=ishing Scheme is therefore a localised label for a localised market, but it has
proven to be very successful as such, according to Mr. Bacbere Bre examples where

the certification has increased market share and value for participants in the scheme,
although specific figures are difficult to quote due the widely varying supply and demand
dynamics of the fish trade.

The Responsible Fishing Scheme is a localised label for UK vessels. It is therefore not an
available alternative for the Icelandic fisbinndustry, but nevertheless an interesting

approach.

The Marine Ecolabel Japan

Japands | argest fisheries a--"-"""¢& "n (JFA
creating the Marine Ecolabel Japan (MEL), which will be a th @

party ecolabel for use in domestic markdist with standards similar to thosé-wof MSC
(Intrafish, 2007b). JFA says it has huge support for the label from the seafood industry in
Japan and has consequently established a committee formed by major suppliers,
distributors, researchers and the Japamidthy of Agriculture, Forestry and Fisheries. The

| abel wi | | be designed to meet the FAOOSs
fishery products from marine capture fisher
at lower cost than the MSecolabel, which some in the sector view as costly. JFA plans

on canvassing the public for input on the ecolabel prior to launch, but people in Japan are
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in general highly concerned with issues relating to dwindling quotas, particularly on tuna,
and areaware of the significance of preserving seafood resources.

The MEL is solely designed as a localised label designed for Japanese producers, retailers
and consumers (JFA, 2008jt is therefore not an available alternative for the Icelandic

fishing industy.

The Alaska Seafood Marketing Institute

The Alaskan wild salmon fishery and the Alaskan Pollock fishery were amongst the first
major fisheries to become certified by the MSC, but there has nevertheless been some
debate amongst stakeholders in the Alagleafood industry on whether there is a need for

a foreign label on their products (Bauman, 2007). The Alaska Seafood Marketing Institute

( ASMI) has suggested that the | ogo AAl aska

natural and sustainable inetheyes of consumers; possibly making the MSC label
unnecessary. They point out that surveys have shown that majority of US consumers
already recognise Alaskan seafood as being sustainable, which then makes a third party
label redundant as a marketing taofront of the final consumer (Welch, 2004). Retailers

are however more demanding on verification regarding the sustainability of the products
they sell, and that is where ASMI believes they can come in by either implementing its
own label or simply bygetting their message across to the retailers that the Alaskan
seafood industry is sustainable (Bauman, 2007).

The ASMI is still just considering this alternative and has been working with some of the
major stakeholders in the Alaskan seafood industrytten groundwork, but actual
implementation is however uncertain at this point. The Alaska salmon fishery is at least
not going to discontinue using the MSC label in the nearest future, as they are up for re
certification in the summer of 2008 and have beemking on the reassessment with
Moody Marine Ltd. since 2005 (MSC, 2008c). The Alaskan Pollock fishery has also
started to work on their reassessment, as they come up-dertifecation in 2009 (MSC,
2008d). The ASMI is nevertheless going to proceeghloring the possibility of
implementing an Alaskan ecolabel and continues to argue that Alaskan seafood does not
need the MSC (Fiorillo, 2007).

A label specially adapted for Alaskan seafood would of course not be an available
alternative for Icelandic pducers. But the ASMI makes an interesting point in
guestioning the need for a third party label in front of the final consumer if the product is

already recognised as environmentally friendly. They believe that a domestic label could
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be sufficient enoug to meet their needs, especially if the label is primarily intended to

persuade retailers on buying their products.

A future French label

The French government is developing its own third party ecolabel that is supposed to be
founded on similar standards MSC (Evans, 2008). No definitive time scale has been put
on the launch of the label, but they have decided to invest 490 million USD in the project
over the next three years. News on the initiative is still scarce, as this is a fairly new
developmentbut governmental agents and MSC officers have implied that implementation
will be a cooperative effort. The label is at first meant to be adopted on a domestic level

and is therefore not going to be available for Icelandic producers.

Scandinavian labelr@ specific Icelandic label

At times there have been talks of implementing a joint Scandinavian ecolabel for seafood
products, but even tough the Scandinavian countries have a lot in common they also have
very different seups for their fisheries that rka it difficult for them to unite under one

set of standards (Wessels, 2000). The Nordic council has for example addressed this
option, but without coming to a conclusion. It has instead chosen to work closely with
FAO on the adapt sadniealabeling of fish and fisleny pradects ifrome

marine captureo with the notion that priva

labels (Norden, 2005). The possibility of establishing a joint label for the Icelandic and the
Faroese fishingndustry has also been explored, but without any success (Matis, 2007).
Implementing a specially adapted Icelandic label is also an option that has been explored
by various stakeholders in the industry for the past two or three years. The outcome is
gong to be presented next aut umn, accordi
Federation of Icelandic Fishing Vessel Owners) leading expert on ecolabels, when a new
Icelandic label is going to be introduced. This label is going to be adopted in accordance
with FOA guidelines and focus on the sustainability of the Icelandic fisheries management
system.

Implementing a new label, whether it is a label intended for Scandinavia as a whole,
Iceland in collaboration with other countries, or solely an Icelanditative, is an
available alternative for the Icelandic seafood industry. These options are therefore going

to be analysed further in chapter 3.
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Environmental labels have now been introduced in general. The ideology behind them,
their methodology, adveiages and disadvantages have been explained. Some of the
betterknown labels for various product groups have been briefly presented and labels
created for the certification of seafood products examined in order to identify available
alternatives for thdcelandic fishing industry. The main conclusion that can be drawn
from the chapter is that firshnd second party environmental labels lack credibility and are
therefore not a good option. Third party ecolabels are however widely accepted by most
stakelolders, because independent verification and transparency on every level insures that
private commercial interest will not compromise the integrity of the label (Westsals

2001). There are three different independent third party ecolabelling scheailable for

the Icelandic seafood industry, but they are the UK based Marine Stewardship Council, the
Italian based Friend of the Sea and the Swedish organic certifier KRAV. There is also an
option to initiate a new third party label, either in cooperawith other nations or solely

for the purpose of certifying Icelandic seafood products. These alternatives will be

examined further in the next chapter.
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3. Available alternatives for the Icelandic seafood industry

The objective of this chapter is to &se the available alternatives that Icelandic seafood
producers have, regarding environmental labelling of their products. The analysis is
divided into six parts, where the first part reviews the history of the label. The second part
explains the methadogy and the standards that are applied. The third part accounts for
the governance structure of the scheme, explaining the regulatory framework that is
applied in its employment and clarifying the roll of everyone involved. The fourth part
accounts forthe effectiveness of the scheme as a whole, where the three interlinking
parameters of sustainable development are used to evaluate the scheme. These three
parameters of sustainable development are the environmestahomical and social
objectives tht need to be taken into consideration when evaluating the sustainability of the
program (WCED, 1987). The environmental objectives are set to protect the nature as a
whole, and not just a specific subset of it. The economical objectives are meantdo ins
that the overall employment of the scheme is economically practical, since monetary gain
is an important driving force behind the deployment of such a scheme. Environmental
label that is economically impractical is not going to survive, because @isdaicd other
suppliers are not going to participate in it for long if they are going to loos money on it.
Social objectives are to take human impacts into consideration; because natural resources,
such as fish stocks, are in essence common propertgvbgatone is intituled to benefit

from. Social objectives take into consideration numerous variables that are difficult to list
up in accordance to importance, as the objectives often collide. An example of the
complex issues that social objectives needddress is how to meet the needs of present
generations, whilst looking out for the interest of future generations. Other social issues
that need to be taken into consideration are for example various human rights issues.
Ideally all of these objectigeshould be considered equally important, as demonstrated in
figure 31, in order to ensure loAgrm sustainability. The fifth part of the analysis
accounts for costs involved for producers to become certified; and explains revenues and
expenditures ofhte labelling program. The final part accounts for some of the main

criticism that the scheme has received.
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Figure 3-1: The three focal points of Sustainable Development
(Source: Wikipedia, 2008)

There arethree labelling schemes presently in operation that are available for Icelandic
seafood producers, but they are the Marine Stewardship Council, the Friend of the Sea and
KRAV. There is also a new label being prepared that is solely going to be adaptesl fo
Icelandic fishing industry. This label is still being designed and there is therefore limited
information available on it. The possibility of implementing a Scandinavian label has also
been explored, but without much success. Following is an @asabn these five

alternatives.

3.1. The Marine Stewardship Council

Led by increasing consumer awareness of issues related to fisk~~2

exploitation and seafood consumption, the international conservi
organisation WWF and t heodwabthat tthe,s « gest &
Unilever, united in 1996 to establish the MSC (Marine Stewardship Council), a global
ecolabelling scheme for wild caught seafood (MSC, 2007a). In 1999 MSC became
independent and has since then been able to offer a credible third pdatyektoat has

become a household name in the seafood industry.

3.1.1. History
The MSC is a nomrofit, nonrgovernmental, international third party ecolabelling scheme,
created to promote sustainable fisheries and responsible fishing practices worldwide. Its
creation was based on the model and experience of the FSC (Forest Stewardship Council),
where various stakeholders were consulted on the development and implementation of the
scheme. But unlike FSC the implementation and actual ownership in the beginneng wer

solely WWFéds and Unilever 6s, because the di
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had created all sorts of problems, which got highlighted when Greenpeace and Friends of

the Earth left the council (Humphreys, 1996).

In 1997 MSC became legally ragfi and started a twyear extensive, global consultation

process with stakeholders around the world to establish an environmental standard, based
on FAOb6s fAcode of conduct for responsi bl e
workshops andtwoexpet dr afting sessions resulting it
sustainable fishingbo, which is the standar
1999 MSC became fully independent and could therefore start the process of accrediting
specificfisheries and in 2000 West Australian Rack Lobster became the first fishery to be
certified.

The MSC encountered some growing pains in the first years of their operation, as they
needed to brake out of the vicious circle of being to small and unknownittebesting

for both consumers and suppliers. This changed when larger fisheries became certified,
beginning with the New Zealand hoki fishery in 2001 with its then 200.000 ton yearly

catch and further confirmed its position when the largest whitegslery in the world, the

U.S. Alaskan Pollock fishery with then 2 million ton yearly catch, became certified in

2005.

When the supply of accredited seafood became large enough, retailers got more involved,
consumers became interested and MSC became a balsaime in the industry. As of

February 2008 there are in total over 90 fisheries that are engaged in the MSC programme
with 26 certified, 64 under assessment and another 20 to 30 in confidentaspesment

(see appendix 3). Together the fisherieshe MSC programme record annual catches of
over 5 million tonnes of seafood, represent
of the worl dés prime whitefish catch, and
over 1.100 seafood products ritglg from the certified fisheries bear the blue MSC
ecolabel (Fishupdate, 2008a).

Numerous retailers and other stakeholders in the supply chain have responded favourably
towards the MSC, using it to promotef and p
retailers that have been especially effici.
was the first retailer to sign up with the MSC program, Whole foods market,
Marks&Spencer, Tesco, ASDA, Wallart, Waitrose, Carrefour, Metro and many others

(MSC, 2007c). WalMart, Metro, Carrefour and Tesco have even gone so far as to declare

that all its seafood in the future will have an ecolabel (MSC, 2006). Producers have also

promised to favour certified fisheries and some of them have stated thatitheytie
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future only use MSC labelled seafood for their production; these are producers such as

Unilever, Frosta, Findus, Iglo and Young’s Blucrest (MSC, 2003).

3.1.2. Methodology and standards
The published methodology of MSC is to incorporate the three lbasad points of
sustainable development into their evaluation. Even though environmental issues are at its
core, socialand economical factors are also meant to be considered. The MSC believes
that development and maintenance of effective fisheries geament systems should take

into account all relevant biologicaltechnological economie, social, environmental
and commercial aspects (MSC, 2002). The MSC places emphasis on equal and voluntary
access to its certification program, irrespective efdize, scale, type, location or intensity
of the fishery. It also recognises the need to observe and respect theriongterests of

people dependent on fishing for food and livelihood.
The MSC describes a wathanaged and sustainable fishery as oheow fipr ot ect s t
and the environment in which they live whilst allowing responsible use of the species that
come from it. When a fishery is sustainable it means that target fish populations are at
healthy levels, sometimes having recovered from beliegleted in the past. A well
managed fishery will ensure that there is a future for the industry and all those who depend
on the fisheries for their livelihoodso ( MS
The ecological integrity of a fishery is most important when being evaluaied f
accreditation and MSC has implemented three principles that a fishery needs to fulfil in
order to become certified, they are: (MSC, 2002).

1. The condition of the fish stocksThis examines if there are enough fish to ensure

that the fishery is sustainabl
2. The impact of the fishery on the marine environméltiis examines the effect that

fishing has on the immediate marine environment, including othetarget fish
species, marine mammals and seabirds.

3. The fishery management systemsThis principle ewluates the rules and

procedures that are in place, as well as how they are implemented, to maintain a
sustainable fishery and to ensure that the impact on the marine environment is
minimised.
The social and economical factors in the MSC standard areasowvell defined as the
environmental factors. They are in fact only commonly worded statements that are

relatively open to interpretation, such as
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economic and soci al opti ons inaangbciallyeande f i t s ¢
economically fair (MSCd2002esponsi bl e manner o
In short, the methodology behind the MSC labelling scheme is equal and voluntary access
to accreditation that is founded on sustainable development, but with emphasis on the

preservabn of healthy fish stocks, evaluated according to the tree principles of the MSC.

3.1.3. Governance
The MSCO0s governance 1is structured around
trusties, the Technical Advisory Board and the Stakeholder Council (MSC, 2007e)
The Board of Trusties is its primary decision making body. It is made up by 13 individuals
that are nominated in a personal capacity for a theee term, along with the chairpersons

of the Technical Advisory Board and the Stakeholder Council, in5alpdrsons. The
Technical Advisory Board is an independent group of fisheries experts from around the
world, made up by 13 individuals that bring a diverse degree of expertise to theltable.
function is to advise the Board of Trustees on all relevattars, including the setting and
reviewing of the MSC Standard. The Stakeholder Council is an indirect participant in the
process, giving the Board and the Technical Advisory Board feedback on relevant matters.
The actual dayo-day operation is in theamds of the 30 employees of the MSC, which are
located in London (24), Seattle (4) and Sydney (2).

In order for the MSC to be a fully fledged third party labelling scheme it needs to ensure
that the certification of the fisheries is conducted by partiasate independent from both
the MSC and the applicant for the | abel. \
a certain fishery meets with the standards or not. The MSC has therefore made a list of
Independent Certification Bodies that angherised to carry out the actual assessment.
These Independent Certification Bodies have all been independently accredited by ASI
(Accreditation Services International), and are therefore qualified to perform the MSC
assessments in an independent ane@ablve manner. This ensures that evaluations are
unbiased, credible and open to transparent stakeholder involvement.

There are currently 5 Independent Certification Bodies that are allowed to carry out a MSC
fisheries certification, but there are 6 manattare undergoing accreditation from ASI, in
order to be able to certify fisheries (MSC, 2008a). There is also a need to accredit the
Achain of custodyo i.e. to make sure that
not mixed with uncertifiedeafood. This process is considerably simpler than accrediting

fisheries, but is nevertheless a necessary part of the scheme, as it makes sure that only
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authentic certified seafood is sold as MSC labelled. There are currently 14 Independent
CertificationBodies that are allowed to carry out the MSC chain of custody certifications,

but one more is undergoing accreditation from ASI (MSC, 2008a).

The accreditation process is extensive and rigorous, but can be described in simple terms in
these few stages €8 appendix 4). The interested fishery starts by choosing an
Independent Certification Body from a list provided by MSC and asks it to perform a
confidential preassessment, and to make a budget for full assessment. If the fishery is
satisfied with theresults, it proceeds with a full assessment, which then a special
certification body that the Board of Trusties nominates, based on relevant expertise,
reviews and gets feedback on from various stakeholders. If there are no objections, then
the Certificaton Body recommends the fishery for certificatiad@nce certified, companies
wishing to use the MSC products undergo a Chain of Custody certification that guarantees
tractability of MSClabelled seafood, ensuring that it has been separated frowendfied
products at every stage of the production. The Independent Certification Body and the
staff of MSC then monitor compliance, making sure that everything is in accordance with
the standard. Certified fisheries and chain of custody need to be revauvertgdifth year

(MSC, 2008b).

3.1.4. Effectiveness

Measuring effectiveness of the labelling scheme is complicated because it can be evaluated
in so many different ways. MSC itself claims to take into consideration the three
interconnecting focal points of sastable development, because one cannot exist without

the other. It is therefore logical to examine their effectiveness in these three key areas.

Environmental effectiveness

Studies of MSCb6s =effectiveness regairding
environment are somewhat lacking. It is very difficult to evaluate whether their work is
resulting in better condition of the environment, since cause and effect is something that is
almost impossible to proof under these conditions.

Fisheries that betne certified are most likely already harvested in a sustainable manner, it

is therefore unlikely that one would see any drastic changes in stock size in the few years
that MSC has been operating, but there are however indications that the program is

providing some environmental gains (Agnetval.,2006; Hough, 2006; Busch & Benton,
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2005). Many of the changes that MSC has incorporated into certified fisheries are likely to
affect the stocks and their environment in the long run, even though immediatedal®
improvements have not been apparent. Following are a few examples where changes
associated with MSC certification are likely to affect the environment in a positive way:

V In order to become certified, MSC ordered the use of an escape panel i{dobstais
in the Lock Torridon Creel fishery in Scotland. It allows younger lobsters to escape
from the creels (baited traps) and they are therefore able to become mature enough to
reproduce before they can be harvested. This helps to maintain a Is¢adthgize as
fishermen only catch the largest and most valuable lobster (Hough, 2006).

V The New Zealand hoki fishery had to implement a spatially explicit management in
order to become MSC certified, which has resulted in 70% reduction in catch of
juvenile hoki (Agnewet al.,2006). They also had to perform a spatial mapping of the
seabed and condition future trawling to existing trpaths i.e. in order to minimise
seabed disturbance. MSC has also recommended thatatedtrawls should be used
when mssible. Research into seahd bird exclusion devices for the hoki trawls was
also mandated by the MSC, which has resulted in drastic reduction -chiseéaeabird
bycatch.

V The South Georgia toothfish fishery, which is subject to an international (RFMO
management regime as well as a coastal state management regime, needed to
strengthen its surveillance for IUU fishing in order to get certifi@gnew et al.,

2006) As consequences estimated actual catch is now close to the issued TAC, as
agreed on byhe RFMO. They were also ordered to stop discarding fish heads with
hooks attached to, which were killing seabirds. The result was severe reduction in
deaths of seabirds like the albatross, caused by fishhooks.

V MSC implemented limits on bycatch of Morndffi and kingklip into the South African
hake fishery, which had been substantial in the past (MSC, 20079).

These examples show that MSC certification reduces environmental impacts caused by the
fisheries, but critics have pointed out that some of thesggelsavould probably have been
made anyway (Busch & Benton, 2005). The evidence though shows that MSC
certification does not automatically guarantee that the stock will improve. There are many
other factors that affect stock size than just fishing meéytadind the requirements set by
MSC are not necessarily enough to strengthen all certified stocks, at least not in the limited

time that the MSC has been operating. The New Zealand hoki has for example shown
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little change in its stock size since it wastidéied in 2001 and reertified in 2007 (NZ
Ministry of Fisheries, 2007). The stock is divided into two regions i.e. west and south,
where the western stock is less tharf™d#lits original size and the south stock less than

half of its original size.Recruitment has been very poor since 1995 and changes made on
the fisheries as requirements for certification do not appear to be adequate in order to
rebuild the stock. As consequences of the pore condition of the stock, quotas have been
consistently lavered from 250.000 tons in the qugt@ar 20002001, down to 90.000 tons

for the quotayear 20072008.

The US Alaskan pollock fishery is another example of a fishery where MSC certification
does not appear to be having a significant affect on the stoekaslicertified in 2005 after
having gone through rigorous accreditation process that took four years, costing 500.000
USD (MSC, 2007g). Alaskan pollock is the largest food fish resource in the world with
more than 3 million tons caught each year, inNweth Pacific from Alaska to northern
Japan lanelli et al.,2006) It is however only the U.S. fishery in the Bering Sea and the
Gulf of Alaska that is certified by MSC and they have been relatively consistent in their
catch at about 1,5 million tons &ar. Catches have been in accordance with scientific
advice and the fishery has made some changes that they were required to implement in
order to attain the MSC certification. The spawning stock biomass has nevertheless
consistently kept on decliningrfdhe past few years. There may be several explanations
for this, but the MSC certification alone has at least not been able to reverse this
development.

These are examples of results from MSC certification on single stocks, but it does not
suggest how th labelling scheme is affecting the utilisation of marine resources on a
global level? 1t is interesting to speculate if MSC is really affecting the fisheries that are in
the biggest need for reformation regarding their environmental performance, since th
fisheries that are managed the best are the ones that generally apply for accreditation.
Even though the idea is that customers would buy ecolabelled products instead of
environmentally Aunfriendlyod ones, in thi:
seaf ood. The problem is that demand dr ast
markets and it is therefore highly unlikely that MSC will have much affect on fish stocks
that are being harvested in an unsustainable manner. [UU fisheries are for ectaarple

not going to apply for MSC certification, but they are probably the most destructive fishing
fleet in the world, allegedly accounting for 1/af the total world catch, primarily fishing

from stocks that are already overexploited (Pa&ulgl, 2002).
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Social effectiveness

The social impact of MSC has not been studied in any detail and is consequently only open

for speculations. Social issues have never become a factor when accrediting fisheries and

the MSC standard on social performance is in tamdivery vague. It is therefore
interesting to see that almost all certified fisheries are located in the developed world and
overall social impacts are therefore rather insignificant, as fisheries in industrialised
countries represent only a very smgdirt of their GNP. There is for example only one

certified fishery in the whole continent of Africa. The MSC has however been trying to
change this by especially targeting the de\
It has not yet had any aggent success, but it is likely that certification of a native fishery

in the developing world could have a substantial positive social impact, where factors such

as human rights issues might play a major role.

