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Abstract

This paper analyses the structuréNad mi Higshargsactor which consistef both marinebased fisheries

and aquaculturé’he studyexamines the e c tgoversatce structure and teolution offisherystocks

and assesses thperformance of the sector in terms of catch effort, sectoral contribution to GDP,
emgdoyment, an contribution tointernational trade. The analysis concentrates on the rrzased
fisheriesand applieswo analytical methodsa qualitative approach that solicits views frtooal fishing
associations and companigsd a quantitative apprda that uses the decision support model to identify
realistic export opportunitie¥he main challenges inhibiting the growtiNo mi b i a &Gectorfincledd e r y
a shortage of skilled labor lack of vesselsseismicimpacts of oil exploration, and threaposed by
proposed phosphate mining at s€he paper alsexamines he gover nment 6és drive f
arguingthatwhatis deemed value addition from one angle may constitute value destruction from another
The authors also argtleatthe drivefor value additiormay cause companies to fapeoblems withtheir

current trading partnera&/ho may ussanitary angbhytosanitary measures to restrict the entry otessed

fish into their markets.

Résumé

Cet article analyse la structure du secteuad®che de la Namibie, qobnsiste en péche maritime et en
aquaculture. L'étude examine la structure de gouvernansectieur etévolution des stocks de péclet

évalue la performance du secteur en termes d'effort de cafguoetribution sectoe | | e aamplél,] B, d©6
etdecontribution au commerce international. L'analyse se concentregaHemaritimeet applique deux
méthodes d'analyse: une apgine qualitative qui solliciteek points de vue des associations de péche locales

et des entrejges et une appche quantitative qui utilise unodéle d'aide a la décision pour identifier les
opportunités d'exportation réalistes. Les principaux défis qui limitent la croissance du secteur de la péche
de la Namibigncluentune pénurie de maidh ' 7 uguatifiée, un manque de navires, les impacts sismigues

de I'exploration pétroliére, et les menacesstituéegar les mines de phosphate en mer. Le document
examine aussi la volonté du gouvernementrpa création de valr ajoutée, emontrantque ce gi peut

°tre per-u comme coé@araiicanstitualuaedesteuttienwde valdud de Hauttes

auteus font également valoir que la volomt@jout de valeur peatmenetes entreprises faire face a des
problémes avec leurs partenaires commerciaux actuels, qui peuvent utiliser les mesures sanitaires et
phytosanitaires pour limiter I'entrée des poissons transfasurésurs marchés.



1. Introduction

This study examines the structure and performanbeaoini bi a6 s f i sedketo shedfigamtat or and

barriers to the expansion of the sector. Tibleery sectod growth potentiahaslong beerrecognised by

the Namibian government both under the Targeted Intervention Programme for Employment and
Economic Growth (TIPEEG) and more recently underghe v e r n noarth Natisnal Bevelopment
Programme (NDP 4Fpecifically, the fishergector has significant opportunities for output growth, value
addition, and employment creationhés also beeslso targeted for investment by the governmentreasd

the potential talevelop an enhanced value chain with signifitiakigesto the resbof the economy. Thus,

in 2015,Na mi bMirastiysof Industrialisation Trade and SME Developmeim a bid to enhance
agricultural performance and value addition, contracted a consultancy company to perébue chain
analysis of the agricultural arfidhery sectors.

This paperseels to explore and examine the demand and supply conditions of fish and fish products,
highlighting prospects for growth and expansion. Our analysis contributes to the national development
agenda (under NDP 4) and Vision 2030, ethiis a milestone envisioned for sifigant industrial

development.

Namibia is regarded as an upeiddle-income country, with a GDP per capita of approximaté8s
5,293. Despite this statuspweverthe country isharacterizethy many social and ecomic challenges.
Income inequality is highwiith a Gini coefficient of 0.59)althoughit has been falling over the pas 2
years;poverty levelsand the cost of living aralsohigh, and thus quality of life is not in unison with the
C 0 u n macyoiddicators. The incidence of poverty is estimated at aboyte®€entof the population,
and it is estimated that about half of the poor population is in severe pdvengtheless,evere poverty

has declined remarkably overcentyears (Chiripanhura @Nino Zarazua, 2014).