Economical effectiveness

Studies on the effégeness of ecolabelling in fisheries have almost entirely focused on
economical benefits of the labelling scheme itself, where the profitability of becoming
certified has been examined. These studies are however not very conclusive and might
even be condered misleading. Most studies have looked at consumer preference and the
willingness to pay a premium for ecolabelled seafood in hypothetical markets. They show
that consumers generally prefer ecolabelled products to unlabeled ones, as long as they are
otherwise the same and the premium of the ecolabelled product is not todMagse(ls,
Johnston & Donath, 1999; Johnstoet, al., 2000) Other studies have shown that
consumers are general not willing to change between fish species just becaudeebf a la
(Johnston, 2008; Jaffrgt al.,2000; Donattet al.,2000). The trouble with these studies is
that they are based on hypothetical scenari
costumers will actually do as they have stated in a survey, whames to real life
situation. Studies have in fact shown that consumers do quite often not act on their stated
preference (Fliess, 2007)

Past experience from MSC certified fisheries has for the most parts reflected favourably on
the economical perfornnae of the scheme, but measurability and compatibility is however
very difficult. Most producers guaranty that their certification has paid of, but some
however claim that the costs have been higher than the benefits (Busch and Benton, 2005).
It is still evident that the label can open up new markets for producers, or act as an entrance

barrier for those who are not certified (Roheim, 2003).

43



To conclude on the effectiveness of MSC, there are no obvious proofs of the scheme
generating concrete environmahgains, but it is nevertheless highly likely that at least
some of the projects are creating environmental benefits. The social effectiveness of the
MSC is unknown, since it has never become a factor in the fisheries that have already been
certified. Economical effectiveness is debatable, but stated preferences researches have
shown that consumers are generally willing to pay a premium for ecolabelled seafood, as
long as other attributes are the same and the premium is moderate. But resource managers

disagree on whether the costs exceed the benefits of becoming certified.

3.1.5. Costs and funding
The cost of an MSC certification is mostly dependant on the scope and complexity of the
fishery assessment, which is conducted by an Independent Certification B&ly, (M
2007h). The fishery pays the Certification Body for its assessment, which evidence show
can cost anywhere between 35.000 USD for small scale,defitied, localised fisheries
and 500.000 USD for large scale industrialised fisheries. So far the axpshsive
assessment was done for the US Alaskan pollock fishery, which & the |latggst
whitefish fishery Eurofish, 2003) The fishing ground covers large proportion of the Gulf
of Alaska and the Bering Sea, and the stock imanaged with the Rigians, which made
the assessment extremely complex.
The level of controversy surrounding the fishery can also raise the cost of the assessment,
as additional research can be needed if objections are submitted during the objection
period.
The only fee thais paid directly to MSC is the logo licence fee, which is a 0,5% volume
royalty and an annual fee of 220000 USD, depending on the turnover of the product, as
can be seen in tablel3 However, if the logo does not face the consumer directly, like for
example inbulk packaging for, foodservice, caterer, price lists, websites etc. then there is

no volume royalty charged (MSC, 2007i).

Table3-1: MSCb6s pricelist for |l ogo licensin
Sales of MSClabelled products Consumer facing Non-consumer facing
(Annual Fee + Volume)
0 USDi 200 000 USD 250 USD + 0.5% of sales 250 USD
200 001i 500 000 USD 1000 USD + 0.5% of sales 1000 USD
> 500 000 USD 2000 USD + 0.5% of sales 2000 USD

Source: MSC, 2008
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The volume royait used to be 0,1% but was, because of financial difficulties, quintupled

in April 2007. This increase, along with the rising numbers of clients, is going to multiply

the schemes cash flow in the future. The logo licence fees only accounted for
approxima¢ | 'y 8% of MSC6s 3 million GBP i-ncome
March), but charitable grants provided 79% and the rest came from government agencies,

companies, individual donations etc. as can ba sefigure 32 (MSC, 2007j).

Where the money goes
Where the money comes from

Figure 3-2: MSC's revenues and expenditures in 2006
(Source: MSC, 2007)

These numérs are however unboundedly going to change considerably for the fiscal year
2007/08, in the light of the rise in volume royalties and increase in numlaeckddited

products. The Packard foundation has been by far the biggest contributor to MSC, it did

for example donate 1,75 million USD in 2005, 1,6 million USD in 2006 and 1,5 million

usb in 2007 (Fiorillo, 2008) . But that I
MSC devotes 43% of its expenditures to commere@iatl fisheries outreach and 29% to

policy and maintenance of standards, but only 4% of the cost derives directly from the logo

licensing.

3.1.6. Criticism

The MSC has received some criticism in past years on almost every aspect of their
operation. They have for example been accused of beingyouméble for smaller
fisheries that canot afford the accredita
(Steinberg, 1999). Bigger and more efficient fisheries benefit while keeping total supply
down and thereby driving prices up. This means that grgabfits will rest in fewer

hands as demand for seafood grows.

They have also been heavily criticised for accrediting fisheries that some stakeholders are
doubt ful of being sustainably harvested, ac
An exanple is the New Zealand hoki fishery that uses bottom trawling for their fisheries,

which damages the seabed and also leads to depletion of other stocks because of

considerable amount of bycatch that is associated with bottom trawling. This debate got
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highlighted again when the fishery got-certified in 2007, as environmentalists argued

that the certified fishery was in fact not sustainable (Burton, 2007). The hoki stock was in
worse condition than when it was originally certified in 2001, and atteroptsduce fur

seal and seabird bycatch had proven to be insufficient.

MSCOs met hodol ogy behi nd t he accreditatio
separation between the MSC and the Independent Certification Body is not clear enough
(Pérarinsson, 2006).Sceptics have implied that the Certification Body more or less

i nvents the criteria as they go along, bec
objection procedure is also not inline wit!l
label ownelis the one that determines how objections are handled.

Stakeholders from the fishing industry have expressed their concerns that the MSC might

be overly influenced by environment al NGOs
the future (Loftsson, 2004)They think that the MSC is becoming far too powerful in its

field, almost having a monopoly in certification for wild captured seafood products
(Bjarnason, 2006). They also believe the MSC to be is far too complex, expensive and

time-consuming.

3.2. Friend of the sea

Foll owing the MSC6s success Dr. o Bray

Earth Island Institute, founded a new ecolabelling scheme for seafo
2005, called Friend of the Sea (Palmer, 2007). His vision was to provid
inexpensive, but relde, third party ecolabel for seafood originated from sustainable
fisheries and aquaculture, using only secondary data.

3.2.1. History

Friend of the Sea is originally founded in Italy with financial backing from the European
Union and the Earth Island Institutévans, 2007a). It is thought of as an alternative to the
MSC label, focusing on being simpler, cheaper and lessdonsuming (Holland, 2007).
The main idea is therefore to use only data already in the public domain and not to insist on
expensive primarresearch that can take years to complete. Friend of the Sea is therefore
able to offer its services for a fixed price, which in the beginning was a 1.000 &antg y
fee per product with same origin, but got raised up to 2.000 Euro in 2007, with an
addtional 2.000 Euro fee for the first year (FOS, 2007a). The yearly fee covers audit
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costs, logo licensing and promotion of products during Friend of the Sea ekertsd of

the Sea productare audited and certified by accredited third party certife@sording
guidelines set by FAO

When Friend of the Sea first started its operation in 2005 it got good response from two
large retailer chains in Europe; Carrefour, which is the second largest retail chain in the
world, and Coop ltalia, whichisthe mdint al i an retailer chain an
cooperative in Europe (Palmer, 2007). These retail chains created a demand for the label
amongst producers and distributors. Soon after its creation, Friend of the Sea had fairly
large portfolio of cliend, including the US distributor Black Pearl, the organic aquaculture
producers Johnson Seafarms and Framgord in the UkCatich seafarms in the Shetland
Islands, and the Canadian salmon fishery in British Colombia (FOS, 2007b).

Friend of the Sea has now &mployees working in its offices in Italy, UK and USA. In

the short time that the labelling scheme has been in operation it has been quite successful
in specific market areas, namely in ltaly, Portugal and Switzerland. The labels
management team is yeoptimistic about the schemes future and even predicted in 2007
that Friend of the Sea would become the main international certification scheme for

sustainable seafood within a year 2008 (Evans, 2007a).

3.2.2. Methodology and standards
Friend of the Sea methoagly is to us existing data to certify seafood (wild caught or
aquaculture) against published Friend of the Sea criteria, through accredited third party.
The certification is voluntary and open for everyone, irrespective of size or intensity. The
requirenents for certification are focused on 5 main topics, where four of them are listed as
essential and one as recommended. Following are these five requirements (FOS, 2007c):
1. Species and stock status criteria (Essential):

V The targeted and byaught speciesaninot be included in the IUCN Redlist
of endangered species.

V The targeted and bgaught species cannot be overexploited nor depleted or
recovering, based on the most recent FAO and Regional Fishery Bodies
assessment. An exception is made for those toaditifisheries whicla)
respect all other criteria; b) represent not more than 10% of the total catch
of the overexploited stock; c) should be taken as a positive example of well
managed low impact fisheries and thus be promoted.

V The targeted and bgaughtspecies cannot be data deficient. Sufficient
information on species and stock status from reliable sources e.g. FAO and
Regional Fishery Bodies are required for certification i.e. precautionary
principle applied.

47



2. Seabed impact criteria (Essential):
V The targeted species cannot be fished by gears that impact the seabed,
unless evidence is provided that the impact on the seabed is negligible.

3. Selectivity criteria (Essential):
V The targeted species cannot be fished by gears that have discard levels
higher tran 8%, considered by FAO 2005 to be the average discard level
worldwide.

4. Legal criteria (Essential):

V The fleet fishing the audited product must respect TACs (Total Allowable
Catches), if in place.

V The fleet fishing the audited product must include no I{Uegal,
Unreported, Unregulated) fishing vessels in order to allow companies and
stakeholders to monitor their suppliers and the origin of their raw material.

V The fleet fishing the audited product must include no FOC (Flags Of
Convenience) fishing vessein order to allow companies and stakeholder
to monitor their suppliers and the origin of their raw material.

V The fleet fishing the audited product must respect national and international
legislation.

5. Management criteria (Recommended):
V The fishery shoultbe managed accordingly to its size and cultural context.
V The Fishery should operate according to the precautionary principle.
V The fishery should incorporate a monitoring and research process.

In addition to these requirements, a traceability system to@sin place in order to
demonstrate that the product audited respects all requirements of the Friend of the Sea
standard. The Friend of the Sea solely addresses sustainable harvesting of fish stocks and

does not take into account soeji@conomicalor technological issues

In short, the methodology behind the Friend of the Sea labelling scheme is equal and
voluntary access to inexpensive third party accreditation that is founded solely on
sustainable harvesting of marine living resources, evaluateddaogdo the requirements

of the Friend of the Sea using existing information provided by FAO and Regional Fishery

Bodies.

3.2.3. Governance
A two-man board of directors manages daylay operation of the labelling scheme and a
six-person advisory board oversgm®ject development in various marketplaces, where
each person on the board is responsible for his or her area (FOS, 2008a). . A Technical

committee, made up by roughly 30 stakeholders from various governmanthinon
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governmental organisations, scifintinstitutions and the fishing industry are responsible

for constructing and maintaining the standard. Finally there is one person that takes care of
objections, but that person is theoretically independent from Friend of the Sea, in order to
fulflISO6s requirements for a third party | abel
There are currently only two accredited certification bodies that are allowed to audit
productsd chain of custody and fisheries
criteria (FOS, 2008b).However other certification bodies have applied for the role and

will have their auditors trained in the next few months.

The accreditation process is very simple. Interested clients contact an accredited
certification body, which audits the fishery accordiad-tiend of the Sea standards. If the
fishery measures up to the standards, the certification body presents the audit before the
Friend of the Sea, which publicises the findings on its home page for a specific objection
period. If that period surpassesdthwut any objections being submitted, the fishery

becomes Friend of the Sea certified.

3.2.4. Effectiveness

Friend of the Sea has only been in operation for little over two years and it is therefore
difficult to evaluate its effectiveness, especially since tleasures applied generally take
longer time periods to have an affect on the environment. Econenaicdl social
effectiveness of the program is also difficult to evaluate, since it is not a part of its defined
scope. Itis however apparent that the sahés more important in some areas than others,

as majority of certified fisheries are for example located in Italy, Senegal and Portugal
(FOS, 2008c). Also, majority of retailers selling Friend of the Sea labelled products are
located in just three coums; Italy, Portugal and Switzerland. Other areas are therefore
scarcely affected by the labelling scheme.
The economic efficiency of the scheme depends on acceptance from retailers and
consumers. Some large retail chains in southern Europe have sdpihertinitiative, by
favouring Friend of the Sea certified products, which has created a market based incentive
for producers with interests in those markets to apply for certification (Palmer, 2007). The
Swiss retail chain Manor has for example declainad they will only sell Friend of the Sea
certified cod, salmon and halibut in the future (Fishupdate, 2007a) and Italian retailers
have promised to reserved space on their shelves for Friend of the Sea certified products
(Fishupdate, 2007b). But a détd study on the economic benefits of the program is

however missing.
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3.2.5. Costs and funding

Certification cost per product with same origin is 2.000 Euros per year, which covers audit
costs, logo licensing and promotion of products during Friend of the etsevlhere is

also an additional 2.000 Euro initial fee collected the first year. These are very moderate
fees in comparison with the MSC, and it is therefore apparent that the labelling scheme
needs some outside funding. Various governmental agen@i@s, NGOs, individuals,
companies and charitably funds have supported the scheme, but information regarding the
schemes funding is scarce, which is particularly awkward for this sort of an enterprise,

where transparency is vital.

3.2.6. Criticism

Friend of theSea has received a great deal of criticism from all directions ever since it was
first introduced. The loudest complaints have primarily come from environmental NGOs,
which c¢claim that this is a #Alow cost, | 0\
enviromentalists claim that the standards are often vague and unsustainable, especially
concerning farmed seafood (Food and water watch, 2007). The fishing industry on the
other hand has accused Friend of the Sea for being inaccurate and unreliable, which for
example represents in them outlawing species that are in fact harvested sustainably, such as
haddock (NASBO, 2007).

The labelling scheme can also be criticised for providing little information on its
managerial procedures, funding anddiagay operation.An annual report is for example

not presented on its home page, and there is no information available on who are their
main financial contributors. Mr. Bray appears to be almost solely responsible for the
progr am. The <col | ec tomtbenTechnical ommitpee nefdresedts @ € p r ¢
very narrow portion of stakeholders. A major player from the-géltth fishing sector is

for example missing from the committee, whilst there are 8 representatives there from
environmental NGOs (FOS, 2007d). Regentatives from the scientific community on the
Technical committee represents a similar imbalance between stakeholders, as the three
scientific experts on the committee do all come from a single university in the Azores.
Governmental organisations witkpresentatives on the committee come from countries
that do not rely heavily on fisheries i.e. Costa Rica, Belgium and Australia. NGOs with
representatives on the committee are a homogeneous group of environmentalists i.e. 3
representatives from Earthldad institute, 2 from Friend of the Sea itself, 2 from the

Swissbhased FaiFish and Ocean care, and one from an Italian forest certification scheme.
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3.3. KRAV

The Swedish ecolabelling scheme KRAV has been engaged in a proje~* *~
Scandinavian waters since 2001 (KRAV, 2008a). KRAV had before meuiy=="
focused on organic certification, but after having developed a criteria for organic

develop standards, inspecti@md certification for sustainable fisheries

aquaculture, they also decided to look at wild capfistesries. It took them four years to
finalise the standards and in 2004 they began to certify individual fisheries. However, only
a handful of fisheries have applied for certification, but that is probably caused by the fact
that the KRAV label is malyg developed for the Swedish market and is relatively

unknown in other countries.

3.3.1. Methodology and standards

KRAVO6s standards include all parts of the
in order to verify that products sold as KRA¥rtified have not been mixed with non
certified products (KRAV, 2008a). The standards focus on three main parameters, which
are the condition of the stock, application of the vessel and the fishing method, but in
addition there are some very specific condititivet the product needs to meet throughout
all of its life cycle i.e. production, transportation, waste management etc.
The basic principles and standards for assessing the stocks are set to ensure that certified
fisheries are operated on stocks that astasmable in the lonterm, which means that the
collective fishing pressure on a stock may not exceed its production capacity or endanger
the balance in the marine ecosystem. Assessments of the size of the stock shall apply the
precautionary approach, ar@ng for example that a fishery can be refused a certification
due to insufficient knowledge. ICES advice on the stock shall be considered and the
Fishing committee shall demonstrate how it has considered the ICES advice in its own
recommended decision.

In order for a fishing vessel to be certified its operations must be planned and run to cause
as little environmental impact as possible. KRAV does for example stipulate what kind of
gasoline, hydraulic oils, lubricating greases and cleaning agentalibveed to use, and
waste disposal needs to meet certain criteria. KRAV refuses to certify vessels using two
stroke engines and vessels that are painted on the bottom with paints containing tin.

Fishing methods that are certified by KRAV must be adamethihimise bycatch. The
fishing methods do also have to create as little impact on the surroundings as possible and

cause the least possible suffering to the animals prior to death. Documentation needs to be
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extensive, as vessels greater in length tHaméters do for example have to be equipped
with a AVessel Monitoring Systemo that rep
speed to an organisation that gathers data at least once every hour. The only fishing gear
that is absolutely forbidden aacling to the KRAV standard is the beam trawl, but other
gear is subject to some provisions. Bottom trawling is for example only allowed in
predetermined locations in order to minimise benthic disturbance, and the gear must be
equipped with devices such Bacoma window in order to increase its selectiveness.

It is not enough to fish from a sustainable stock using environmentally friendly methods, in
order to be allowed to label the final product with the KRAV label. Other issues in the
products life cycledo also have to be in accordance with the KRAV standard. Processing
does for example have to use minimum amounts of energy and choose the best available
fuels. Additives and other raw material used in the processing must come from natural
sources. Usim cheap processing labour with unsatisfactory conditions is not consistent
with KRAV certified processing. Transportation shall be kept at a minimum and the
means of transportation needs to be as environmentally friendly as possible. Waste
management dsealso have to be taken into consideration on each stage of the production
process and the final product has to be predominantly packed in recyclable packaging that
is produced by a company affiliated with REPA (Swedish company). It is therefore
apparenthat KRAV labelled products need to fulfil rigorous conditions that apply not only

to the fishery itself but also to the products whole life cycle.

3.3.2. Governance

KRAV is a typical third party labelling scheme and is governed as such, but because the
label isused to accredit a very vide range of products against quite divergent criteria it
needs to be split up into several departments, which are collectively governed by the board
of directors (KRAV, 2008a). The Fishing committee, which consists of varioupatent
stakeholders, is responsible for coming up with the standards and to monitor compliance,
following the boardds approval

Consistent with standards set for third party labelling schemes, there is an impartial third
party that needs to evaluate thegruct s agai nst KRAVO6s standat
only four certification bodies that have been accredited by KRAV and are therefore
qualified to evaluate products against its standards. These four accredited certification
bodies are all located in $&den, but are nevertheless able to provide their services all
around the world (KRAV, 2008b).

52



3.3.3. Effectiveness

KRAV has been certifying fisheries since 2004 and has in that time been unable to raise
general interests amongst producers or consumers, whicbhbahty caused by the fact
that the label is almost solely recognised in Scandinavian (mainly in Sweden). Only a
handful of producers have applied for the label and it is therefore difficult to comment on
its effectiveness. But the lack of interest frggroducers suggests that it is not very
economically effective. Evaluating sociadand environmental effectiveness based on
already certified fisheries is also difficult, because of the lack of certified fisheries. But the
potentials are however therense the standards are more extensive than of other similar
labelling schemes. The standards are for example designed to take human rights issues
into consideration and the scope of the label covers the whole life cycle of the product,
whilst other similadabels only look at a specific subset of a products life cycle.

3.3.4. Cost and funding
The cost involved in acquiring the KRAV label for a seafood product is mostly dependant
on the complexity of the assessment (KRAV, 2008c). These fees are paid direcdly to th
Independent Certification Body and are according to Mr. Palsson (2008) generally not very
high, at least in comparison with the MSC label. The certification is valid for three years
and is then up for reertification. The fee that is paid directly KdRAV is a licence fee
that is a proportion of the total sales value of the product, ranging from 0,2% to 0,5%
depending on the turnover. The fee is 0,5% as long as the turnover is between 1 and 80
million SEK, but they charge a fixed price of 400 SEKhi¢ turnover is below 1 million
SEK. In addition KRAV charges 10.000 SEK for each application.

KRAV6s income in 2006 was <c¢close to 51 mil!l
from grants and subsidies. The labelling scheme therefore, unlike most intilar s
initiatives, pays for itself and does even return a small profit (KRAV, 2007d). Almost all of
the revenues coming from logo licensing are originated from the organic sector, where
dairy products contribute 1%3f the income, but other product gpsutrail far behind with
less than 10% each.

3.3.5. Criticism
KRAVO6s problem is that it i' S not very wel
however very well known amongst consumers that are into buying organic products in

Scandinavia. It could therefore m®rthwhile for producers that think they have a product
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that would fit in with that consumer group to explore this option. Abba Seafood AB did

for example get the KRAV label for some of its herring that is sold in Scandinavia, with
favourable results (Ata, 2008).

KRAV is also a part of the International Federation of Organic Agriculture Movement

(IFOAM), which could help certified seafood producers to market their products alongside
organic products. But the bottelime is that KRAV needs to get moreaseod products

accredited in order to raise interest for producers, retailers and consumers.

3.4. Joint Scandinavian label

At times there have been talks of implementing a special joint Scandinavian ecolabel for
seafood products, but even tough these couritaes a lot in common they also have quite
different setups for their fisheries that make it difficult for them to unite under one set of
standards (Bjarnason, 2005; Wessels, 2000). The Scandinavian countries as a whole have
therefore been unable to implent a joint labelling scheme, but the Nordic Council has
instead worked rigorously on adapting a criteria for voluntary ecolabelling programs that
private initiatives could use to implement their own labelling schemes (Norden, 2000).
They have alsoworkk cl osely with FAO on constructing
fish and fishery products from marine captu
The possibility of establishing a label designed especially for Iceland, Norway and Faroe
Islands has also been exploredafBason, 2005). But the Norwegian seafood sector
decided to prefer the MSC label. There have already at least four Norwegian fisheries
applied for MSC certification and few others are interested to follow their lead (MSC,
2008e).

Iceland and Faroe Islda have also explored the possibility of establishing a joint label for
their fisheries. This option was for example discussed in a workshop held in the summer
of 2007, where various stakeholders from these two countries convened to discuss
sustainabilityissues and fisheries (Matis, 2007). The workshop however revealed that
there is a large difference between how the industry is operated in these two countries, as
catching, processing and marketing is generally controlled by the same company in
Iceland,while it is run by separate companies in the Faroe Islands. It is therefore much
simpler to implement an ecolabelling scheme in Iceland than in the Faroe Islands. The
difference could discourage these countries from working together, because they do not

look at the supply chain from the same perspective.
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3.5. The Icelandic label

Various stakeholders in the Icelandic fishing industry, with LIU (The Federation of
Icelandic Fishing Vessel Owners) at the forefront, are presently working on a standard for
anlcelali ¢ third party ecol abel, according to
ecologist and the chief designer of the forthcoming label. The label is going to be in
accordance with FAOO0s nguidelines for the
mar i ne capture fisherieso and i nternation
responsible for the assessment. The label is still being developed and information on it is
therefore very limited. The standard and its criteria have not been pubpshduit they

are going to be especially adapted for the Icelandic fishing industry as a whole, according

to Mr. Porarinsson. The standard is going to focus on responsible and sustainable
utilisation of fish st ocks,ofthelaglandic fighetes ng t F
management system. Other variables, such as seabed disturbance, fuel efficiency, GHG
emissions, social impacts, recycling and other issues that might be considered relevant are

not going to be taken into account, since the orsabf the scheme believe that these

issues will not be required by retailers and consumers, at least for the next decade,
according to Mr. pPérarinsson.

The standard is going to be ready in the f.
less expense than the MSC label, but costs and funding is not yet finalised. The labelling
scheme is meant to be designed in such a manner that the entire Icelandic seafood industry

is easily going o be able to attain certification.

This chapter has attempted toalyse the available alternatives that Icelandic seafood
producers have regarding third party environmental labelling of their products. The
analysis has reviled that the available alternatives differ considerably. The MSC label is
for example the markeeader, with widespread acceptance amongst most stakeholder
groups, large portfolio of participants and a logo that has become a household trademark in
the industry. The Friend of the Sea label is more controversial, since it uses the bare
minimum of inbormation for their assessment. But the label is very inexpensive and is well
recognised in specific market areas; namely in Italy, Portugal and Switzerland. The
KRAYV label is relatively unknown in the seafood industry, as its portfolio of certified
fisheries is almost nowexistent, but the logo itself is well known amongst organic

consumers in Scandinavia. The possibility of implementing a joint Scandinavian label has
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been explored, but without any success. The likelihood of such a label being developed
whether by the Scandinavian countries as a whole or in a cooperation of individual
counties, is very remote. A future Icelandic label is presently being developed and is
expected to be available in the autumn of 2008. Its standards are still unkniwime b

label is supposed to be designed so that the entire Icelandic seafood industry is going to be
eligible for certification.

These are the available alternatives, but in order to evaluate how compatible they are with
the Icelandic seafood industry tkeis a need to analyse the industry, focusing on issues
that are relevant regarding environmental labelling of its products. That is the objective of

the next chapter.
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4. The Icelandic fishing industry

The objective of this chapter is to introduce the leéia fishing industry and to analyse it

in issues related to environmental labelling. This is done in order to clarify the
compatibility of the Icelandic seafood industry against the labelling alternatives that are
available.

The Icelandic fishing industris first introduced in general where the history and current
situation of the fisheries management system is accounted for. Relevant ecolabelling
issues are then analysed in more detail, were the issues are first explained in a global

contextandicelahd6s performance in addressing them i

4.1. History and current situation

|l cel andds posi ti on-Atlantic grdvides ammost d Ungue odporttnitye No r
regarding management of tinea t i noarin@ sesources, because Icelanderdife most

parts do not share their fish stocks with other nations. This was however not the case
before 1976, when the country obtained sovereignty over its 200 nautical mile fisheries
jurisdiction, as fishing fleets from all over Europe had in greargxXished from the rich

fishing grounds around Iceland (The Resource Committee, 2000). But the Icelandic
government had nevertheless started to implement various management mechanisms way
before it was awarded soul custody of its fishing grounds and foadexample
implemented a catefuota system for localised lobster, shrimp and scallop stocks as early
as 1973 (Ministry of Fisheries, 2007b). But after having obtained soul custody over the
entire fishing ground, they began to implement a more comprebensanagement
system.

At first they solely focused on the cod stock, because it was economically their most
important stock and in biggest need for protection (The Resource Committee, 2000). In
1977 they implemented an effort control system that lintilednumber of days that boats

were allowed to target cod. But that did not turn out to be a success. Cod catch increased
enormously, partly because vessel owners invested heavily in better gear to be able to use
the time that they were allowed to targedd more efficiently, thus resulting in
overinvestment and overexploitation. In 1981 cod catch of Icelandic vessels had reached
470 thousand tons and had then increased by 35% under the effort limiting system (IMRI,
2007). It was evident that the systevas not working as expected and it was therefore
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abandoned in 1984. Instead a mixed system of @pioka and efforguota was
introduced, where at first larger vessels were allowed to choose whether they were
allocated a fixed IQ (Individual Quota) orspecific number of days allowed at sea. But
gradually all boats over 15 GRT were incorporated in the 1Q system and smaller boats
were allowed to stay in the effequota system.

The catchguota system turned out to be quite effective, as vessels inytaimsmore or

less kept to their quotas (The Resource Committee, 2000; Anonymous, 1997). The effort
guota system however did not manage to regulate the amount of fish caught, as vessels in
that system grew in numbers from about 800 to 2.200 in just ayéans. They also
became much more efficient as they applied new technology in vessel design and fishing
gear design. In the beginning of the quota system these boats were expected to catch 3,3%
of the TAC of cod, but they went far above that and werexample responsible for 27%

of the total cod catch in 1995. The effgrota system was therefore gradually abandoned
and as of 2006 all fisheries in Icelandic waters are managed under ajgatahsystem
(Directorate of Fisheries, 2006).

Important chage was made 1990, when the quota was made transferable, opening up for
consolidation and economical optimisation in the industry. It seems like that change has
enhanced the economic performance of the system, asshats have accumulated in

the handsof some while others have decided to sell their gsbtae and leave the

i ndustry. Suggesting that f@Abetter runo co
expense of those not returning enough profits (Arnason & Gissurarson, 1999). The biggest
companies have in general been acquiring a larger part of the-shaxe while the
smaller ones have been leaving the industry. It therefore looks like the principle of
economics of scale applies in this industry. The twenty largest quota holdersrfgiexa

who owned 36% of the quota in 1992, own now 66,5% of the overall quota. The ten
largest companies own 51%, and the largest one owns almost 12%. Roughly 82% of the
entire quota share is in the possession of only 50 companies (Directorate of §isherie
2007a). The government was however concerned that if left unregulated, the entire quota
share would gradually be bought up by a handful of companies, which does not fit the
government 6s regi onal devel opmentdgabdwi cvy.
much a single company can own of the overall qsbae (The Resource Committee,
2000).
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Iceland has been developing its fisheries management system since before it got custody of
its fishing grounds (The Resource Committee, 2000). The systnsthow in place is a
comprehensive Individual Transferable Quota (ITQ) system that is constantly being
adapted. ITQ systems are in essence very economically driven, as the objective of turning
the quota into fAprivate persotp tinktapoot the §isht o e
stocks as a lonterm investment and to focus on their marginal benefit. The ITQ system is
superior to other management systems because it makes it easier for quota holders to plan
ahead, specialise, consolidate and optimigheir operation. They are for example able to
invest in new technology that suits their quskeare, knowing fairly accurately how much

of each species they will be able to fish in the future. They are also able to increase their
quota according to theproduction capacity by investing in more qustare. They can
specialise in catching and processing specific species of fish, as the ITQ makes it possible
for them to trade quotas in one species for another. Consolidation of smaller companies
can be avourable, as the principle of economy of scale generally seems to be in effect in
the industry. It for example appears obvious that economic optimisation can be attained by
using fewer and betterquipped vessels to catch a fixed amount of catches @un&s
Gissurarson, 1999).

Economists emphasize that the ITQ system is the best method available to maximise
(economic) utility of the recourse for everyone, as it gradually optimises the profits
arriving from each kilogram caught, as can be seen on figar@#lborn, 2007; Arnason

& Gissurarson, 1999; Shotton, 2000). This ensures not only maximum profitability for
qguota holders, but also for the nation as a whole, since the resource is being utilised as
(economically) efficiently as possible. But it neeid be taken into account that this is a
process that takes time, especially if there is an overcapacity in the industry when the

system is first implemented.
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Figure 4-1: ITQ as a tool to induce optimal effort in a fishery
Theoretically economic benefits of the ITQ system are obvious, .
shouldwith time ensure optimal utilisation of the stock by minimizi
cost per each kilogram caught (Source: Arnason, 1999).
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If an ITQ system works according to plan, economical considerations should autognaticall
make sure that environmental objectives are being met, or at least being taken into
consideration. Because keeping the stocks at healthy levels, which includes treating their
ecosystem with respect, is economically practical.

As a downside, the systemoa&s not take into account fairness or human aspects
(Haraldsson, 2001). Monetary values solely decide who survives in the industry, which
can be devastating for stakeholders that get stubletween. Whole communities can for

example be left without augta because a single quota holder has decided to sell his quota

share. The system can also act as a severe entrance barrier, since those who want to buy a

boat and start fishing have to buy expensive quotas in addition to the necessary equipment.
This is considered to be unfair by some, because those who were awarded quota when the
system was originally implemented got it for free. This opinion is shared byuiman

Rights Committee of the United Nations, which in 2007 ruled that initial implementation

of the system had been discriminating, as the fishing rights had been donated to a

privileged group of stakeholders (CCPR, 2004).

Some mitigating measures have been considered to address these problems, but they

generally have the unfortunate side effettreducing the economical efficiency of the
system, by constricting possible optimisation in the industry (The Resource Committee,
2000). Community quotas have been tried as a part of a regional development policy, to
keep fishing villages alive. But dh generally only keeps uneconomic businesses afloat
and is therefore unpractical for the nation as a whole. Other means of distributing the
guota have also been considered, where authorities for example would auction off the
quotas, each year, or on aader time scale. But that could prevent necessary investment
in the industry since companies could not be sure of attaining necessarglia@an the
future.

The quota systemdéds success in protecting
consistently increased while others have shown little signs of recovery (see appendix 5).
The haddock stock has for example increased threefold since the initial implementation of
the system in 1984, whilst the cod stock has declined by 25% (IMRI, 2007).

The cod stock is economically by far the most important stock in Icelandic waters,
representing for example 39% of total seafood export value in 2006, which makes it
particularly important that management measures concerning the stock return a successful
outcome (Statistics Iceland, 2008a). But as can be seen on figRirendre than two

decades after initial implementation of the quota system, condition of the stock has not
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improved, even though quotas have been drastically reduced, cutting the nationay TAC

half since the initial implementation of the system (IMRI, 2007).
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Figure 4-2: Develp ment of the I celandic cod st

(Source: IMRI, 2007)

Condition of the cod stock has been used on numerous occasions to criticise the efficiency

of the management system. But there might be several explanations for this disappointing
performance of the ITQ system regarding the stock so far. Actual catch has for example
gone far beyond the recommendations of the IMRI. The reasons for that may partly be
defined as growing pains of the system, as for example represented in the huge
underestimation of the small boats fishing capability. But it could also be blamed on
politics, because TAC decided by the Ministry of Fisheries has frequently surpassed the

| MRI 6s recommendati ons. Since the quota
Mini stry of Fisheries has issued a TAC in c
by 14% and the actual catch has been 26%
amounts to roughly 1.200 thousand tons of cod in little over two decades (IMRI, 2007).

Since 1995 the IMRI and the Ministry of Fisheries have appliedasol | ed fAcatch r
determine how large a proportion of the cod stock should be caught each year. Until 2007

that rule stated that cod quotas should be 25% of the fishable stock sthatfpubportion

was lowered down to 20% for the 2007/2008 gwyatar, based on recommendations from

IMRI and ICES (IMRI, 2007; ICES, 2007a).

Another possible explanation for the poor success of the ITQ system in rebuilding the cod
stock might be found inhe fact that bigger and older individuals of cod have been
especially targeted, for economical reason
and bi gger cods have a better survival r
(Herbertssonet al., 2004). Consequently, recruitment could be affected by the age

distribution of the spawning stock. The government therefore limited the allowable size of
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gillnets down to 8 inches in 2006, in order to protect the older cod (Ministry of Fisheries,
2004).

Dscards have also been suggested as a possi
vessel owners where trying to run their business with a very limited-gbata. They
consequently had to lease the quota at very high prices, which encouraged disthed
lesser valued catch i.e. highgrading. This problem has probably diminished by now,
because most vessel owners with limited isbtare have gone out of business. Those
who own vessels today do therefore not need to discard because of a lackaof Ghe

IMRI estimated in 2006 discards of cod to be 1,27% of the total catch (P&ssdn

2006).

Alongside the ITQ system itself, some other regulatory measures are applied in order to
protect vulnerable areas, younglings and important spawninqidso But the Icelandic

ITQ system is constantly being adapted, by taking all relevant issues into consideration.
Following is an analysis on how various issues that are relevant to environmental labelling

have been addressed.

4.2. Performance regarding various ecolabelling issues

l celand is the worl ddés el event BOnmilbontgnsst s u |
of fish a year (Glitnir, 2007). The export value of Icelandic seafood products in 2006 was

124 billion IKR, representing 73% of total valoé exported goods and 7% of the GNP
(Statistics Iceland, 2008a). Roughly 4% of the workforce is directly employed by the
seafood industry and related jobs represent an even larger portion of the population.
Iceland is therefore economically and sociakyy dependent on the seafood sector, which

makes it even more important that the resource is utilised sustainably. The same issues
that are relevant to environmental labelling should therefore also be of particular interest

for the Icelandic nation aswhole. Following is an analysis on how Iceland addresses
these 1issues; first explaining them on a

performance in resolving them.

4.2.1. Stock status

The worl dbés tot al fish productnitamg ofiwvmch 2 00 5
106 million tons were used for human consumptiprgviding an apparent per capita
supply of 16,6 kg (FAO, 2007a)Aquaculture accounted for 43% of the total production
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and wild capture for 57%, as marine capture fisheries amounted asta8&m million tones

and inland capture to roughly 10 million tones.

The global wild capture fisheries production has been relatively stable for the past two

decades at around 90 million tons, despite of increased efforts being applied; and would in

factlaeve decl i ned s

i nce earl

y

906s i f it wer e

largest fishing nation.But if a longer time period is examined, one can see that world

capture fisheries production has almost quintupled in the last 50 years, as<ss@nhe

production si

f
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World capture fisheries have increased fivefold in the past five decades
(Source: FAO, 2007a)
This increasing pressure on

t h mg invpoorérd 6 s

conditions of the stocks, as most of them have severally declined over the past few

decades. Almost 1730f all stocks are currently presumed overfished, roughly half fully

exploited, 1/8' moderately exploited and only 3% under exploiteA®, 2007a). Fishing

fleets with tremendous overcapacity are fishing from ever dwindling stocks, as the

worldwide fishing fleet is thought to be up to 250% larger than what is needed to fish at

sustainable levels (Oceana, 2007).

This development hasd rasncerns amongst

stakeholders all across the globe and scientists have warned that stocks could collapse if

fishing pressures are not reduced. Some of the more pessimistic scientists have even

predicted total extinction of all major fish stocks wittihee next fifty years, if current

trends continue (Worrat al, 2006). Environmental labels top priority should therefore be

to ensure that stocks are not being overfished.

For a labding scheme to be able to reliably assess if a particular stock i3 bamested

sustainably, there is a need for extensive and reliable information to be available on how
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the stock has prevailed in the past. Labelling schemes typically have the precautionary
principle as a core philosophy in their assessment, emphasighdack of available
information cannot be interpret favourably for the fishery; the environment is always
entitled to the benefit of a doubt. The available data on stocks in Icelandic waters are very
extensive, as they have systematically been resedsince the beginning of last century,
which makes assessment of present stock sizes in comparison with historic data relatively
easy (IMRI, 2008a). Iceland has also a big advantage in assessing and managing its fish
stocks compared to most other fiskeeri because most of its stocks are solely located
inside its fisheries jurisdiction. Fish stocks in other locations are generaifacaged by
several nations, as the same stock is typically located inside the jurisdiction of more than
one country. Mamgement of mutually owned stocks, particularly straddlimmgmigratory

stocks, is generally very difficult and typically leads to mismanagement (UN, 1995).

The avail able data on Il celandbs most i mpor
considerablysee appendix 5). Cod, Greenland halibut, scrimp and plaice are for example
struggling; whilst pollock, catfish and redfish are at healthy levels; and haddock, herring
and blue whiting are in very good condition. Information on the capelin stock is Bowev
conflicting as | MRI 6s measurements in 2007
healthy condition, but the volume of capelin that arrived at the spawning ground in 2008
did not support those measurements.

The conditions of the most important ste in Icelandic waters are as follows (IMRI,
2007):

A Cod: The cod stock is only a third of what it was fifty years ago. Implementation
of the ITQ system resulting in severe reductions in caches has not improved the
condition of the stock.

A Haddock: The haddock stock is in a very good condition and has tripled in size
since the quota system was first implemented in 1984. Catches have consequently
doubled and are expected to remain stable at around 100 thousand tons.

A Pollock: The pollock stock is characteed by severe natural fluctuations, but the
overall trend for the past three decades suggests that the stock is in a healthy

condition.
A Redfish: There are two different redfish stocks utilised in Icelandic waters. They
are both recovering after haviige en over fi shed in the 8

improving, but they need more time because the species grows very slowly and
does for example not become mature untill&4years of age.

A Greenland halibut: The Greenland halibut is in a critical condition. eT$tock is
transboundary, living inside the EEZ of Iceland, Greenland and Faroe Islands.
These countries have not agreed on a cooperative management scheme, which has
resulted in a severe overfishing; particularly on the Faroese side. Iceland has
attempéed to address the problem by reducing quotas, but lack of compliance from
Faroe Islands and Greenland suggest that the fishery will remain unsustainable.
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Plaice: Pl ai ce was severally overfished in
has not recovetedespite quotas being cut in half. The stock is believed to be less
than a third of what it was when the quota system was first implemented in 1984.
Catfish: The catfish stock has been relatively stable for the past two decades and
catches have also ramed stable between 13 and 16 thousand tons a year, in
accordance with scientific advice. The IMRI has though revised its advice in the
light of disappointing recruitments for past few years and the quota for 2007/08 was
therefore set at 12.500 tons. tBbe IMRI had wanted to reduce catches down to
11.000 tons, as precaution because the stock is slow growing. Catfish does not
become mature until-8 years of age.

Tusk: The tusk stock is in a good condition and catches have been stable for the
past fewyears at 46.000 tons.

Monkfish: The monkfish stock is in a very good condition despite of severe
increase in catches for the past few years. Increased distribution caused by higher
sea temperature might be the main explanation for this development.

Herring: There are two separate herring stocks that are utilised by Icelandic
vessels. The Icelandic summer spawning herring that lives solely in Icelandic
waters and the Norwegian spring spawning herring, which is a migratory stock.
Both of these stockgain a very good condition and have not been this large since
in the 606s.

Capelin: Size of the capelin stock is characterised by severe fluctuations,
explained by the fact that the capelin dies after having spawned for the first time, at
the age of thre. The stock is very unpredictable, which makes it difficult to predict
the condition of the stock.

Blue whiting: Blue whiting is a migratory stock that is spread all across the North
Atlantic. Numerous countries utilise the stock, but Iceland acsdanabout 15%

of the catches. The stock is in a good condition despite of being harvested far
above scientific advice, but lack of cooperation caused by lowest common

denominator problems have caused TACOS

volumes.

Lobster: The lobster stock has been in a stable condition for the past three decades
and catches have been relatively stable for the past few years.

Shrimp: There are many shrimp stocks located in Icelandic waters, but they are all
in a critical conditiomas represented by diminishing catch numbers. Total catch in
2006 was for example only 2% of what is was ten years ago.

This list shows that other issues aside, haddock, pollock, catfish, tusk, monkfish, herring,
blue whiting and lobster should be eligikfior ecolabelling, based solely on the condition

of the stocks.

4.2.2. Efficient management system
Vital factor that needs to be in place for a fishery to be able to implement a reliable and
credible environmental labelling scheme is an efficient managemeetrsysat ensures
that the stocks are being harvested in accordance with best available scientific knowledge.
There are numerous management systems available, but the most generally accepted

methods are transferable cafiotas that are applied in combioat with other types of
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restrictions, such as area closures, gear restrictions, vessel restrictions etc. (Shotton, 2001,
Gissurarson, 2004; Emerson, 1998). If applied correctly ITQ’s make sure that all stocks
are harvested in accordance with scientificieel Nontransferrable fishing rights on the

other hand typically cause that fisheries in one species need to be suspended when quotas
in another have been exhausted. Fishing effort quotas have also been used in various
fisheries, but they are generaliypable to regulate with any certainty the amount of fish
being caught, as demonstrated by the Icelandic effort quota system applied for small
vessels. The ideology behind an effort quota system is that by keeping a fixed effort the
catch will also be aiXed portion of the stock size. Although this looks practical in theory
experience has shown that it is almost impossible to keep a fixed effort when new
technology is constantly being incorporated into the industry.

Responsible allocation of quotas ise@stial in order for the management system to work
correctly. Whether using catefuotas or efforguotas, authorities have to decide how
much quota is allocated, either in the form of TAC or effort units, and they must also make
sure that these quotasdronoured. Efficiency of a quota system is severally jeopardised

I f quotas are decided too high or i f TACOS
many fisheries wher e politics frequently
recommended by scigsts, either because politicians are looking out for short time
interests of their constituents, or because the lowest common denominator is agreed upon
when quotas for transboundary stocks are decided (Mikalsen & Jentoft, 2003; Reuters,
2007). Manycounr i es are in addition fiunabl ed to ¢
of available resources or insufficient firmness from authorities (FAO, 2007a; ICES,
2007a).

Iceland is in the forefront of nations that use ITQ systems to regulate their fishBuges.

like most other nations in the Northern Atlantic, Iceland has been doing rather poorly in
allocating quotas in accordance with the best available scientific knowledge and even
worse, vessel owners have consistently managed to fish beyond TAC levalsniemous

years, as demonstrated earlier in this chapter, in the case of the cod stock. The system has
though been getting better as authorities have increasingly complied with
recommendations of scientists and most loopholes that were allowing vesses$ dovfish

beyond the TAC have now been closed. But taklenévertheless shows that compliance

with | MRI 6s recommendations are stil!l Il acki
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Table4-1: Compliance with IMRI'secommendations 2005/06

IMRI TAC Catch  [IMRI/catch

Cod "198.00 198.00( 209.00 1069
Haddock 105.00 105.00( 98.00( 93%
Pollock 80.00( 80.00( 78.00( 98%
Redfish 57.00( 57.00( 59.00( 1049
Greenl. halib. 15.00( 15.00( 22.20( 1489
Plaice 4.00( 5.00(¢ 5.700 1439
Catfish 13.00( 13.00( 16.47; 1279
Tusk 5.00( 5.50( 6.281 1269
Monkfish 2.20( 2.50¢ 2.59( 1189
Icel. Herring 130.00 130.00( 135.00 1049
Norw. herring 153.80( 157.474

Capelin 370.00 385.00( 377.00 1029
Blue whiting 320.00( 309.50¢

Lobster 1.60( 1.80( 1.946 1229
Shrimp (inshore) 200 200 240 1209
Shrimp (offshore) 10.00( 10.00( 800 8%

(Source: IMRI, 2007)

The Icelandic fisheries management system should meet requirements of the available
labelling schemes if it would bettercompiled t h r ecommendati ons from
are too often decided above | MRIG&6s recomm
TACOGs is also often | acki ng48%, asSauthepcass ®ri ng s
Greenland halibut, plaice, catfish, tuskgd monkfish, is unacceptable according to the

standards of every available ecolabelling program.

4.2.3. Bycatch and discards

Most fishing gear attracts some level of bycatch; it is an unavoidable side effect in almost
all fisheries. Undesired catch is thereofthrown back into the sea, usually dead or dying,
which leads to waste of resources and unnecessary burden-targetrspecies. There are
basically three main reasons for discarding at sea i.e. economic reasons, as it just does not
pay to land the cah; because of management measures, as landing of certain catch is
forbidden; and because of technical reasons, asnre cases a part of the catch is lost or
severally damaged before arriving on boavidijzur, Caillart& Tingley, 1999).

In 1994 scientits estimated that 173of the global catch were being thrown back into the
sea as discards (Alversat al., 1994). Global discards in commercial fisheries where

thought to be between 17,9 and 39,5 million tons (average 27,0 million tons) per year.

*

According to 25% catchule, but the IMRI had recommended that the catake should be lowered down to-283%

67



This problem has however been decreasing as most species have become more valuable,
selectiveness of fishing gear has increadleel,intensity of fishing for some species that
have high bycatch rates has declined, and various management actions that prohibit
discarding have been adopted. Recent studies show therefore that approximately 8% of
global fish catch, or 7,3 million tones, is being discarded each year on average (Kellehr,
2005). Discards vary between the type of fishing gear being used and spéoeges be
targeted. Bottom trawling is for example especially unselective, whilenaidr trawling

and purse seine targeting pelagic species are particularly sele&maellscale fisheries
generally have lower discard rates than industrial fisheries ahohdiggear like purse
seine, handine, jig, trap and pots have the lowest discard rates. In geographical terms the
highest discards are in the Northeast Atlantic and Northwest Pacific, which jointly account
for 40% of global discards i.e. FAO areas 27 @hd

Discarding induced by the fisheries management systems in use has been highlighted in
recent years, as fAHighgradingod has been suc
especially be associated withcagghu ot a systems (Cigagomadi AgOO
defined as the practise of selectively harvesting fish so that only the best quality fish are
brought ashore. There is a high economic incentive for the fisherman to discard lower
valued species or individuals to increase the value of ngsdi Thishappens most
commonly where 1Qor ITQ systems are being used, where a fixed volume of catches is
allocated to each vessel. Larger individuals are for example generally worth more then
smaller ones and fishermen are therefore tempted to digwasinaller ones. Also, when

the quota for certain species has been reached but the species continues to be caught as
bycatch in the fishing for other species, one alternative is to discard the species for which

the quota has been filled.

It has been agmpted to assess discards caused by highgrading in various ITQ systems, but

the level differs between countries, species and fishing gear. There are reported discards of
certain species in Australian trawl fisheries that have reached 70%, but the average

proportion is thought to be around 5% (Kaufman, Green& 5290).

The IMRI has monitored discards in Icelandic waters for the past several years (Balsson
al., 2007). The discards vary between species and fishing gear, but appear to be on
average belw 2% for groundfish. For the year 2006 it was for example 1,45% for cod,;
2,60% for haddock; 0,13% for pollock and undetectable for redfish. The Icelandic fishing
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industry does therefore meet the requirements set by the labelling programs that are
availabe.

Bycatch of birds and marine mammals is a part of the scope for the labels in question, but
that is an issue that does probably not apply to Iceland, since it is not a problem in its

fisheries.

4.2.4. Seabed disturbance

Many fishing practices cause serious atege impacts on not just the targeted species, but

also the ecosystem as a whole. Some extremely destructive methods have been used in the
past, such as dynamiting and poisoning, but these practices have been fast retreating, as
people have become morevare of their effect on the environment (Horrill &
Makoloweka, 1998). The attention of scientists, environmentalists and other stakeholders
has in recent years shifted towards more commonly practised fishing methods that cause
negative impacts on fish stke and their habitats. Mobile fishing gears that are towed or
dredged after the bottom are especially controversial, because they disrupt the whole
benthic community, not just the animals that live on the bottom but also the ones that live

in the bottomsuch as invertebrates and microorganisms that are extremely important for
al | l'ife in the worldbés oceans (LRBkkeborg,
and corals that provide habitat and shelter for various species.

The otter trawls designwith its large trawl doors weighing as much as 6 tones, heavy
rollers and numerous chains and wires makes it capable of causing devastating damage to
vulnerable benthic communities. Studies have shown that trawling can haveerong

effects on the seabeahd its inhabitants, especially if the bottom is particularly delicate, for
example a coral area (Thrush al., 1998). Trawling has therefore in some cases been
compared to forest clearcutting (Watling & Norse, 1998). But it has also been shown that
the effects of trawling is mostly dependant on the type of bottom being towed and can in
some cases have no apparent effects on certain areas (DeAlteris, Skobe & Lipsky, 1998).
Beam trawls and dredges that are used to scrape or plough the seabed forflatfigms,
scallops, sea urchins and other types of clams or crustaceans are also considered to be quite
destructive (UN, 2006a). Even though almost solely used on soft bottoms, thus not
destroying corals or rock formations, they still remove organisnc&srand sediments,
reducing habitat complexity and stirring up sediment that can smother baiteling

communities.
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Even though stationary fishing gears are usually considered to be more environmentally
friendly than mobile fishing gear, they are stil@to cause some disturbance for benthic
communities (UN, 2006b). Bottoset longlines, bottorset gillnets, pots and traps are
often used to fish in vulnerable areas where mobile fishing gear can not be operated, for
example in coralor rocky areas. fe lines and nets themselves get tangled in the corals or

in rock formations, thus breaking them off when hauling. Weights and anchors used to
keep the gear in place can also cause damage to the benthic community.

Although an increasing number of impatidies have been carried out over the last two
decades, knowledge of how towed fishing gears affect different habitat types is still rather
rudimentary (Lgkkeborg, 2005). The main reasons for this lack of scientifically based
knowledge is that such studi@re very complicated and demanding to conduct, because
benthic communities show large natural variability that is not well understood.
Furthermore, comparable areas are often not available (Auster & Langton, 1999).

In 2006 the United Nations general esbly addressed the problem of habitat disturbance
associated with bottom trawling on the high seas. Various environmental NGOs and other
stakeholders were calling for a moratorium based on the precautionary principle (Gianni,
2004), but the resolution @h came out of the meeting laid the responsibility on individual
countries and regional regimes, urging them to protect vulnerable areas (UN, 2006a).
Benthic disturbance is mainly associated with bottom trawling and use of other mobile
fishing gear that & towed along the seabed. Fishing gear used large scale in Icelandic
waters that fit that description are bottom trawls and Danish seine, but they collectively
accounted for 43,6% of total catches, cod equivalent, in the fishing year 2006/07. Bottom
trawls with 40,0% and Danish seine with 3,6% (Directorate of Fisheries, 2007b).

Icelandic authorities have addressed the problem of habitat disturbance caused by mobile
fishing gear in recent years, both on a domestic and international level. They have for
exampl e established marine protected areas
closed off to bottom trawling and use of other gear severally restricted (Directorate of
Fisheries, 2007d). The Ministry of Fisheries authorised a committee in 2004 with th
mandate to analyse the problem and recommend solutions. It turned in its report a year
later, where it suggested some additional closures and recommended that further mapping
of the seabed around Iceland would be continued (Ministry of Fisheries, 200Bage
recommendations have either already been met, or are presently being worked on (IMRI,
2008b).
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The IMRI has also been working on the problem, addressing it from several angels. It has
for example been working in collaboration with other Nordicntoas on the effects of
bottom trawling and scallop dredging in the arctic. This study gives a new prospective on
the problem, highlighting the special characteristics of benthic communities in the north
Atlantic i.e. around Iceland, Greenland and in Badtic Sea, where corals for example
grow much slower and become considerably older than the ones found in warmer

surroundings (Garciat al.2007).

There seems to be a global consensus to deem bottom trawling as environmentally
unfriendly, on the accourof it destroying the seabed. Icelandic authorities have been
doing what they can to address the problem, but those attempts are unlikely to matter to
consumers and other stakeholders in the supply chain. Bottom trawling has become an
image for unsustaable fishing practises and it does not really matter from a marketing
point of view if it is founded on fact or fiction.

The ecolabelling program Friend of the Sea does not certify fisheries that use bottom
trawling, and both MSC and KRAYV put severe liatibns on the use of bottom trawls in

their standards. There are presently four bottom trawl fisheries certified by MSC, but they
are all subjected to spatial restrictions; and their initial assessment required expensive
impact assessment and spatial magpBusch & Benton, 2005). MSC has received
widespread criticism for certifying these bottom trawl fisheries, despite of the harsh
limitations that they are subjected to (Burton, 2007; Brown, 2004). It is therefore unlikely
that Icelandic bottom trawigheries could attain an ecolabel. If it however would manage

to become certified, it would have to be subjected to spatial constrictions and extensive

environmental impact assessment would have to be carried out.

4.2.5. Pirate fisheries

lllegal, Unreported andUnregulated (IUU) fishing, which is sometimes referred to as
pirated fishing, is a problem that causes major difficulties in managing fish stocks all
around the world (Bours, Gianni & Mather, 2001). lllegal fishing takes place where
vessels operate in \lagion of the laws of a fishery, and can apply to fisheries that are
under the jurisdiction of a coastal state or to international waters fisheries regulated by
regional organisations. lllegéikhing is conducted by vessels of countries that are parties
to a fisheries organisation or arrangement, but operate in contravention of its rules; or in a

countrybdés waters without permission from th
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a flag or other markings.Unreported fishing is fishing that has beenreported or
misreported to the relevant national authority or regional organisation, in contravention of
applicable laws and regulations. Unregulated fishing generally refers to fishing by vessels
without nationality, or vessels flying the flag of a oty not party to the regional
organisation governing that fishing area or species.

Pirate fishers have a strong economic incentive, as they generally focus on species that
have been oveexploited and are therefore in short supply (Bray, 2000). IUUrishare
possible because governments fail to regulate fishing grounds adequately, for example
because of inadequate coverage of international agreements, or because they are unable to
enforce national or international laws e.g. because of lack of camacpgor levels of
governance. A particular driver behind IUU fishing is the failure of a number of flag states
to exercise any effective regulation over ships on their registensch in turn creates an
incentive for ships to register under these flaigsonvenience (FOC).

IUU fishing is thought to represent as much as a quarter of the world catch, as can be seen
in figure 44. It is however understandably difficult to estimate with any accuracy how
large these fisheries actually are (Paatlyl.,2002).
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Figure 4-4: 1UU fishing as portion of the world catch.
IUU fishing represents a large proportion of the total world catch and is
particularly destructive as they typically focus on stocks that are already
overexploited and undemine current conservation and management
measures (Source: Pauly et al. 2002).

IUU fisheries are particularly destructive for the oceans living resources, not just because
of their size in volume, but also because they undermine current conservation and
management actions taken by responsible parties (Bray, 2000). Furthermore, pirate fishing
is typically conducted from stocks that are already -@xgioited and are therefore

especially vulnerable.

Icelandic waters are almost entirely free from IUU fighinfThe Coast guard has sufficient

resources to guard its jurisdiction and management measures make it very difficult to
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misreport landings. 1UU fishing is therefore not an issue that could prevent Icelandic

seafood products from being certified by ecellibg programs.

4.2.6. Fuel consumption

In the year 2000, global fisheries burned almost 50 billion litres of fuel in the process of
landing just over 80 million tons of seafood, for an average rate of 620 litres of fuel per ton
of seafood (Tyedmers, Watson & tha 2005). Consequently, fisheries account for
approximately 1,2% of global oil consumption, an amount equivalent to that burned by the
Netherlands, the 1Branked oil consumption country worldwide, directly emitting more
than 130 million tons of CQinto the atmosphere. From an efficiency perspective, the
energy content of the fuel burned by global fisheries is 12,5 times greater than the edible
protein energy content of the resulting catch, which is a very poor Energy Return on
Investment (ERGratio) compared to other food sources (Tyedmers, 2000).

Fuel consumption behind each unit of fish caught varies considerably, depending on vessel
type, gear type, target species, age of the fleet etc. Purse seine fisheries for small pelagic
species, such as higrg and capelin, which are often destined for reduction to fishmeal and
oil, typically use under 50 litres of fuel per ton of fish landed, while fisheries targeting high
value species like shrimp, tuna or swordfish frequently consume in excess of 2€¥0 li

per ton of landings (Tyedmers, 2001).

Fuel consumption typically becomes an issue for retailers and consumers when there is an
opportunity for them to choose between similar products that require different amounts of
fuel for their fisheries. This ifor example obvious in most groundfish fisheries, where
different types of vessels, using variable fishing gear, harvest the same stocks. But in some
fisheries there is actually no alternative, like in the north Atlantic shrimp fishery for
example, whereveryone uses the same kind of gear and similar vessels to catch seafood
that is quite uniqgue and cannot easily be replaced with anything similar. The fishery is
very energy intensive, using on average 850 litres of fuel per ton of landed shrimp, and if
consumers want to reject it they need to choose a product that is very different from the
one they initially wanted (Tyedmers, 2001).

Energy efficiency of the Icelandic fleet varies tremendously depending on target species,
vessel type and fishing gearlcelandic groundfish stocks are for example fished by
trawlers that use on average almost 500 litres of fuel for each ton landed, while longliners

and gilnetters use around 200 litres and jiggers little over 100 litres (Bjornsson, 2004;
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Eyjolfsdottir, Jondottir, Yngvadottir & Skaladoéttir 2003; Ranarsson, 2001). Pelagic
stocks are fished by purse seines andwater trawlers that use less than 100 litres of fuel

for each ton landed. Fuel efficiency is not yet a part of the scope for MSC and Friend of
the Sea certification, but KRAV addresses the issue. It is however likely that this issue
will become increasingly important when applying for environmental labelling in the
future, particularly because of increasing awareness of greenhouse gases emissions.
Icelandic fishing vessels are responsible for a quarter gfe@ssions of the entire nation
(Eyjolfsdottiret al, 2003).

4.2.7. Food miles

People are becoming more aware of environmental problems that are caused by the
commodities they buy. Life Cycle Assasent (LCA) is therefore increasingly being used

to evaluate the overall impact of goods on the environment (UNEP, 2003). An important
factor in LCA of seafood is transportation, as it often needs to be transferred considerable
distances before reachingetconsumer. Consumption of fossil fuels used in transportation
causes various problems, but emissions efadled greenhouse gases (GHG), particularly
carbon dioxide, are probably the most important ones and have become highlighted in
recent years becae of discussions on global warming (US EPA, 2007). In order to
quantify environmental impacts of transportation on commodities, measurements like
Afood milesd and fAcarbon footprintsd have
uses the travellingistance of food before it reaches the consumer as an indicator for the
environmental impact of the food and its components. It is however misleading to look
only at the distances alone, because the method of transportation is just as important.
Transporation by air uses for example fifty times more fuel per kilogram than
transportation by ocean shipping (Evans & Fiorillo, 2007). It is therefore more reliable to
talk about products carbon footprint, when evaluating its environmental impact of its

transpotation.

Icelandic seafood products need to be transported considerable distances and the method of
transportation is therefore an important factor in deciding their carbon footprints. Air
transport is however the only available option when transpogmgessed fresh fish,
because the products shelf life does not support it being transported by sea. Unprocessed
fresh fish is however transported to UK in containers, because it is not as vulnerable to

bacteria and does therefore have a longer shelf life.
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Carbon footprints are not yet a part of MSC or Friend of the Sea scope, but KRAV
addresses the issue. lItis likely that carbon footprints will be incorporated into the scope of
most ecolabels in the future, as retail chains are already insisting orcisrbeing rated

by their CQ emissions (Reynolds, 2007).

4.2.8. Social and human rights issues

Globalisation has resulted in companies increasingly moving their operation to countries
where environmentaland soci al requi rements irdome not
countries, cheep labour and lower operational costs are the main drivers behind this
development. Globalisation raises various issues, but one of its disadvantages is that
ADirty businesseso have i ncr edavebpeadgduntriesnov e d
where they are able to disregard numerous soar@d human rights issues. They for
example often employ underage children, do not provide their employees with satisfactory
working conditions and do not pay fair wages. They are also dftde to use
environmentally damaging processes that would not be allowed in their home countries,
for example by using dangerous chemicals, or by releasing runoffs into nature without
making sure that it will not cause problems. Foreign (and domestiqQ)asoes are also

often able to exploit natural resources without returning a fair resource rent to its rightful
owners.

The seafood industry has been affected by this development in numerous ways. Processing
has for example increasingly been moving to ¢oes in Asia where labour costs are very

low and fisheries inside EEZ of less#gveloped countries have become highlighted.

Icelandic seafood producers are bound by labour laws that insure that workers are treated
fairly. Satisfactory working conditia competent workforce and fair wages are therefore

not an issue that could interfere with Icelandic seafood products becoming ecolabelled.
There is however a disagreement on the fairness of how the resource has been distributed
as smaller villages arourtde country have been severally hit by reduction in the quota and
condensation in the industry (Haraldsson, 2001, The Resource Committee, 2000). These
villages were built up around the fishing industry, often strategically located in regards to
harbour onditions and closeness to fishing grounds. When the quota has been sold from
these villages there are no other opportunities for work and people are forced to move.
The ITQ system has therefore been responsible (partly at least) for a mass relot¢hgon of

population in the countryside, where people have had to leave their properties worthless.
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Unfair original distribution of the quota and difficulties in establishing new entry into the
industry has also raised concerns amongst stakeholders. The Uaitieths Human
Rights Committee has even ruléldat initial implementation of the system had been
discriminating, as the fishing rights had been donated to a privileged group of stakeholders
(CCPR, 2004). The guestion whether the industry is paying eeaurce rent for using a

common property has also been raised (The Resource Committee, 2000).

The Friend of the Sea ecolabel does not incorporate social objectives into its standards.
The MSC and KRAV do on the other hand address the issue in a vgug waanner,

where these issues are in general terms asked to be taken into account, but are in fact
relatively open for interpretation. Social issues have never prevented fisheries from being
certified by these labels. It is therefore unlikely that dossues could interfere with
Icelandic seafood products getting ecolabelled, especially since the hierarchy of the
standards assigns a much more importance on environmental objectives, which could be

jeopardized if the Icelandic social dilemma would beeced.

4.2.9. Other issues

There are numerous other issues that are relevant to environmental labelling of seafood
products such as recycling, usage of renewable energy, waste management, use of
chemicals, and various technological issues. These issues areenmat assigned a high
prorate in the grand scheme of things, but Iceland could nevertheless use them to its
advantage by for example highlighting that they use renewable energy in their land
processing. Potentials for improvement are also considerabléhe Icelandic seafood
industry could for example easily do better in waste management and use more recyclable
packaging. The country is also very technologically advanced, which could present the

industry with further opportunities in the future, sashhydrogen engines for their vessels.

This chapter has analysed I celandds perf ol
environmental labelling. It has revealed that Icelandic fish stocks are in a variable
condition, where some are at healthy lewghsile others are in a critical condition. The
efficiency of the management system is debatable, but its main flaws in the past has been
that TACO6s have generally been decided too
not been honoured, as overshogtof quotas has been quite common. This problem has

been diminishing, but needs to be firmly addressed before the Icelandic industry can expect
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to be eligible for certification. Bycatch, discards and IUU fisheries are not a problem in
Icelandic watersbut benthic disturbance presumably is, as almost half of the catch (cod
equivalent) is caught in bottom trawl or Danish seine, which can cause serious damages to
the seabed. Fuel consumption differs considerably between target species, vessel type and
fishing gear, as longliners for example use on average less than half the fuel that bottom
trawlers use to catch each kilogram of fish. Environmental concerns regarding
transportation of seafood products are mostly dependent on the mode of transportation,
because air transport is not very environmentally friendly, but nevertheless the only
available option to transport processed fresh fish out of the country. Social issues linked
with the Icelandic ITQ system, such as fair allocation of quotas and appeopsaturce

rents, have been debated for a long time but are not likely to prevent Icelandic seafood
products from being ecolabelled. Other issues, such as recycling, usage of renewable
energy, waste management, use of chemicals, and various technaksgiealare also not

likely to interfere with Icelandic seafood products being certified. It is therefore possible
that Icelandic seafood products that are derived from stocks that are at healthy levels and
caught in an environmentally preferable mannechsas longline, could attain an ecolabel.

But where are those products going to be sold? That is going to be discussed in the next

chapter.
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5. Markets for Icelandic seafood

The

objective of this chapter i s otseafoadc count

and to identify where opportunities lie for ecolabelled Icelandic seafood products. The UK

mar ket is going to be particularly
area and a | eader i n t he fag, uGermany, WA dne

Scandinavia are then also analysed, but not as thoroughly.

focused

seal

The chapter first accounts briefly for the global seafood market, with an emphasis on

Europe, where the largest suppliers and consumers are identified, and environmental

concens reflected on. The UK seafood market is then analysed by identifying how the

market is divided into sectors that are differently concerned about their sustainable seafood

sourcing. |l cel andbébs place on

t h eobjgdtives e af oc

to establish how ecolabels could affect its seafood exports. Spain, Germany, USA and

Scandinavia are then briefly accounted for with the same objective.

5.1.
The

The global seafood market

worl déds total fi sh s up pwhigh 107nmilldrotons

wa s

were used for human consumption (FAO, 2007a). Wild capture fisheries accounted for

66% of the supply and aquaculture for 34%, but aquaculture is almost entirely responsible

for increasing fish supplies in the past two decades asecaaen in figure-3.
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Figure 5-1: Global seafood supply since 1970

World fish supply 2005

(Million tonnes)

Inland capture 9,6
Inland aquaculture 28,¢
Marine capture 84,2
Marine aquaculture 18,¢
Total 141,€

Global fish supply has doubled since 1970, mostly because of increased aquaculture

(Source: FAO, 2007)
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China alone was responsible for more than 40% of global seafood supi@85inwith

18 million tons arriving from wild capture fisheries and 42 million tons from aquaculture

(Glitnir, 2007). Other countries trail far behind, as can be seen in figire 5
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(Source: Glitnir, 2007)
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Global per capita seafood consumption in 2005 was 16,6 kg, but consumption differs

considerably between countri€SCA, 2007b). China, Japan and USA were for example

responsible for half of the global consumption &dna alone accounted for one third, as

can be seen in figure-3 . Chinads per

whilst Americans consumed 21,3 kg on average and the Japanese consumed an impressive

capita

seafood

65,6 kg per capita. Other individual couesrbarely registered as having an affect on total

seafood consumption, as whole continents collectively only account for 10% of the global

seafood consumption.

Europe
10 million tonnes

10%

Other countries
37 million tonnes
37%

China
33.3 million tonnes
33%

Source: FAQ Fishstat

USA
6 million tonnes
6%

Japan
8.5 million tonnes

8%

Figure 5-3: World's seafood consumption divided by countries

(Source: SCA, 2007c)

The estimated firshand value of global capture fisheries production in 2004 amounted to
same 84,9 billion USD, representing a 3,6% growth from the year before (FAO, 2007a).
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The international fish trade was at the same time estimated to be worth 71 billion USD.
But the international seafood market is a diverse market where large portiorsofimea

only look at fish as a good and convenient source of protein, while others consider it to be
a high quality delicacy.

Europeans consumed 10 million tons of seafood in 2005, representing a 26 kg average per
capita consumption (Faillest al, 2007). This consumption however varies a great deal
between countries, depending on location, demography and culture. Figtre 7
demonstrates how people living in southern Europe and in Scandinavia generally have a
high per capita consumption, whilst peopleirg in central Europe are closer to the
European average, and people living in many countries in Eastern Europe hardly consume

any seafood at all.

60 o Per capita consumption 2005

(Kg/year)

Figure 5-4: Seafood consumption in various European countnex)05
(Source: Failler al, 2007)

France iIis Europeod6s | argest seafood market,
these five countries account for 70% of EUC
5-1 (Glitnir, 2007).
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Table5-1: Division of the EU seafood market by countries
_ EU-27 Seafood Market size in 2005 ('000 MT)*
France 2,119 Sweden 255 Lithuania 61

Spain 1,786 Belgium 229 Hungary 50
Italy 1,453 Finland 180 Bulgaria 37
The UK 1,220 Denmark 127 Slovakia 33
Germany 1,193 Czech Republic 103 Cyprus 20
Portugal 603 Austria 90 Estonia 18
Netherlands 373 Latvia 85 Slovenia 14
Poland 332 Ireland 84 Maita 12
Greece 278 Romania 67 Luxembourg 10

Total EU-27 Marketsize - 10,832 |

(Source: Glitnir, 2007)

Environment al concerns6é regarding seafood
European countries, which explains why environmental marketing has develogedrfast

some countries than others. In general, countries located in Central Europe, UK and
Scandinavia appear to be further along in
countries located in Eastern and Southern Europe. This might be explained bgl cultu
differences rather than difference in interest, as studies have shown that people living in
Southern Europe are just as concerned about the environmental condition of the oceans as
people living in Northern Europe (SCA, 2005). These cultural differeace for example
represented in different shopping habits, as majority of seafood consumers in Northern
Europe buy their seafood in supermarkets, whilst people living in Southern Europe buy
their seafood primarily in market stalls and from small retaileBut supermarkets are
generally better suited to insist on sustainable seafood sourcing and have easier access to
encourage responsible seafood consumption. The difference in availability of ecolabelled
seafood products between Northern and Southemopguconfirms that countries in
Northern Europe have come further along 1in
2008f; FOS, 2008c). UK retailers provide heir consumers with the widest range of
ecolabelled seafood, followed by German and Scandinaviailers, but Franc retailers

are for example not as efficient. Dutch retailers however recently took the lead in
sustainable seafood sourcing when the Dutch Association of Food Retail, which is a
consortium of 4.500 stores representing 99% of Dutch eetaitommitted to selling only

MSC- and GlobalGajzertified wild-caught and farmed fish by the year 2011 (Cherry,

2008).

Numerous market researches have been done in Europe on consumers demand for

environmental information, their preference for environmantfriendly products and
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their willingness to pay a premium for such products (OECD, 2002; SCA, 2005; Reheim

al. 2004). These researches give conflicting information, which in addition are not
necessarily reliable since results at the retail levghsst that environmental criteria is

often not reflected in actual consumer purchases. Even though consumers state in a survey
that they would favour environmentally friendly products and would be willing to pay a
premium for them, it does not necessanigan that they will do so when faced with that
decision in reality (Seafish, 2007a). It is for example interesting to contemplate that as
much as 50% of consumers say they consider ethical factors when buying food, when only
5% of food products are indaethical (Edwards, 2008).

Some studies show that high portions of consumers are willing to pay a premium for
environmentally friendly products (SCA, 2005; Donath, Wessells, Johnston & Asche,
2000; Wessels, Donathe & Johnston 1999). Other suggest thstingers are highly
interested in environmental activism, but not prepared to pay for it out of their own pocket
and/or rank other attributes higher in their order of priorities (Roheim & Donathe, 2003;
Roheimet al. 2004, Jeffryet al. 2000). And some stlies show that consumers in general

are not really thinking about environmental issues when they buy seafood (Seafish, 2007a).
These surveys are variable in scope and criteria, covering all sorts of environmental issues
related to seafood sourcing, andtderefore return divergent results.

Seafood Choices Alliance released in April 2007 a market survey about the European
marketplace for sustainable seafood (SCA, 2007b). Its main findings were that 85% of
European consumers are concerned about the custiaet of the oceans, 79% feel that
environmental considerations are more important than price or convenience, and 95% want
more information about how to make sustainable seafood choices and how to avoid
seafood that is harmful to the environment. Buiaars in a marketing research and actual
purchasing behaviour are often quite diffe

movement 0 has had difficulties in many coun

United Kingdom has been a world leader in incorporagngironmental thinking into
seafood marketing. |t is also I celandbs b
total seafood exports value in 2006 (Ministry of Fisheries, 2006). It is therefore interesting

to analyse the UK seafood market anddceld 6 s pl ace in it i n or de
of how environmental issues are affecting the market and to identify how ecolabelled

l celandic seafood products would be receiyv

market, followed by USA and &@many. These countries have approached the
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fisustai nabl e seafood movemento in a differ

the same objective. Finally, Scandinavians have been renowned for devoting a great deal
of interest to environmental issst The Scandinavian seafood market is therefore also

studied from I celandb6s viewpoint.

5.2. United Kingdom

Uni ted Kingdom is Ilcelandbds most i mportant
incorporating environmental thinking into seafood purchasimisoiss. The UK Seafood
industry is a five billiorpound industry that is equally divided between the retail sector

and the foodservice sector. The British seafood market is therefore going to be analysed
by identifying how environmental awareness affe¢arious sectors of the industry and

assessing how ecolabels could affect the Icelandic seafood industry on the UK market.

5.2.1. Consumption

Each of the roughly 60 million residents of the UK consumed on average 24 kg of seafood
in 2006, as four out of five heaholds consumed seafood at least once a month and 39%
of consumers had seafood as least twice a week as recommended by the Food Standard
Agency (Seafish, 2007b). The UK seafood market in 2006 was estimated to be worth 5,2
billion GBP in total and had tinesteadily been increasing at the rate -&92 for the past
few years, but the volume had been relatively stable, increasing at the rate566 @er
year (Seafish, 2007c). The UK consumer appears at to be rather conservative when it
comes to seafood, 49 the most popular species account for % of the total value and four
of the most popular account for roughly half of the total value i.e. cod, haddock, prawns
and salmon (Seafish, 2007d). But there has been a definite shift in consumption within
these op species for the past few years, as the conventionakatlght cod, haddock and
cold-water prawns have been loosing market share over to farmed salmon and/atarm
prawns. Species like sea bass, pollock, hake and squid have also been gainingogtound,
the market share of halibut, monkfish, tuna and sole have diminished. This shift in
consumer preferences is largely fuelled by changing demographics in fish purchase, which
is being driven by the under 4#ar old age group and particularly by thelen28year

age group (Seafish, 2007e). This is a major change in the market, which has traditionally
been driven by consumers over the age of 45. Predictions into the future development in
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age distribution amongst UK seafood consumers imply that thisl twill continue as

younger consumers increasingly think about healthy diets.

5.2.2. Markets
The five billion pound UK seafood market is broken into two almost equal parts when it
comes to value, the foodservice sector and the retail sector. The volumes everhoot
equal, as 80% of seafood meals are consumed at home and only 20% out of home. This
ratio is consistent with other food products and even greater than for poultry, beef, lamb
and pork, as can bee seen in figu® (Seafish, 2004a).

S e e .
Pork 97 ,i &5 | % of meals consumed out of home
e

Lamb 94

% of meals consumed in home

& |
|
Beef 86 l A1)

Poultry

Fish 80

0 20 40 60 80 100

Figure 5-5: Proportion of meals consumed iand out of home
(Source: Seafish 2004a)

The foodservice sector covers a range of outlets but can basically be broken into the
restaurant sector, the fish and chips sector and thenuodih sector. Theatail sector is
divided between grocery stores and independent fishmongers. Following is an analysis on
these sectors.

The foodservice sector

The UK foodservice sector is estimated to be worth about 30 billion GBP per year, as the
value of the sector haontinued to grow at the rate of2% a year, whilst volumes have

reduced by up to 5% between years (Seafish, 2007f). This basically means that less are
eating out, but they are spending more. Seafood sold in the foodservice sector was in 2006
worth 2,8billion GBP, representing 9,3% of the total value and 8% of the total volume in

the sector. This was a 3% reduction in Ao
before, which was generated by the biggest consumer age grebuh yéarolds, but othe

age groups increased their Adout of homeo s
The 4564 yearold age group accounted for 37% of the market in 200@41yearolds

for 20%, 3544 for 25%, and 65+ for 13% (Seafish, 2007f).
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The UK foodservice smor is generally broken into three sséctors; they are the
restaurant sector, accounting for 43% of the value of seafood products sold in the sector;
the fish and chips sector, accounting for 39% and thepnaiit sector that accounts for

18% (Seafish20079).

Restaurants

The restaurant sector sold 190 million meals of seafood in 2006, worth 1,2 billion GBP
(Seafish, 2007g). The sector is diverse, as it covers everything from cafés and pubs to first
class restaurants and hotels (Seafish, 2007f). ®Gufhkat sell inexpensive and smaller
portioned meals sell the most volume, measured in number of meals. Pubs and bars sold

for example 30% of meals in the sector in 2006 and cafés 14%, whilst Hotels accounted for

8% and fish restaurants for 7%. Freshrgal is the most popular seafood in pubs and

cafés, but battered fish is preferred in more upscale outlets. Sustainable seafood sourcing
has not been a major issue in the restaurar
expensive restaurants amew starting to put the MSC ecolabel on their menus (Intrafish,

2007b). Experience will however only tell if that is going to become a common practise.

Fish and chips shops

There are over 11.500 fish and chip shops all over the UK that in 2006 colleclél

more than 400 million meals and about 265 million portions thereof were fish and chips
worth 1,1 billion GBP (Seafish, 2007h). Fish and chips shops have been increasing their
share on the market, as their sales for example grew in volume by 885ra8d by 4%

in 2006. Fish and chips are more popular in the UK than hamburgers, pizzas and fried
chickens, as onepoumdevearye 10O Md oomlent at e
average fish and chips consumer does not come from any parsicoiaeconomic group,

as consumers represent a healthy esession of society. Environmental concerns are not

a priority in the fish and chips sector, as shopkeepers are generally more interested in
choosing the least expensive option, especially siheefinal product does not have a

consumeifacing label.

The nonrprofit sector

The finon profito sector covers outlets suct
cantinas. It accounted for 60 million meals in 2006 worth 500 million GBP (Seafish,

2007f). The sector has been increasing its share in recent years, as authorities attempt to
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comply with the recommendations of the Food Standard Agency, which include
consuming seafood twice a week. The sector grew for example by 15% in volume
between 200and 2006. The neprofit sector is run on a tight budget that generally does

not make room for sustainable seafood sourcing.

The retail sector

The four hundred thousand ton 2,4 billion pound UK retail market for seafood is mostly
controlled by a handfubf retail chains, as consumers primarily buy their seafood along
with other groceries (Seafish, 2007c). Consolidation and optimisation in the grocery
market has created gigantic retail chains that have transformed the market in a relatively
short time, wee the largest chain now accounts for almost one third of the grocery market
and the six largest control three quarters of the market. Grocery stores accounted for 90%

of seafood sales in retail in 2006, whilst independent fishmongers had a 10% maxket sha

The retail market for seafood is often broken into three main categories, which are chilled,

frozen and canned. The chilled part of the U.K. retail market in 2006 represented 54% of

the value and 37% of the volume, whilst frozen products accounte8D% of the value

and 37% of the volume, and canned seafood accounted for 15% of the value and 27% of

the volume, as can be seen in tab ®eafish, 2007i).

Table5-2: Ratio of chilled, frozen and cannegladood in the UK retail market

Value/ z000s Volume/tonnes
2005* 2006* Change 2005* 2006* Change
Chilled 1.222.10 1.265.41. 4% 155.63: 149.49: -4%
Frozen 698.91¢ 729.30( 4% 145.97. 146.48: 0%
Canned 368.21t 366.97¢ 0% 111.65¢ 109.76: -2%
Total market 2.289.24. 2.361.69: 3% 413.26t 405.73¢ -2%

* 2005 represents May 200R\pril 2006. 2006 represents May 2008&pril 2007
(Source: Seafish, 2007k)

Salmon is the most popular species on the UK retail market, with over a 40 thousand ton
yearly consumion worth almost 500 million GBP, which is 20% of the total value of
seafood products in retail (Seafish, 2007d). Cod, haddock and prawns are also very
popular, as can be seen in tablg, But other species trail far behind, as these four species

accoun for roughly 60% of the total value in seafood retail.
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Table5-3: Top ten species in UK retalil

Top species in retail (v

2005* 2006* 2007*

Salmon 40C 45¢ 48z
Cod 35¢ 367 374
Haddock 191 19¢ 201
Cold water prawns 182 19¢ 18¢€
Warm water prawns 99 13C 16€
Other 8¢ 82 98
Mackerel 47 63 66
Tuna 43 48 48
Trout 44 42 43
Plaice 3t 33 34

* 52 weeks (Deblov)
(Source: Seafish, 2007f)

Salmon has consistently increased its markatesby 610% in value for the past few
years (Seafish, 2007j). The increase is largely fuelled by younger consumers, which to

favour salmon over conventional withught fish like cod and haddock (Seafish, 2007e).

About half of the salmon sold inretaln 2006 was chill ed Anatur a
used in added value such as fAready meal so

smoked Seafish, 20071).

Cod used to be UKOGs favourite fish, but tF

down inrecent years, due to scarce supply (Seafish, 2007k). Domestic catch is small and

the Brits do therefore have to import almost all of their cod; mainly from Icelandic,
Faroese and Russian sources. Over 90% of
three countries. Despite the diminishing supply, total value has remained relatively the
same and even slightly increased as prices have continued to rise. About 75% of all cod
sold in retail is frozen, half of which is breaded, 20% battered, 16% natar#h@mest is

in added value meals. The 25% that is sold chilled is generally sold natural.

Over 35 thousand tonnes of haddock are sold in the UK retail market every year, making it
Britainds third most popul ar f besnhdeceegseg i es
i n recent years, as some of UK6s biggest s
al most 80% of UKOGs haddock supply is i mpor:t
and China. The total value has however remained the sameces lpgive continued to

rise. Similar volumes of fresh and frozen haddock are sold on the UK retail market, but
fresh haddock accounts for 60% of the value. Roughly 25% of the haddock sold in retail is
breaded, 20% smoked, 20% is natural, 20% is batwrddhe rest is used in added value

such as Aready meal so.
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Cold water prawns have been popular in the UK for a long time, staying in forth place as
Britainés favourite seafood, with a stabl e
almost 200 million poursla year (Seafish, 2007m). These prawns arecaldht in the

North Atlantic and mostly sold frozen in retail stores. But the cold water prawns have
recently received some competition, as warm water prawns have increased their market
share significantlyn a very short time and have by now almost reached the cold water
prawns both in volume and value. These prawns are generally farmed in tropical countries

and sold in similar fashion as their cold water relative (Seafish, 2004c).

Grocery stores accowd for 90% of seafood retail sales in the UK in 2006, whilst
independent fishmongers had a 10% market share (Seafish, 2007c). Following is an

overview of these two sectors.

Grocery stores

Roughly 2,2 billion pounds worth of seafood were sold in U.K. gsos®res in 2006, half

of which were chilled, one third frozen and the rest canned (Seafish, 2007g). There are
just a handful of retail chains that basically control the entire retail sector, as six of the
largest chains control three quarters of theketawith the largest one having almost 30%
market share (Seafish, 2007n). These retail chains have different market strategies, as they
have differentiated themselves on the market. ASDA for example focuses on low prices;
Tesco is also concerned abowoivl prices but focus more on value for money; and
Marks&Spenser is mainly concerned about quality. The retail chains that have situated
themselves at the higgnd of the market generally appear to have higher proportion of

their sales generated from seafpas can be seen in figureé5

Maret share on the UK retail market

29,3%
)
30% 26,9%

25%

20%

o Share of grocery

N B Share of seafood
15% 11,9%  11,3% 11,0%

10%

5%

0%

Tesco Sainsbury ASDA Morrison  Waitrose M&S

Figure 5-6: Market share of the six largest retail chains in the UK
(Source: Seafish, 2007n)
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This difference becomes even more apparent when the ratio of fresh and frozen seafood is
examined, as demonated in figure 5/. Fresh seafood is generally more expensive than
frozen and it is therefore only natural that the ratio of fresh seafood in sales becomes
higher as the retailer specializes more on the high end of the market, and vice versa.

Market share on the UK retail market

29,3%
30% 27,8%

.39

25%
20% m Share of grocery

15,2% ) Share of chilled seafood
15%

m Share of frozen seafood

0,
10% 7,2%

5%

0%

Tesco Sainsbury ASDA Morrison  Waitrose ME&S

Figure 5-7: Market share of the six largest retail chains in the UK in chilad frozen seafood
(Source: Seafish, 2007n)

The largest retail chains have all increased their environmental awareness when it comes to
seafood sourcing in recent ysa(Greenpeace, 2006). The success however differs
considerably, as chains | ike M&S, Wai trose
others have struggled or even gotten left behind. Following is a short overview of the

largest retail chains and hotety have chosen to source their seafood:

TESCO Tesco is by far the largest player on the UK retail market with control over
T almost 30% of the total market (Tesco, 2007). It has a 26,9% market share in
retail of seafood in grocery stores, but that still ontgaunts for about 2% of the

c o mp atotgl Baes. Seachill in Grimsby, which is a part of Icelandic Group Plc.,
supplies the bulk of Tescods fresh fish, al
sustainable seafood policies (Greenpeace, 2008¢h Epecies is passed through a simple
fish sourcing decision tree to decide firstly if it is commercially viable, and then to
determine a sustainability rating for each of the various fisheries from which Tesco might
source it. Tesco claims to insist bshing methods and gear that minimise harm to-non
target species and juvenile fish. Their fresh andppieked lines of cod and haddock are
sourced mainly from Iceland and Norway. Tesco prefersfigieng to trawling, but due

to instability in supplycaused by quota restrictions and adverse weather conditions, about
30% of its cod and haddock is still trawled.

8%



Seafood labels in Tesco stores generally only provide details required by UK labelling
laws, not giving any information on the environmentgpatt of the product. Tesco does
however offer a limited selection of ecolabelled seafood certified by MSC and Friend of
the Sea (MSC, 2008f; FOS, 2008c). They also recently started to label their products with
CO2 markings and have declared that allt®fproducts will be labelled with their carbon
footprint in the future (BBC, 2007).

Sainsburyads I S UKGs second | argest C
(Sainsbury, 2007). It pledged in March 2003 that all its wild fish would be
sourced from sustainabfesheries by 2010, but it has been unable to achieve the interim
|l evel s required to meet this goal. Sainshb
fisheries have been certified to MSC standard and partly to the difficulty of changing the
buying habits of consumers.
Sainsburyds has a particularly | arge marke
sourced through national suppliers such as
but cod and haddock s ol dsourced fOma icelandicuvatgrd s i
(Greenpeace, 2006). The company is planning to move the fresh range to 100% line
caught, but that might be difficult since supply of line caught cod and haddock can be
insecure, especially because they need a steady supply dfiousand tons a year
(Stromsta & Evans, 2007) . Sainsburyds ot
sustainabl e European stocks. Sainsburyds c
seafood in their stores and also a few products ieettily FOS MSC, 2008f; FOS,
20089.

ASDABritainﬁs third | argest retail chai n,
which is the UK branch of the Wallar t f ami | vy, t he worl d

chain and the largest private employee in the world (ASDA, 2083DA focuses on low

prices but has nevertheless made a series of commitments to sustainable seafood sourcing
(Greenpeace, 2006). It for exampleld¢ed North Sea cod from their stores in 2006.
Youngbés Bluecrest suppl i es butdockis soagedformt vy of
Iceland, Norway, the Baltic and Russia.

In January 2006, WaWlart pledged that within three years, all its fresh and frozen wild

caught fish would be sourced from M&e€rtified fisheries. ASDA followed its parent

company in Marchwith a similar commitment to source all its fresh walaught fish from
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MSC-certified fisheries within three to five yearsThe MSC is advising ASDA on its
sourcing to ensure this objective can be achieved. ASDA already has a good selection of
MSC certifed seafood, available for their customavsSC, 2008}.

M MORRISONS Morri sons i-largesl Kupermarked ahain Wwith a 11,3% market
share (Morrison, 2007). Its fresh fish is primarily sourced directly from a
small number of UkKbased processors and speciaBsppliers, which buy fish from
markets that are supplied directly by UK boats (Greenpeace, 2006). Major suppliers
i nclude Youngbés Bluecrest and Nepackélreagll and
is all line-caught from Icelandic waters. The maijgrof haddock is also sourced from
Iceland, of which 85% is lineaught and the remainder is caught in Danish seine.
Morrisons offers limited range of MSC certified seafood in their stores and no Friend of
the Sea certified products (MSC, 2008f; FOS, 2008The retailer intends soon to launch
an improved labelling system for all wilchught fish on all fish counters and on -pre
packed chilled seafood. The labels will show the species common and scientific name, the
method of capture, and the precise oegivhere caught, as well as the broader FAO region

(Greenpeace, 2006).

Waitrose Wai trose is UKoO6s fifth | argest retail
market, emphasising on quality food and customer service rather than low

prices. It has a 3,9% sharetbk food market, but is especially strong in organic food,

where they account for 15% of the market (Wikipedia, 2008b). The company has also

promoted ethical and fair trade issues and has managed to build an image around those

issues. Waitrose has beeleader promoting only sustainable seafood in its stores and it is

t he super mar ket 06s pol i cy -managesl disheriese usiray| | i

responsible fishing methods (Greenpeace, 2006). Full traceability from catch to consumer

is of vital impotance, which forms part of their conditions of supply, as all suppliers must

demonstrate a full traceability if they want to stay in business with Waitrose. Sealord and

New England Seafood are Waitroseds main su

solely line caught sourced from Icelandic waters.

Waitorose offers a diverse range of MSC certified seafood in its stores, and their other

seafood products are whenever possible labelled with information that exceeds UK seafood

labelling laws. For example inases where the seafood is from a single source, fish

counter labels tend to show details of country or region of catch and the fishing method
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used, for example lineaught Icelandic cod or roggrown Scottish mussels (Greenpeace,
2006).

éM&S Marks & Spencei s Br i tainds sixth | argest re
share; targeting middle class consumers, offering quality products and

diverse product range, which is equally divided between clothing and groceries (M&S,

2007). M&S have always been particlyaenvironmentally conscious, which can clearly

be seen in their seafood sourcing strategy (Greenpeace, 2006). All seafood must for

example be traceable back to the vessel that caught it, in order to authenticate that it was

caught in a sustainable mannérhat is why M&S does for example not sell seafood that

has been shipped to China for reprocessing

seafood supplier is Coldwater Seafood in Grimsby, which is owned by Icelandic Group.

Coldwater is a global smcing company that is able to supply its customers with seafood

from all over the world and is therefore in a position to select the environmentally best

alternative for e acddarspadockassfar examd& Sielg tine hi | |

caught in Ic&ndic waters, and the plan is to source their entire cod and haddock range

from line-fishing in the future. M&S recently announced that by 2012 it would sell only

ecolabelled seafood certified by the MSC or other independently certified sources (Evans,

2007b). M&S does not offer a very diverse selection of MSC or Friend of the Sea certified

products, which is mainly caused by the fact that M&S almost solely sells its own brand of

seafood. It instead labels its seafood with more extensive informationstigenerally

practiced in the UK, including information on catch location and fishing metih&lS

has also recently introduced photographs and short biographies of individual suppliers to

its labels. For example, labels reveal that the fresh uncoatietbék is supplied by Olafur

Bjornsson, and is linreaught in Icelandic waters (Greenpeace, 2006).

UK6s seventh | ar ge soperative Graup,l whichhisaa n i s
consumempsed atove that makes u-pwnedhe wor
business Co-Op, 2007). It is an umbrella for a diverse collection of stores,

which many are located in communities not served by other retai@osop stores are

mainly small communitypased outlets that have limited opportunities to offer a diverse

range of sef@od, fresh fish counters are for example only located within a relatively

limited number of the larger stores. The majority of the seafood sold by tbe Sgore
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packed chill ed seafood f r olabel froaem npgpodusts Bl u e
(Greenpeace,006).

The Coop recognises the decline in stocks of cod and haddock, and is therefore
increasingly sourcing these species from the relatively sustainably managed Icelandic
waters. The remaining supply is from Norwegian or Faroese waters. Fop G ben

selling MSC certified seafood since 1998 and stocks a diverse range of their products
(MSC, 2008j.

Somerfield is a chain of small to meditsized supermarkets operating
Somp'rﬁeldsolely in the UK that have marketed t
grocery shop (Somerfield, 2006) . The majori
from local dayboats based in southwest England (Greenpeace, 2006). ltcdsothep any 6 s
intention that all owrabel wild fish be sourced from managed fisherieslislmg the
most unsustainable species, but further explanations on the implementation of that plan is
mi ssing. Somer f-brand seafcod iE ong dabelled acdordiogmMo UK
seafood labelling laws and other suppliers are not asked to label thducitgroany
differently. They offer a very limited range of certified seafood, due to bad experience in
the past. The company did on two separate occasions try to promote and sell MSC
certified New Zealand hoki, but discontinued both lines as they wereseibing.

Somerfield is not planning to develop a more comprehensive sustainable seafood policy,
and indeed considers itself too small a player in the grocery market to lead on sustainable
seafood procurement. Greenpeace has on numerous occasionseexigesgstration on

how uninterested Somerfield is in developing a more comprehensive sustainable seafood

procurement policy (Greenpeace, 2006).

ml Iceland is a privately owned retail chain that specialises in frozen food. It

] offers a verylimited rangeof seafood, but sells more volume of frozen
seafood than each of the other supermarkets, except Tesco (Greenpeace, T2@36).
sales are primarily of popular and unsustainable stocks, and it only offers a single MSC
labeled product (MSC, 2008f). Greempe e has on occasionds rank

seafood retailer in the UK.

These nine retail chains account for almost the entire seafood sales in the UK grocery

market. Independent retailers and smaller retail chains such as Lidl, Aldi and Farmfoods
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have a very small markshare in the market for seafood in the UK, and are therefore not
very important when examining the sustainable seafood market.

Greenpeace published a report in 2005 were they ranked these nine retail chains according
to their perfomance regarding their sustainable seafood procurement (Greenpeace, 2005),
and then followed it up a year later with a similar report (Greenpeace, 2006). Only two
retailers, M&S and Waitrose, scored high in the earlier report and six retailers got a fail
grade. A year later five of these retailers scored a considerably higher as can be seen in
figure 58 . The same two retailers vwpeBmA stil
Morrisons and Tesco had all improved. Somerfield and Iceland are thougbnstiie

bottom, as they had done very little to improve their seafood sourcing.

Supermarket Sustainabilty of wild Sustainability of General Rank and Rank and
-caught seafood farmed seafood issues* grade 2006 grade 2005

M&s
Waitrose
Sainsbury's
Co-op
ASDA
Morrisons
Tesco
Somerfield

oOonNnnonnNnwm>»>
O0OU00ww>» >
mONNDON®E P>

Iceland

m
m

€
7

*Generalissues: the brands and ranges of seafood covered by seafood procurement policies;

transparency of policies and their implementation; and promotion of sustainable seafood. D excellent ' good  pass @ fail

Figure 5-8: UK retailers ranked according to sustainable seafood sourcing

Greenpeace's sustainable seafood sourcing ranking of the nine largest aatailrchK
(Source: Greenpeace, 2006)

When examining the seafood procurement strategy of these retail chains it becomes
apparent that Icelandic lirsaught cod and haddock are very often sourced as the best
available option for those species. That shothat Iceland is regarded as an
environmentally responsible source for seafood and also highlights that retailers are
favouring linecaught fish to bottom trawled. A number of these retailers have committed
to sourcing solely ecolabelled seafood in theifeitand ASDA is even more specific, as it
plans to only offer MSC certified seafood by the year 2011. Some of these retailers have
also broadened the scope of their seafood procurement policy by incorporating issues such
as CQ emissions.

Independent fighongers

The independent fishmonger is a diverse group of seafood outlets that primarily sell
seafood (Seafish, 2005a). These are highly trained professionals specialised in handling

seafood. This is an cldoted industry in the U.K. that primarily supgd its customers
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with fresh fish, which they buy directly from the fisherman through an auction market.
Their market share has declined slightly in recent years, as their sales values have
remained stagnant despite of the growth in the seafood retddr.sedndependent
fishmongers accounted for 10% of the value of seafood in the UK retail market in 2006,
but that amount is almost solely derived from fresh fish, as these outlets rarely offer frozen
products.

Independent fishmonger outlets can basicalybboken into four main groups, which are
fishmongersodé shops, per manent mar ket s, tra
shops are dominant in this sector with an 80% market share, but they usually provide the
best service and the highest pricesafsh, 2005a). Market stalls, whether permanent or
transient, are competing on a different level were prices are more important than quality.
People generally shop in these stalls in order to make a bargain, but these stalls are often
badly equipped totsre fresh fish. These outlets account for 13% of the independent
fishmonger sector. The fish vans provide a unique service, as they generally set up their
business in locations that are convenient for their customers. These vans are custom built
to stae and transport fresh seafood long distances. The owners of these vans buy their fish
in auction markets and then transport it to locations were seafood supply is scarce. Fish
sold in these vans are usually very fresh and of the highest quality. @en#ggprices

are also quite high.

The independent fishmonger sector is not very environmentally driven, caused by the fact
that the fish is entirely sourced locally and generally not labelled, since it is sold across a

counter.

The major players on ¢hUK seafood market have now been introduced and their seafood
sourcing strategyods analysed. |t i's appat
affecting the retail grocery stores and possibly also some of the more expensive
restaurants, other outles appear to be relatively wuntou:
movement 0. Thi s brings us to the consume
ecolabelled seafood is necessary if the concept is supposed to work. Do British consumers
take the environmeal impact of their seafood products into account when buying fish?

And if so, to what extent?
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5.2.3. Environmental concerns
Studies amongst regular UK seafood consumers on their seafood sourcing habits and how
environmental concerns influence their prefererstarn a divergent results. They show
that when asked specifically about environmental issues they appear generally concerned
about environmental conditions of the oceans (SCA, 2007c). Half of them even express
their willingness to pay a-50% premium fosustainably harvested seafood and a quarter

is prepared to pay even more. But when asked in other studies about what factors they take
into account when buying seafood, environmental issues score very low, as only 10% of
British consumers identify envinmnental issues as a factor in their seafood procurement
(Seafish, 2007a). The main seafood purchase decision criteria are appearance, freshness,
price and value for money, which more than half of consumers state as an important factor,
but less than 10% emtion environmental factors like country of origin and fishing method
(Seafish, 2005bc).
There is a big difference between purchase decision criteria for fresh and frozen seafood,
as can be seen in figured5 Appearance, professional advice and enviemtal concerns
are much more important for consumers when buying chilled seafood, but value for
money, special offers and brand recognition are more decisive factors when buying frozen

seafood.

HIGH IMPORTANCE

Figure 5-9: UK seafood purchase decisioriteria
(Source: Seafish, 2005b)
The chilled seafood sector appears to involve a more emotionally driversetirgshd a
less structured decision process, with the decision often being made at the point of
purchase. The frozen seafood sector howevehasacterised by a strong tendency for
repeat purchasing, with a narrow sphere of product consideration (Seafish, 2005b).
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Polls and surveys are only able to give an indication on how consumers will act when
faced with purchasing decisions in reality. Syss¢hat show the highest concern for
environmental factors amongst regular consumers and a decisive willingness to pay a
premium for environmentally friendly seafood are generally tainted by the fact that the
guestions are leading the respondents towante sustainable thinking. It is only logical

to expect a high level of concerns for the environmental impact from fishing when the
questioner has beforehand made the respondent aware of the problem. A report published
by SCA in 2005 highlights this dilema, as it indicated that 80% of UK consumers
considered environmental factors to be more important than price (SCA, 2005). This
conclusion is however questionable, as respondents had before answering that question
been asked a set of questions that foduse environmental conditions of the oceans and
sustainable seafood issues, which could have influenced their response.

Surveys that simply ask what attributes consumers look for when buying seafood, without
any preamble or introduction, do probably gikie tnost reliable information on consumer
behaviour when faced with the real purchase decision. Such surveys show that only one
out of 10 think about environmental issues when buying seafood (Seafish, 2007a). It is
therefore questionable to claim that Wénsumers are primarily fuelling the increasing
attention that environmental issues are having on the UK seafood market. That credit
should rather be awarded to retailers and environmental NGOs according to Mr.
Pérarinsson (2007), as they have primarilytivated various players in the supply chain to
produce more environmentally friendly seafood. NGOs like Greenpeace have successively
Apressuredo the | argest retail chains to r
implement sustainable seafoodopurement policies (Greenpeace, 2005; Greenpeace,
2006). The next step for these NGOs will probably be to lobby in similar way a more
sustainable seafood sourcing for restaurants and other companies in the food service sector,
since it is their believe #t consumers will buy sustainable seafood if it is available
(Intrafish, 2007a).

5.2.4. UK and Iceland

UK is by far the most important market for Icelandic seafood products, generating for
example 25% of the total seafood export value in 2006, which was moredbble the
value of seafood exported to Spain that san
(Statistics Iceland, 2008a). In 2006 Iceland exported 110 thousand tons of seafood to the

UK worth roughly 31 billion IKR. The bulk of that value canmrerh cod, haddock and
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shrimp, as these three species accounted for more than 80% of the total value, as can be

seen in figure 8.0.

Iceland/UK export value in 2006

Figure 5-10: The value of Icelandic seafood exports to the UK in 2006
Value of Icelandic seafood expoitdo the UK is mostly generated by cod, haddock and

shrimp, but other species trail far behind
(Source: Statistics Iceland, 2008a)

Cod

Cod is the most valuable species, with similar volumes as the haddock, but double its value
(Statistics Iceland, 2008b).The cod that is exported to UK is divided into four main
categories, as 36% of the value comes from fillets frozen at sea, 30% from chilled fillets
exported by air cargo, 18% from fillets frozen in land based processing plants and 12%
from chilled wholefish exported in containers. Thelahd ozen fi |l |l et s and
fisho have had a stable market share for
filletso have gained mar ket share on the ac
I ¢ el an dmainsuppligf 6f €od, accounting for 21% of cod imports in 2006, as can

be seen in table-8 (Seafish, 2007p).

Table5-4: Import of cod to UK by country of despatch in 2006

Tonnes % z 00 % z/ k
Iceland 28.82¢ 21% 122.92¢ 28% 4,26
Denmark 23.21f 17% 77.60: 17% 3,34
China 23.59¢ 17% 59.94: 14% 2,54
Russia 17.68. 13% 45.84¢ 10% 2,59
Faroe islands 9.60¢ 7% 30.80¢ 7% 3,21
Other 42.55¢ 31% 137.32¢ 31% 3,23

135.87¢ 100% 443.64. 100% 3,26
Source: Seafish, 2007q

Iceland exceeds its nmacompetitors in volumes, total values and average values. It is for
example interesting to see that Icelandic cod is on average 30% more valuable per kg than

cod from Denmark and the Faroe Islands, which is difficult to explain. Russian and
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Chinese codollects relatively lower prices because it consists almost entirely of frozen

products, which are generally not as valuable as fresh products.

Haddock

The Icelandic haddock is in greater volumes exported chilled compared to the cod, which
can largely beexplained by a high portion of haddock being exported whole in containers

to Humberside auction markets. This fAcont
2006 and had then been stable around that percentage for many years (Statistics Iceland,
2008h. Chilled haddock fillets transported by air freight have been increasing its market
share for the past few years and accounted for 25% of the total value in 2006, compared to
10% in 1999. The increased market share of chilled fillets has mainly beéke account

of landfrozen fillets, which were in 2006 down to 14% from 24% in 1999. Fillets frozen

at sea have kept its 25% market share since 1999.

l celand is UKOG6s main supplier of haddock,

can be seen irable 55 (Seafish, 2007p).
Table5-5: Import of haddock to UK by country of despatch in 2006

Tonnes % z 00 % z/ kK

Iceland 26.13¢  40% 68.14! 44% 2,61
Faroe islands 11.43¢ 17% 24.48: 16% 2,14
Norway 8.33t 13% 21.31¢ 14% 2,56
China 6.10€ 9% 11.64: 7% 1,91
Russia 5.901 9% 10.51: 7% 1,78
Other 7547 12% 19.88: 13% 2,63
65.46¢ 100% 155.97 100% 2,38

Source: Seafish, 2007p
Other suppliers trail far behind in volume and total value, but Norwegian haddock collects

a similar average precas the Icelandic haddock. The Faroese haddock however collects
almost 20% lower average prices than the Icelandic haddock, which is difficult to explain.
Chinese and Russian haddock consists entirely of frozen products, and is therefore not as

valuable

Shrim

The Icelandic shrimp, which is usually defined in the UK as a coldwater prawn, is solely
exported frozen. Iceland is one of the largest importers of coldwater prawns into the UK
market, with a 20% market share, but other important suppliersraeniand, Denmark

and the Faroe Islands (Seafish, 2007d; Statistics Iceland, 2008b). Market conditions have

been unfavourable for the past few years, which is partly due to rising imports of
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competing warm wategprawns. Iceland has therefore reducedliismp export to the UK
from 22 thousand tons in 2003 down to 14 thousand in 2006 (Statistics Iceland, 2008b).

Other species are not very important considering their value, as can be seen ir6table 5
The flatfish species that are represented colldgtivethe table are mainly plaice, sole and
halibut; and the pelagic species are mostly exported in the form of fishmeal or fish oil to
the UK.

Table5-6: Icelandic seafood exports to UK in 2006

Value Volume Average pice
(mill. IKR) (tons) (IKR/kg)

Cod 13.05¢ 28.09: 46%
Haddock 7.06: 27.66: 25¢
Shrimp 5.39¢ 14.32¢ 377
Flatfish 2.10z 6.02¢ 34¢
Pelagic 1.34( 21.39¢ 63
Redfish 601 3.38( 17¢
Monk 39C 1.34: 291
Catfish 252 1.83¢ 137
Pollock 22¢ 1.20¢ 18¢
Other 712 3.011 23¢
31.18 108.28!t 28¢

Source: Seafish, 2007q

The supply of Icelandic seafood into the UK market is not just important for the Icelandic
exporters. British importers also relay heavily on it, as Iceland for example accounted for
20% of the volume and 33% of thialue of UK seafood imports in 2006 (Seafish, 2007p).

|l celanddéds ratio in imported fresh fish is
half of the value in the category. Il cel an
year, compared tats main competitors on the market, which are the Faroe Islands,
Denmark and Norway in fresh fish; and Russia, Denmark, Norway and China in frozen
products. The most noteworthy development in the market over the past few years is the
arrival of China onthe market, as they have increased their market share in volume of
frozen seafood from 6% in 2002 to 17% in 20
increasing market share is likely to continue, as they are able to supply the market with
much cheagr seafood than other suppliers, which is explained by low labour costs and

expanding lowcost aquaculture.
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5.2.5. Summation

It is evident that Iceland and UK depend heavily upon one another regarding exports and
imports of seafood. It is also quite clear thatumes of fresh or chilled seafood from
Iceland have been increasing on the account of frozen ones. It is highly likely that this
development will continue, as Asian producers using cheap labour and aquaculture
whitefish will be able to supply the UK maatkwith frozen products at prizes that Icelandic
producers are unable to compete with.

Environmental issues are likely to become even more relevant on the UK market in the
future, and environmental labelling is probably going to play an important rolain t
devel opment . Britain is already in the for
the largest retail chains take environmental issues seriously into account in their seafood
procurement. It is therefore almost certain that large retail €lsaich as Waitrose, M&S

and Sainsburydés would favour environment al
available. Other outlets, besides grocery stores, have not been as demanding in their
seafood sourcing, but that is likely to change in theestduture as environmental NGOs,

such as Greenpeace, have announced that they are going to start a campaign to encourage
outlets in the foodservice sector to favour ecolabelled seafood (Aldred, 2008). It is
therefore very likely that demand for Icelandicolabelled seafood from the foodservice
sector could be quite substantial in the future, especially in outlets where the consumer is
faced with a product label and is able to choose between different alternatives. This
particularly applies to the morexgensive restaurants that are already starting to
incorporate ecolabels into their menus; but is probably not going to matter in sectors where
consumers are oblivious to the origin the fish they consume, as is typically the case in fish

and chips shops, sool and company canteens, and most fast food outlets.

5.3. Spain

Spain is lcelanddés second most i mportant s
seafood export values in 2006 (Statistics Iceland, 2008b). The Spanish market is therefore
goingtoberei ewed with the objective to i1 dentif"

assess how ecolabels could impact their interests.
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5.3.1. Consumption

Spani ar ds are one of the worl dbés bi ggest
consumption of 40 kg per capita a y€gailleret al, 2007). That makes Spain the second
largest marketplace for Seafood in Europe; with a total volume of 1,8 million tons
consumed every year (Glitnir, 2007). Like other southern European countries they enjoy a
diverse selection of seafoocbntrary to people living in northern Europe, which are not as
open minded in their seafood sourcing, usually always sticking to the same three or four
species (SCA, 2007b). Spaniards spend on average 15% of their grocery budget on
seafood, ranking send to meat on their list of groceries (Jensen, 2006). Fish
consumption is widespread in Spain and not as restricted to certain age groups, areas or
consumer habits as in most other countries. The whole family enjoys seafood regardless of
age or social anding and it is just as well consumed at home as when dining out. It is also
interesting that seafood consumption is not just restricted to areas close to the sea; in fact
the second largest seafood market in the world, next to the Tokyo market, is the
MercaMadrid market in Madrid that is located hundreds of km from the nearest ocean.
Spain is EUOGs | argest seafood producer, wit
where little over 900 thousand tons came from wild capture and almost 300 thtarsaind
from aquaculture (Glitnir, 2007). Spain is nevertheless far from beingdékfient with
their seafood supply and do therefore need to import 30% of the seafood they consume
(Jensen, 2006), which makes t hafoodaftehJapawor | d ¢
and USA. China is however likely to surpass them soon (FAO, 2007b).

5.3.2. Markets and environmental concerns
Studies show that Spaniards are worried about the condition of the ocean, where 92% of
respondent s say they dar eor eifitvheerry fcqounicteer n e
environmental condition of the oceans (SCA, 2007c). They have however not incorporated
that into their buying habits and do not appear to think much about sustainability issues
when they purchase seafood. Ecolabels likéQvand Friend of the Sea have not created
much attention and are rarely seen in Spanish stores. There are for example no MSC
certified fisheries (MSC, 20089) or certified suppliers (MSC, 2008h) in Spain, and only a
handful of products bearing the labet available in Spanish stores (MSC, 2008f). There

is one company in Spain certified by Friend of the Sea, which is an aquaculture company,
and there are very few products available in Spain bearing the Friend of the Sea label
(FOS, 2008c).
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There might beseveral explanations why environmental labels have not acquired more
momentum in Spain. A plausible explanation is that much smaller ratio of Spanish
seafood sales occur in supermarkets compared to countries in northern Europe, Spaniards
are instead mordocused on market stalls when sourcing their seafood (SCA, 2005).
Surveys show that 35% of Spanish consumers most often buy their seafood in
supermarkets compared to 69% in the UK, and 36% most often buy seafood in market
stalls compared to 12% in the UKApplication of environmental labels is much more
common in supermarkets than in other venues, because traceability is easier and they have
better opportunity to publicise their labelled products. It would however be difficult to
verify the chain of cusidy in the traditional market stalls that are operated all across Spain,
were myriad of merchant sell a diverse selection of seafood. But this does not explain why
large international retail chains choose not to market ecolabelled seafood products in
Span, even though they might do so in other countries. The largest retail chain in Spain,
Carrefour, does for example sell Friend of the Sea labelled seafood in Italy and Portugal,
but not in Spain (FOS, 2008c). Carrefour is the larges retail chain in, SyErating

2.300 stores in the country (Carrefour, 2008), and Mercadona is the second largest with
1.140 stores (Mercadona, 2008). Neither of these companies are attempting to market

sustainable seafood in their stores in Spain.

5.3.3. Spain and Iceland

Spains |l cel andds second most i mportant seafo
|l celandds tot al seafood exports values i n =2
tons of fish products from Iceland worth 14,2 billion IKR (Statistics Iceland, 2008b).

These were mostly either frozen cod fillets or salted cod. Frozen products accounted for
48% of the volume and 44% of the value, salted products for 41% of the volume and 54%

of the value.

5.3.4. Summation

Ecolabels are not commonly used in the Spanish sgaector, neither by producers nor
retailers, and are therefore unknown to the public. Consumers are however concerned
about the condition of the oceans, but do not have the opportunity to select their seafood
accordingly, caused by the lack of verifialbhbelling.

Cod accounted for more than 75% of the value of seafood products exported to Spain from
Iceland in 2006 (Statistics Iceland, 2008b). That might raise some problems if
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sustainability issues become highlighted in the Spanish market, sincdicAtad is
generally thought to be utilised unsustainably in the world today. But it could also be a
market opportunity if Iceland manages to differentiate Icelandic cod from other cod stocks
in the Atlantic Ocean, and present it as sustainable seafoodat(deast more

environmentally friendly than other competing options).

5.4. Germany

Germany i s | cel anddés fourth most i mportan:
|l celandds seafood export values in 2006 (St
st herefore going to be reviewed with the
market and t@ssesfiow ecolabels could impact their interests.

5.4.1. Consumption

Germans consume on average 15 kg of seafood per capita a year, which is far behind most
otherlarge European countries (Faillet al, 2007). They are even behind countries in
central Europe that are located hundreds of kilometres from the nearest ocean, such as the
Czech Republic which has for example almost 70% higher per capita seafood
consumgion. Germany is however, apart from Russia, the most populated country in
Europe with 82 million inhabitants, which makes the German seafood market the fifth
largest inside the EU with 1,2 million tons consumed every year (Glitnir, 2007).

German seafabconsumers are not very open minded towards trying new species, as the
top four species represent 60% of total volume in seafood sales. They are Alaskan pollock
with 18% market share, herring with 18%, salmon with 13%, and tuna with 11% (Glitnir,
2007). They are also quite particular regarding how their seafood is processed, as only
11% of their seafood is fresh, whilst 32% are frozen, 30% canned and 14% are crustaceans.
Germany and UK separate themselves form other countries in Europe, as theyapgrticul
favour breaded and battered seafood products (SCA, 2007b). German seafood consumers
resemble most consumers in the northern Europe, as they want their seafood fully
processed, which means that it is supposed to be filleted, skinned, boneless enadlgref
portioned into convenient portions. Consumers in southern Europe however are more
interested in buying their seafood unprocessed i.e. whole fish complete with head and

scales.
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Germany used to be a big fishing nation, as the former East Germaayeopatarge fleet

of factory trawlers. But they have severally reduced their fisheries over the past few
decades and are now catching less than 300 thousand tons a year. They are therefore far
from being seHsufficient regarding their seafood sourciag, they are now only able to
produce 20% of their consumption themselve
import, worth close to half a billion dollars in 2002, consists mainly (80%) of Alaska

pollock, which is imported either from-Rmerica or Rgsia (Rung, 2003).

5.4.2. Markets and environmental concerns
Germans are generally well aware of most environmental problems and are typically
willing to adapt their preferences to the leastiemmentally inflicting option. They were
for example the first nation to adapt an ecolabel for regular consumer products, namely the
Blue angel, and that label is very well known amongst German consumers and popular
amongst producers, indicating that tabel is working. Studies have shown that majority
of German consumers are concerned about the environmental condition of the Oceans and
it is therefore probable that they would be willing to change their consumer habits in order
to source their seafoalistainably (SCA, 2007b). Majority of German consumers (52%)
buy their seafood in supermarkets, whilst 22% source their seafood from smaller retailers
and 17% go to market stalls. This suggests that ecolabels could be ideal for the German
seafood marketbecause application is much easier large retail chains, than in smaller
outlets.
German producers and retail chains have tapped into this resource and offer now a wide
variety of environmentally labelled seafood products from MSC and Friend of the Sea
(MSC, 2008f; FOS, 2008c).

5.4.3. Germany and Iceland
Germany is Il celandés fourth most i mportant
Hol l and; each representing roughly 5% of |
Iceland, 2008b). They bought 9@ almost 36 thousand tons of seafood products from

Iceland worth 6,3 billion IKR. These were mostly either frozen or chilled pollock and

redfish fillets, or chilled whole redfish. Frozen products accounted for 65% of the volume
and 69% of the value,dsh/chilled products for 28% of the volume and 26% of the value.

Germany is |l celandds main mar ketplace for
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not a significant market share, as redfish accounted for almost 40% of the value in 2006,
pollock for 3%, cod for 6% and haddock for 3% (Statistics Iceland, 2008b).

5.4.4. Summation

Germany has quite efficiently adopted environmental labelling into seafood retail in the
past few years. Some of the larger supermarkets have for example a fairly good selection
of frozen products that are ecolabelled by a third party labelling schemes (MSC, 2008f).
These products are however all quite similar as most of them are produced from either
Alaskan pollock or New Zealand hoki. More than half of the value coming from tkelan
seafood exports into Germany is from frozen redfastd pollock fillets, which are often

sold next to ecolabelled Alaskan pollock or New Zealand hoki in the frozen seafood
section of supermarkets. It is therefore likely that ecolabelled seafoodemdyl
competing with Icelandic seafood in Germany and it is highly probable that this
competition will only become fiercer as environmental labelling becomes more common
and more products become certified, giving consumers alternatives of wider variety of

labelled products.

5.5. USA

The US is lcelandds third most i mportant me
US seafood market is therefore going to be reviewed with the objective to identify

|l celandds place on t he maidhiknpactthaimnderestso as s es s

5.5.1. Consumption
Americans consume on average 21,3 kg of seafood per capita a year, which in combination
with the nations large population and the markets price range makes the US seafood
market probably the most important seafoodketin the world (SCA, 2007b). The US is
the third most populated nation in the world with roughly 300 million inhabitants and a
fairly large portion of them are willing and able to paying high prices for their seafood (US
census bureau, 2008).

USA isthe seventh larges fishing nations in the world, catching almost 5 million tons of
wild seafood per year and producing half a million tons in aquaculture (NOAA, 2007a).
But they nevertheless import large quantities of seafood, as U.S. imports of estibly fi
products in 2006 amounted to some 2,5 million tons, valued at 13,4 billion USD; where

shrimp accounted for 31% of the value and salmon for 11%, but other species were far less
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important. In addition, US imported 14,4 bilion USD worth of +satible seafood
(NOAA, 2007b). The largest importing countries in 2006 were China with 21%, Thailand
with 15% and Canada with 13% of the volume, but the whole continent of Europe only
accounted for 5% of the volume.

5.5.2. Markets and environmental concerns
The retail gocery market in the US has developed similarly as in Europe, where a handful
of large chains have basically taken over the market. The largest chains focus on low
prices and massive turnover, few highd chains have also secured themselves a
favourable market share, but the middle class retailers have been left behind in the
competition. The top five chains have almost a 50% market share; where the largest one,
Wal-Mart, controls 20% of the market and the other four, Korger, Costco, Supervalue and
Safevay have a roughly 5% market share each (MPA, 2005; SN, 2008). Consumers
generally buy their seafood along with other groceries, which means that the supply in
these larger retail chains has a profound impact on consumption. The retail chains
typically use their own brands to force down prices and do usually put the main emphasis
on frozen products, only offering fresh seafood in selected outlets. But there is also a
growing highend market place for seafood that focuses on quality and good service.
Chans such as the Whole Foods Market that specialises in organic, environremtdlly
socially responsible products have gained quite a good momentum in recent\iteie

Foods Market is for example the™fargest US retailer, with an estimated 10 billilUSD
turnover for 2008$¢N, 2008). It is therefore evident that the US retail market for seafood

is divided into two growing parts i.e. low price supermarkets and-dmgh speciality
outlets, whilst traditional corner shops and fishmongers are fasnoggextinct.
Studies show that one third of US seafood consumers (claim to) take environmental factors
into consideration when sourcing seafood, and two thirds are interested in getting more
information about the environmental impacts associated witkghfood they buy (SCA,
2003). Other studies have shown that US consumers are not as well informed about
conditions of certain fish stocks as European consumers, but they are in general interested
in receiving information on sustainable seafood souringnélfly Wessells, Johnston &
Asche, 2000). Consumers typically prefer ecolabelled seafood, but they are however
generally not prepared to change their consumer habits for a label, which means that the
label does not matter unless the product is otherwseadme. Consumers are willing to

pay a small premium for ecolabelled products, but they are very price sensitive.
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Ecolabels have not been very well known amongst US seafood consumers, but after Wal
Mart started in 2006 its project to source all of itsdwshught seafood from sources that

are certified by MSC; they have received increasing recognition (MSC, 2008j). Outlets at
both ends of the market carry now MSC labelled products, buiWsel and Whole Foods
Market are the market leaders, Wart repreenting the lowprice sector and Whole
Foods the higlend market (MSC, 2008f).

US consumers in gener al have not come as
N-European consumers, but the niche US consgmermp that is likely to look for
environnental labelling on their products is nevertheless very large and growing fast.
Consumers that buy organic food for example are thought to be more likely to favour
ecolabelled seafood, because they are better aware of what they eat and are generally more
environmentally conscious than other consugerups (OTS, 2007). The organic market

is the fastest growing market in the US, as sales of organic food grew for example in 2006
by 22,1%, to reach 16,9 billion USD, representing 3% of all retail sales of &ndd
beverage. Organic foodsd share of total
2005.

North American producers have been very receptive towards the MSC label, especially on
the west coast, as can be seen on taffle Bhere are already eigtiifferent fisheries that

have been certified, nine more that are currently undergoinggastissment and there are
probably more undergoing confidential gesessment (MSC, 2008i).

Table5-7: USA fisheries taking part in the MSC &ling scheme

Certified fisheries Fishing method |Fisheries undergoing full assessment Fishing method

AAFA Pacific Albacore Tuna fisheries Pole and longline |BS/Al flatfish fishery Bottom traw!

BS/Al Alaskan pollock fishery Mid-water trawl [BS/Al Pacific od fisheries Trawl, jig, line, pot

GoA Alaskan pollock fishery Mid-water trawl |Californian salmon fishery Hook, line

Alaskan salmon fishery Various methods |Californian crab fishery Pots (traps)

BS/Al Alaskan (Pacific) cod fishery  Longline GoA flatfish fishery Bottom traw!

Oregon Pink Shrimp fishery Bottom trawl GoA cod fishery Trawl, jig, line, pot

US North Pacific Halibut fishery Longline Maryland striped bass fishery Net, hook, line

US North Pacific Sablefish fishery Longline Oregon crab fishery Pots (traps)
Pacific hake fishery Mid-water trawl

(Source: MSC, 2008)
The Friend of the Sea label can also be found in the US, but its main market area is in

Southern Europe, and it is therefore not very well know amongst consumers or producers
in America (FOS, 2008c).
Greenpeace is currently working on ranking all major retailer chains in US on their seafood

sourcing (Dipietro & Evans, 2008). It is similar initiative as they carried out in the UK in
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2005, when they graded and reported on how the angedt retail chains in Britain were
doing regarding their seafood sourcing (Greenpeace, 2005). The UK initiative attracted
great publicity and had a profound influence on how these retail chains sourced their
seafood (Greenpeace, 2006).

5.5.3. US and Iceland
The US mar ket is Il celandbés third most v al
representing 7% of seafood export revenues (Statistics Iceland, 2008b). In 2006 Iceland
exported 20 thousand tons of seafood to the US, worth 8,8 billion IKR. Almost 7 of
volume was frozen products, representing 70% of the value. Roughly 18% were fresh
products, representing 27% of the value. Haddock and cod were dominant in this market;
haddock with 45% of the volume and 51% of the value, cod with 27% of the valuthe
35% of the value. But Iceland is a very small player on the US seafood market, as they
only accounted for 1% of the total value of edible fish products imported into US in 2006
(NOAA, 2007b).

5.5.4. Summation

It is likely that Icelandic cod and haddock wbk competing with ecolabelled Pacific cod,
Alaskan pollock, Pacific haddock and other species on the US market in the future. Frozen
products arriving from Iceland are typically used for further processing in the US, where
they are mainly breaded or ba#d and then either packaged in consumer packaging to be
sold in retail stores, or packaged in larger packaging for the foodservice sector. Both of
these venues are subject to fierce competition and it is more than likely that producers that
can offer ectabelled products will have a competitive advantage on the market.
Similar development could be seen on the market for fresh cod and haddock fillets in the
next few years. There are not many ecolabelled products that are available at the moment
that can ompete with these products, but they will probably surface soon. Almost 30% of
the Icelandic haddock and 20% of the cod that is imported into US is transported fresh by
air. This method of transportation is not very environmentally friendly and thdacgoa
that Icelandic producers are probably going to have to take into account, as environmental
labelling will almost certainly include carbon footprints along with other sustainability

factors in the future.
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5.6. Scandinavia

Scandinavian consumers are netywimportant for the Icelandic seafood industry, but they
are however renowned for being very environmentally conscious. The Scandinavian
seafood market is therefore going to be re

place on the market andsass how ecolabels could impact their interests.

5.6.1. Consumption

Seafood consumption in Scandinavia differs quite considerably between countries.
Denmark and Sweden are close to the EU average of 26 kg per capita a year, while Finland
and Norway are way aboweith 34 and 45 kg per capita (Faillet al, 2007). But since
Sweden is by far the most populated country in Scandinavia, with 9 million inhabitants, it

is also the largest Scandinavian marketplace for seafood, as Swedes consume more than
250 thousand ons of fish and other seafood products each year (Glitnir, 2007).
Norwegians who are 4,7 million follow close behind, consuming roughly 210 thousand
tons of seafood a year. Finland with its 5,2 million inhabitants consume in total 180
thousand tons of aéood a year and the Danes who are 5,4 million trail far behind
consuming only 127 thousand tons of seafood a year.
The Scandinavian countries are differently situated towards sourcing their seafood since
some of them are traditional fishing nations, itlekdcated close to rich fishing grounds,
while others have little or no opportunities to be self sufficient in their seafood sourcing.
Finland is for example not a major fishing
highest seafood consumption papita (FGFRI, 2007a). They do therefore need to import
most of the seafood they consume and majority of it comes from Norway (FGFRI, 2007b).
Sweden is in a similar position, catching almost solely sprat and herring themselves, thus
being dependant omport for sourcing other types of seafood (Glitnir, 2007). Norway
and Denmark are by far their most important suppliers of seafood with 75% of the total
import (BIM, 2002). Danish fishermen catch almost 1 million tons of fish per year, which
makes them wre than able to be sedtifficient in their seafood sourcing (Glitnir, 2007).
The Danes do nevertheless import large quantities of seafood from other countries, which
they process further and-export the Elcountries. This advanced processing of
imported seafood, which is then-exported, accounts for 80% of all seafood exports from
Denmar k and has acquired Denmar k the four
products supplier (Berry, 2006). Norwegians catch more then 2,5 million tons of wild fish

each year and produce around 800 thousand tons in aguaculture, making them a very large
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seafood exporting country (Ulrikssen, 2008). They are therefore more than capable to
source most or all of their seafood from local sources. Imported seafood int@yNis

mostly fishmeal and fisbil used as feed in aquaculture.

5.6.2. Markets and environmental concerns

Regular consumer habits in Scandinavia have evolved similarly to what has been going on
in other parts of Europe in the past decade, where conveniengaiemdas driven the

larger part of the grocery market. The higyid market where quality is the main issue has
also increased its market share, leaving the middle class market declining. Scandinavian
seafood shopping habits have developed in simildnidas as consumers are increasingly
incorporating their seafood purchasing into their regular grocery shopping. For example in
2005, supermar ket dos share of total seafood
50%, which was then up from 15% just avfgears earlier, and in the next five years their
share is predicted to increase to 80% (Glitnir, 2007).
A handful of large retail chains are controlling the bulk of all retail in Scandinavia,
focusing on low prices and massive turnover, often using t¢lvair brands to force down
prices. ICA Sverge AB, Coop Norden Sverge AB and Axfood AB are the giants in
Sweden (Euromonitor International, 2008); Coop Denmark and Dansk Supermarked
comprise over half of the entire food retail market in Denmark (Berry, 2@&)p NKL

BA, REMA1000 and Rimi are dominant in the Norwegian market (Coop, 2007; REMA,
2007; Rimi, 2008); and Kesko;Group, Tradeka and SPAR more or less rule the Finish
retail market (Kesko, 2008-&anava, 2008; Tradeka, 2008, SPAR, 2008).
Scandinaian companies are generally very environmentally conscious and try their best to
conduct their business in an environmentally friendly manner. Most of the above
mentioned retail chains have for example written environmental policies and strive to
favour products that are environmentallyand socially responsible.  Scandinavian
consumers; especially Swedes, Danes and Fins; are very well aware of environmental
labels such as the Nordic Swan, the EU flower, the Blue angel and the Bra Miljuval label
(Neytendaamtokin, 2007). Organically grown and labelled products are also very popular
in Scandinavia, where their market share has increased dramatically in the last decade
(Dimiti & Oberholtzer, 2006; Eurofood, 2002). Environmental labels for seafood are also
quite popular in these countries, both on behalf of consumers and producers. Swedish and
Danish retailers offer for example a witenge of MSC certified products in their outlets,

but Finish and Norwegian storeowners are not as efficient (MSC, 2008fgr €colabels
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for seafood, such as the KRAV label, are also available in Scandinavian supermarkets
(Abba, 2008).

Scandinavian producers have been very interested in becoming MSC certified in the past
one or two years. There are already two Swedish feshérat are certified (MSC, 2008g),

but there are in addition at least sixteen Scandinavian fisheries that are undergeing full
assessment i.e. two Swedish herring fisheries in the North Sea, one Swedish herring fishery
in the Baltic, one Swedish spratHezy in the Baltic, two Norwegian cod and haddock
longline fisheries, three Norwegian mackerel fisheries, two Norwegian pollock fisheries
and five Norwegian herring fisheries (MSC, 2008a, Intrafish, 2008). There could also be a
few fisheries undertaking eonfidential preassessment, but it is impossible to say how

many.

5.6.3. Scandinavia and Iceland

|l celandds seafood exports to Scandalth@avi a coc
are used for aquaculture (Statistics Iceland, 2008b). Norway for éxampght 6,0

billion IKR. worth of seafood from Iceland in 2006, 92% of which was fishmeal and fish

oil. Denmark bought at the same time 4,7 billion IKR. worth of seafood, 55% of which

was fishmeal and fishil and 17% prawns that were primarily intendem further
processing. Swedenbés and Finlandbs share i
as Sweden for example bought only 600 million IKR. worth of seafood from Iceland in

2006, 64% of which were salted roes and Finland bought 400 mik&n worth of

seafood that was almost entirely fishmeal and-digh

5.6.4. Summation

Scandinavian consumers and producers are very interested in ecolabels for seafood, but
their impact on the Icelandic seafood industry is probably only indirect. Meaning that
Scandinavian producers, competing with Icelandic producers, are increasingly applying for
certification. But seafood products that are imported into Scandinavia from Iceland are
generally not affected by ecolabels, since fishmeal anebfishre typicallynot subject to

such |l abelling. The only foreseeabl e fAma
l celandic seafood products in Scandinavia I
biggest competitors on the market, the West Greenland coldwaten prawl fishery, is

currently undergoing full assessment for the MSC ecolabel (MSC, 2008j).
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This chapter has analysed I celandbds most i
identify how environmental issues impact those markets. It has reviaedeafood

ecolabels have different standing in these countries, where the UK has taken the lead in
incorporating them into their seafood sourcing; Germany and Scandinavia have also
applied them successively, but Spain and the US have not yet implentieetedcdn a

significant level. It is apparent that environmental issues, including ecolabels, have
impacted the retail market the most, whilst other sectors of the seafood market have been
relatively untouched. There are however indications that restapmspecially at the
Ahiegphd 0 of the market, wi | | be increasingl)
purchasing decisions in the nearest future.

Environmental issues have a big impact on how some of the largest retail chains in the UK
source the seafood. The supply of ecolabelled seafood is however limited, which has
prevented these retail chains from sourcing their seafood from certified sources at a
significant level. They have however committed to favour ecolabelled products when
availableand declared that their seafood will be sourced from certified sources in the
future. Meanwhile, the more environmentally responsible retailers have incorporated
environmental considerations into their seafood procurement, which often include a more
extensive scope than is required for the seafood ecolabels that are presently available. It is

for example noticeable that carbon emissions and seabed disturbance are becoming more

of an issue, as many retailers have started to label their products withfitber r b o n
footprintodo and c oswanghtfishe Ghese factosseduld begmblematit i n e
for the I celandic seafood industry, since
cod and haddock fillets that are transported by air on atdaay basis, emitting high

volumes of CQ, and because o0nl-wndBabddck oatch ih 2086l wasn d 6 s
line-caught (Directorate of Fisheries, 2007b).

11¢



6.1l cel andds perspective

The objective of this chapter is to use the information already pessén this thesis to

rationalise which ecolabelling alternatives are best suited to meet with the needs of
environmentally responsible Icelandic seafood companies. The former part of the chapter

is a quick review over the most important environmentalesshat need to be taken into

account when assessing the environmental impact of seafood, and an assessment on

|l celandds performance on these i ssues. Tr

available alternatives and identifies the best option.

6.1. Issues to consider

There are a number of issues that need to be taken into account when assessing the
environmental impact caused by the fishing industry. There are however few issues that
are more relevant than others, as has been demonstrated in ¢iigs tB®eme of these

issues are already a part of the scope of the available ecolabelling alternatives, but other
issues are presently being addressed by other means.

6.1.1. Stock status

Depletion of fish stocks is the main reason behind the adoption of ecalabieésseafood
industry, and healthy stock status is therefore a basic requirement for certification.
Relative stock size is generally used to determine the condition of a stock, where its
present size is compared to its size in the past. The availhlstibws that Icelandic fish
stocks are in a variable condition, as haddock, herring and blue whiting are well above
average; and pollock, redfish, catfish, tusk, monkfish, and lobster are close to their
average, therefore being considered in a healthgiton. Cod, Greenland halibut, plaice

and shrimp are however far below average and condition of the capelin stock is uncertain,
these stocks are therefore not considered in a healthy condition. The stocks that are
considered to be in a healthy conditishould be able to attain certification by available
ecolabelling schemes; such as MSC, Friend of the Sea and KRAV; based solely on stock
status.

The condition of the Icelandic cod stock in comparison with other cod stocks in the north
Atlantic has been ighlighted by stakeholders inside the Icelandic fishing industry;

indicating that Icelandic cod should be regarded environmentally friendly because it is not
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as bad as the rest. This sort of reasoning is however generally not taken into account by

ecolabdling schemes.

6.1.2. Fisheries management

Effective fisheries management system is a basic requirement that needs to be in place in
order to implement ecolabelling into a fishery. The Icelandic fisheries management system
appears to possess the regulatory freor& required by labelling schemes, but the
application has been lacking. Quotas have generally been decided too large and fishermen
have typically been able to fish beyond the issued TAC. This is however a problem that
has severally diminished in the gpdew years, but further improvements are needed in

order to comply with requirements set by ecolabelling schemes.

6.1.3. Fishing method
The fishing method is a part of the scope for most seafood ecolabels and comes next to
stock status and the efficiency of thranagement system in the hierarchy of issues taken
into consideration. Bycatch, discards, seabed disturbance and fuel efficiency are all issues
that are affected by the fishing method, as has been demonstrated earlier.
There are basically seven differagpes of fishing gear being used by Icelandic vessels
today, as can be seen in figurd §Directorate of Fisheries, 2007b). Bottom trawls are
used to catch various types of groundfish and were responsible for 40% of total catches in
cod equivalent in #hfishing year 2006/07. Longlines are mainly used to catch round fish,
such as cod, haddock, catfish and tusk; and were responsible for roughly 35% of catches in
cod and haddock in 2006/07. Purse seine andwatdr trawls are used for catching
pelagic pecies such as herring, capelin and blue whiting. {ater trawls are ranked
with Aot her 0-1,duat avere in fact réespoggible éor 20% of total catches in
2006/07. The remaining 4% were catches from ploughs, traps, poles etc.). Giknets ar
mainly used to catch various types of round fish, mostly cod, but have also in recent years
been used to catch monkfish and Greenland halibut. Danish seine is used to catch all kinds
of ground fish, but is especially efficient in targeting variousifihtspecies and was for
example responsible for 64% of the plaice catch in 2006/07. Jigging is used to target
round fish species like cod, haddock and pollock. Jiggers were in 2003 responsible for
more than 3% of the total catch, but had fallen belowil%006/07; mainly caused by
changes in the fisheries management system where jiggers were gradually taken from an

effort quota system and put under an ITQ system.
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Ratio of each fishing gear in the total catches of Icelandic fishing vessels
(cod equivalent)
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Figure 6-1: Ratioof each fishing gear in catches of Icelandic ves
(Source: Directorate of fisheries, 2007c)
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Bottom trawls and Danish seine are by far the worst alternatives of the fiskirgrgest
commonly used by Icelandic vessels; considering environmental issues. They are not very
selective, destructive for the seabed and their energy efficiency is seriously lacking
compared to other fishing methods. Line fishing is thought to be nmole
environmentally friendly, because it is highly selective, causes minimum disturbance to the
seabed and uses at least 50% less fuel to catch each kg of fish than bottom trawlers.
Gillnets are thought to be relatively environmentally friendly. Theyfar example much

more selective than bottom trawls, but there have been some concerns amongst Icelandic
scientists that they might be used to especially target the oldest and largest fish, which
could be bad for recruitment. This problem has thougradyrdeen addressed by the
authorities, which have put a limit on the mesh size of the nets. Gillnets cause minimum
disturbance to the seabed, but the anchors and the net itself can nevertheless cause damage
to vulnerable areas, especially coral areas.lin@i fisheries are generally very fuel
efficient. Jiggers are very environmentally friendly because they are highly selective,
cause no damage to the seabed and are exceptionailffiaent. Jiggers are without a

doubt the most environmentally frighy fishing method used in Icelandic waters to catch
round fish.

Purse seine and midater trawls differ from the aboveentioned fishing gears, because

they are used to catch pelagic species. Both of these fishing methods are highly selective,
since theyare used to catch stocks that travel in schools. They do not cause damage to the

seabed, and are very fuefficient compared to other fishing methods i.e. considering
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volume of fuel per catch unit. The purse seine is though generally considered more
ervironmentally friendly, because it catches all the fish that gets trapped inside it, whilst
large amounts of fish can escape through thewaiter trawls larger meshes, and some of
that fish is either dead or dying.

All the abovementioned fishing methodsxcept bottom trawling and Danish seine, meet
with requirements set by available seafood ecolabelling programs. Bottom trawling and
Danish seine are however more controversial, as Friend of the Sea automatically rejects all
fisheries that cause damagetie seabed; but MSC and KRAV impose serious restrictions

on the use of such gear. It has to be considered highly likely that restrictions on the use of
bottom trawls in certified fisheries will increase in the future, as concerns for issues such as

seabd disturbance, fuel efficiency increase.

6.1.4. Transportation
Transportation from catch to consumer is an issue that is not yet included in the scope of
seafood ecolabels, but increasing concerns over carbon emissions has already inspired
retailers and producetso | a b el products with their HAcar
likely that transportation is going to become an important issue in ecolabelling of seafood
in the nearest future. This could create difficulties regarding ecolabelling of Icelandic
seafood products, because the largest growing sector in the Icelandic fishing industry is in
transporting fresh fillets by air to consumers in Europe and the US onta-day basis.
Airplanes use 50 times more fuel to transport each kg of freight drgo gessels, which
means that they emit a lot more of £@ompeting countries are generally able to use
other means of transportation, such as trains and trucks, as that emit relatively low amounts
of CO,, but Iceland does not have that opportunity.iefd of the Sea and MSC do
presently not include transportation in their standards, but KRAV addresses the issue by
stating that transportation shall be kept at a minimum and the means of transportation

needs to be as environmentally friendly as possible

6.1.5. Social issues
Social issues are included in the scope of MSC and Krav, but the criteria are very vague.
These issues have never been raised when certifying fisheries in the past and the standards
are quite open to interpretation. The main idea with irmatmg social issues into
ecolabelling of seafood is probably to prevent human rights violations such as slavery and

mistreatment of labour, but not to preserve jobs in disperse settlements.



Recent ruling of the UN human rights court, declaring that imptgation of the ITQ
system had been discriminating, is not likely to prevent Icelandic seafood products from

being certified by these labels, because the criteria is much to vague.

6.1.6. Other issues

Other issues that are (or could be) included in the scomeaéabels are not likely to
prevent Icelandic seafood products from being certified, but could create opportunities for
producers in their competition in foreign markets. 1UU fishing is for example a major
global problem that Icelandic waters are reldyiveee from. Waste management,
recyclable packaging, use of harmless chemicals and use of renewable energy are all issues

that Icelandic producers are either already doing well in, or could easily improve in.

6.2. Available alternatives

There are several aiteatives available for the Icelandic seafood industry regarding
environmental labelling of their seafood. One is to do nothing, another to use already
established labels and third to initiate its own label.

6.2.1. Do nothing

By doing nothing, the industry wouldsk getting alienated from important markets, as
requirements for environmental responsibility increases. It has however been shown in
this paper that these requirements have mostly been coming from the larger retailer chains,
whilst the average consumer more or less unaware of these issues. The labels are
therefore acting more like an admittance ticket to certain markets, than informative
message meant for the final consumer. Some of the largest retail chains in the UK have
nevertheless chosen touwsce their seafood from Icelandic waters, partly because they
believe it to be environmentally the best option available, regardless of any labelling. It is
therefore debatable whether the Icelandic seafood industry needs environmental labels at
presentit me . The AStatement on responsible fis
2007 by several stakeholders in the Icelandic fishing industry, could be enough to convince
retailers around the world to source Icelandic seafood because they are enuiatipmen
responsible. But the twpage statement is probably not going to be a consumer facing

nl abel o0, because average consumers need si
ecolabels like the MSC label will become better known amongst regular cassumtiee

nearest future, at least in marketplaces like UK, Germany, Scandinavia and the US. It is
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therefore possible that the most important market areas for Icelandic seafood will require
some sort of environmental labelling in the future. The Icetasdafood industry should
therefore try to be prepared, and should in fact try to use ecolabels to its advantage by
being proactive instead of reactive. There are definite marketing opportunities in
environmental labelling, it is just a question weatleng of the already established labels

fit the Icelandic industry, or if it should rather initiate its own label. There is also a need to

decide whether to focus on firsseconédor third party labels.

6.2.2. First party labels
First party labels are sometimealled sedeclarations, because they are awarded by the
producer himself, which measures his product against his own standard. There are several
of these labels around in the global seafood industry, but they generally lack credibility and
are therefoe considered unreliable. They might be used in some cases to convince
consumers of various environmental benefits that are associated with a particular product,
but they would first need to get by the retailer, and retailers operating in the market areas
for Icelandic seafood are likely to mistrust these labels. This type of labelling could
therefore create bad publicity and discontentedness amongst retailers and
environmentalists, regardless of whether the label is projecting true of false information.

First party labels are not a good alternative, due to lack of credibility.

6.2.3. Second party labels

Second party labels are labels that are awarded to a second party by a certifier who also
creates the standard. These labels face the same dilemmadeckedtions, which is a

lack of credibility, since both parties have a direct stake in awarding the label. The
credibility of the label does rest on how credible the certifier is, but retailers and other
stakeholders are usually defensive against theses|alasl they typically smell of
Agreenwashingo. There are a few of these |
none that would fit the Icelandic fishing industry. These labels are for example some of
the fAdol phi n s af e dusttydabasithat are awarddd by etviromraentél i s h
organisations, labels awarded by an industry to individual companies and
recommendations of various stakeholders could also be considered as second party labels.

Second party labels are not a good altéveatiue to lack of credibility.
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6.2.4. Third party labels

Third party labels have been gaining increased momentum inside the seafood industry for
the past few years and do now appear to be taking over as the only realistic alternative.
The main reason for theiscess of these labels is credibility, because the certifier, which
evaluates a particular fishery against a formal standard that has been developed by a label
owner, is completely independent i.e. there is no financial gain for him to either approve or
reject the fishery for certification. Choosing a third party label is therefore the only
realistic alternative, it is just a question on whether to use already established foreign label

or create a new Icelandic label.

Foreign labels

There are presently the of these labelling schemes available for Icelandic seafood
producers, but they are the MSC, Friend of the Sea and KRAV. The MSC is by far the
best known of these labels and could almost be described as having a monopoly on the
market for third party laels for wild capture fisheries. It has a wide range of certified
products, is accepted by most stakeholders and is relatively well known in important
market areas. Friend of the Sea and KRAV have in comparison very limited range of
certified product; evironmentalists look on the Friend of the Sea as an inferior label and
the KRAV label has an overly extensive scope in the opinion of many producers. They are
in addition almost solely known in very specific market areas that are not very important
for the Icelandic fishing industry, Friend of the Sea in Italy, Portugal and Switzerland; and
KRAV in Scandinavia. It is therefore logical for the Icelandic fishing industry to look
towards MSC if they are to use already established environmental labellinges¢be
certify their fisheries. It could however be plausible for individiistheries thathave
important markets (or spot new market opportunities) in the market areas where Friend of
the Sea and KRAV are best established, to consider them as avdilaiataes. Some
smaller producers could for example use the Friend of the Sea label to sell salted cod to
I'taly; and half of |l cel andés production of
KRAVG6s strongest mar ket a ras an. admisgdion ¢icket to |l a b e |
marginal markets, like the organic market for example. This alternative is already being
explored by The Icelandic National Association of Small Boat Owners (NASBO), which
has been looking into getting their products certifigdkiRAV for the past two years

(AVS, 2006). They have been working with Arenea Certifiering AB, which is one of

KRAV6s accredited certification bodies, on
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and one processing facility certified to produc®AY labelled haddockand catfish

products. Arenea Certifiering AB is expected to complete its evaluation in the summer of
2008, according to Mr. P8l sson (2008), NASI
to market the products in Sweden, where organ out |l et s have expr e:
interest in sourcing these products at favourable prices.

The MSC label would however be more practical for larger companies that are focusing on
mass production for larger markets. The label has though been higldigedi amongst
stakeholders in the Icelandic fishing industry for being too powerful, too expensive and

overly i nfl uenced by Afenvironmentalistso.
guestionable reasoning. They f1night persuade mp | e
the | abel operators to make fAunreasonabl eo

Their main concern is that environmental NGOs will soon insist on rejecting all fisheries
using bottom trawling and Danish seine, which would pregestkclude 49% of the
Icelandic cod catch, 62% of the haddock catch, 88% of the pollock catch and 96% of the
plaice catch from getting certified (Directorate of Fisheries, 2007b). It is still mere
speculations whether the MSC will comply with these demahds there are however
some already certified fisheries using these fishing methods and even more who are
undergoing full assessment, which suggests that these worries might be unnecessary, at
least for the time being. But there is however a reasorh&setconcerns, because the
reality is that these fishing practices are not as environmentally friendly as other
alternatives. It is important not to overlook that environmental labels are supposed to
convey the products environmental impact. It is thereeonly logical to presume that
bottom trawled fish will have more difficulties getting certified than line caught fish for
example

Funding of the MSC has also raise some concerns amongst producers, because almost half
of the | abel 6s ohbgndteddrom therPackard fonrmationhwdish could
influence how the MSC is operated. Proportion of funding coming from logo licensing is
however going to multiply in the budget year 2007/08, because the licensing fee has
quintupled and number of accreli fisheries has doubled. Most of the funding is
therefore going to originate from the industry itself, which is going to make these concerns
unnecessary.

The Industries concerns about how powerful the MSC is becoming is also debatable,
because it is mircsimpler for everyone to have just one label that everybody understands.

Different scope, criteria and definitions only confuse the consumer and environmental
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efficiency of these labels could be jeopardised if producers are allowed to use vague
Afenviemdrmml|ly friendlyd claims to mislead th

an advantage, rather than a drawback.

There are numerous fisheries in Europe and northern America that are presently either
fully certified or in the process of becoming tifeed by the MSC. The Icelandic fishing
industry has however chosen to stay away from the labelling scheme and has in fact
lobbied against it. There are nevertheless a number of fisheries that could probably
become MSC certified without much difficultyHerring caught in purse seine would for
example be a good candidate, as a healthy andmaglhged stock that is caught in a
relatively environmentally friendly manner. Jigged and-taeght haddock should also

be a good candidate for certification,chase it is relatively the most environmentally
friendly method used to catch a stock that is in a very good condition. Bycatch of cod
could however make it more complicated to certify a haddock fishery. The blue whiting
fishery could also be eligible faertification, but the products are generally not used for
human consumption, which severally reduces the benefits from becoming certified, since
the fisustainable seafood movement o has not
It would probably be more diffult to get other Icelandic fisheries certified by the MSC.

The condition of the cod stock would for example make it very difficult for it to attain
certification, regardless of what fishing method is used, but line and hook fisheries could
possibly be kgible because they cause the least environmental impact. Trawl fisheries on
the other hand (regardless of target species) would almost certainly be rejected and the
assessment would undoubtedly be very expensive, because it would involve assessing the
environmental impact on the seabed. In the unlikely event of an Icelandic bottom trawl
fishery becoming MSC certified, it would have to be subjected to strict spatial restrictions
that would severally limit the fishery.

Line-caught, gillnetted and jiggedraundfish; apart from cod, Greenland halibut and
plaice; should be eligible for MSC certification if the management system secures that that
catches are in accordance with scientific advice, but that has been lacking until now (see

appendix 6).

Icelandic bbel

Establishing a new third party ecolabelling scheme is an interesting alternative that could

either be entirely an Icelandic initiative or a cooperative of Nordic states. Such a label
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would however automatically be measured up against the marker I@48€) at the
international front. A new label would therefore have to be more strenuous than the MSC
if it would not want to risk being regarded as a seedads label, like the Friend of the

Sea label. It would have to be a third party label, togoetagredibility and reliability; and

it would also help if it would have a broader scope than MSC. Life Cycle Assessment
would for example be an interesting point of view that could benefit Icelandic producers,
especially if they would adapt their prodiect to it. Line, hook, gillnet and purse seine
fisheries would for example benefit because of fuel efficiency and low carbon emissions.
Processing plants would benefit because t hi
Producers could very easiijmprove in using more environmentally friendly materials in
their production; they could recycle more and use recyclable packaging where possible.
Bottom trawled and air transported fish would however risk being rejected for such a label,
but since the laest retailers in UK are already beginning to insist on I@Relling, which

is going to project badly on them, environmentally conscious consumers are likely to avoid
them anyhow.

It would probably be simplest if a new labelling scheme would be soleligedandic
initiative, because it could be adapted in one way or another to the requirements of the
Icelandic fishing industry. The Icelandic fishing industry is quite different from other
Nordic fishing industries because it is generally fishing fromallstocks, which are solely
managed by Icelandic authorities; and because majority of Icelandic quota owners are
involved in the whole supply chain, while the Norwegian and the Faroese fishing industry
is for example typically divided into catching and ggesing companies. Getting various
stakeholders to look at the whole picture and establishing traceability in the chain of
custody is therefore much easier in Iceland.

An Icelandic labelling scheme would have to involve various stakeholders in order to
display reliability and credibility. Representatives from the industry, scientific community,
environmentalists, retailers, consumers and others would need to be consulted.
Accreditation would have to be done by international certification companies,asuch
Bureau Veritas Certification and Moody Marine Ltd., in order to prevent any conflict of
interests. The cost involved in implementing and running such a scheme would be quite
considerable and funding would be very tricky, because of appearance iauldt for
example not reflect favourable if most or all of the funding came from the industry itself,
suggesting that the industry could excessively influence the standard. The accreditation

process would also be quite expensive, especially if the scope tavdoe broader than
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MSCO6s. I't is therefore no reason to bel
could be any less expensive than MSC, if it is not going to run the risk of being regarded
an inferior label.

Establishing a new label wouldvalve creating a new brand that would have to be
publicised in international markets, and that is an expensive task, which by itself does
probably make an Icelandic label a bad idea. The French government has for example
decided to invest 490 million USBDver the next three years in establishing a French
seafood ecol abel . An amount representing
2006. Such an initiative is therefore probably economically unpractical.

The label that is presently being deveddpoy LIU and various other stakeholders in the
Icelandic fishing industry is only supposed to focus on stock size and the management
system; which might be enough to satisfy requirements of most retailers and consumers,
for the time being. It does howeveeglect important factors that should preferably be
incorporated into seafood ecolabelling, such as fishing method and carbon emissions. By
focusing only at the mere necessity of variables, this label is only going to be a reactive
answer to requiremesithat are undoubtedly going to intensify in the nearest future. The
limited scope, dilemma regarding funding of the scheme, lack of stakeholder involvement
mi ght be interpreted as Agreenwahsingo.
methodology behindrying to come up with a scheme that almost automatically approves
all fisheries of an entire nation. Environmental labels are supposed to signal to the
consumer the best available alternative, because they are mainly meant to be used for
environmental prizction and not just as a marketing tool. Environmental efficiency of a

labelling scheme should be the ultimate goal, because everything else is dependent on that.
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7. Conclusion and discussion

It has been shown throughout this thesis that there is a gravegna nd i n t od

marketplace for seafood that is as environmentally friendly as possible. As a result
stakeholders in the industry have started to label products to convey their relative impact
on the environment, in order for retailers and consumese tble to differentiate between
environmentally responsible products and those who are not. These labels, who are
generally referred to as environmental labels, are of various nature, with different criteria
and scope, ranging from single attribute lalibat are extended by the producer himself to
labels that take numerous variables into account and are awarded by an independent third
party.

Some mar ket areas have come further along
others. This thesis hasrfexample shown that environmental issues are being taken very
seriously in some of the most important marketplaces for Icelandic seafood. Some of the
largest retail chains in the UK are for example applying strict seafood sourcing criteria for
all of their seafood procurement, and retailers in Germany, USA and Scandinavia are also
increasingly taking environmental factor into consideration in their seafood sourcing. It is
therefore evident that there is a demand for ecolabelled seafood.

When consideringvhat labelling alternatives are best suited to meet with the needs of
environmentally responsible Icelandic seafood companies, it soon becomes apparent that
third party labels are the only realistic alternative. Other options lack credibility and are
therefore more or less useless. This thesis identifies five different approaches for seafood
companies in attaining certification. They are as follows:

A A domestic label, which is already being created, but is apparently going to lack in
scope. It thereforeuns the risk of being regarded as an inferior label and is not
going to provide any environmental gains, since it is meant to automatically certify
the entire Icelandic seafood industry. There might however be an opportunity in
taking this label to tha@ext level, which would involve making it more strenuous
than other similar alternatives. But this option is probably not viable because the
Icelandic seafood industry would not be able to finance such an initiative.

A Scandinavian cooperative has been evqal in the past, but the countries have not
been able to unite on a single standard. A number of Norwegian and Swedish
companies have now applied for MSC certification, which is probably going to
discourage other stakeholders from further exploringatesnative.
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A The KRAV label has a strenuous standard and does therefore project to consumers
that certified fisheries are in fact environmentally friendly. But the label has a very
limited market share and could therefore probably only be used by smaller
producers, focusing on the Scandinavian market.

A Friend of the Sea is an inexpensive alternative, but the label is primarily recognised
in market areas that are not important for vast majority of Icelandic seafood
companies. It could however be an intaregtoption for smaller producers
focusing on markets that recognise the label, such as Italy, Portugal or Switzerland.

A MSC is the only alternative that could be regarded as global. It is respected by
most stakeholder groups and is particularly well knawnseafood buyers in
important market areas for Icelandic seafood. It therefore has to be identified as the
best option.

The conclusion is that the Marine Stewardship Council is the best available alternative for

environmentally responsible Icelandi@gsod companies.
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