The majority of the population is rural, but urban poverty is deeper than rural pdVertyni bhunaad s
development index is rather low, at 0.61 (ranked 128th out of 186 countries). Unemployment averages
about 30percentof the labo force and is worst among youth. The economy relies on exports, mainly of
primary productsFor the bulk of its consumption requiremenddrica (consumption goods, banks and
insurance companies, building and ieegring materials, cars, etc.hetcounty relies on imports from
SouthAfrica. Apart fromits internal social and economic challenges, Namibia is largely an open economy
and is therefore vulnerable to the vagarieglobaleconomic fluctuations, especially through its exposure

to the South Afitan ecaomy.

As part ofits initiatives to addresthesevaried challenges, thé&amibiangovernment hasstablished a
series offive-year national development plans, a national Vision 2030, and several other interventions.

Theseprogramsa i m t o parr dma tnéthuégkibitsignéfisant growth potential (notably tourism
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and fisheries), to create sustainable jobs, and to foster the development of a manufacturing base (GoN,
2004; 2012). This study focuses on fisherysector because of its potentialcreate sustainable jobs and

because athe government policy to promote the sector for vadgition and employment creation.

Thefishery sectorcontributes an averagd 3.5 percentto N a mi bréalaGDRB.It is administered by the

Ministry of Fisheries and Marine Resources (MFMIRYis regarded as an important sector because (i) it

is the fourthlargest foreign currency earner (as of 2012); (ii) it is a big emplegeeciallyin the Erongo

region employing 25,000 people in 2G1&nd (iii) it has potential to contribute toh e c ofoodt r y 6 s
security and livelihood diversificatiolNearly half the harvested fish is exported to the SADC region, and
domestic consumption is about p6rcentof the harvest. Fis exports increased by 4#rcentin 2012

following largercatches and incread value addition (MFMR, 2013).

To our knowledge, nsimilarstudies have been carriedoun Nami bi ads fi sheries sec
that we employ. This study is therefore unigué¢ onlybecause it is thert such study to focus on both

sea and fresh water fish production, but also because it applies methodological triangulation to present
different perspectives of the sector.

The study als@nalyzedoth sea and fresh water fisheries and argues for gieaéstment in the sector

and in export diversification and intensificatiorExport diversificationw o u | d reduce the
vulnerability to international economic shocks amild potentially unlock additional supply potential.

The exploration and ahysis of alternative marketaclude arin-depth market analysis aadalysissupply

strategies for the most lucrative export opportunities (Salk&trgh,2007). The success of #estrategies

depends on the identification and selection of new markefish aml fish products.
1.1 Objectivesof the study

The primary objective of thetudy is tgprovidea comprehensive analysis of fiieherysector in Namibia.
The study examines the challenges faced by firms in the sector and explorés @rdy@nce he sect or 0
economic contribution The study has thellowing specific objectives:
i.  To conduct a review of literature on the fishing industry. This involves analysis of demand
and suply and of market availability;
ii. To identify fish types,quality and quat i t vy, and f icentpeétitivgnese o mp a n |
relative to other producers, and in line with requirementsdeftified and proposed
markets;
iii.  Toidentifyexport (or supply}trategesfor Namibian fish and fish products to international
markets
iv.  To suggestlternativeexport marketand marketing systems required to respond to the

market demandnd government push for expansion of the seatut



v.  Toidentify factors influencin§ish marketing that can be dealt with at technical or political

levels.

Methodsof analysis
A number of methods are applied in order to ntbeseobjectives. We applypoth qualitative and
guantitative techniques in order to take advantage of the strengtaslohethodologicabpproachWe
apply the qualitative methodology to colleataon the operationsf the fishery sectaandthe challenges
facing fishing companies. We conductdapth interviews with representatives of fishing associations
order to gaima clear understanding of the operations in the sector. We also cditehattirereview to
understand the laws governing fighery sector and to review research that sheds bgka the structue
and operations of the sector.

We apply quantitative techniques to establish the performance disktieey sector and to determine
prospective export marketslere we use the decision support model to select export opportunities with
high potential for viability
The study isstructured as followsSection 2 lays the foundation of the study by presenting bamkgd
information on the structure of tHishery sector Section 3examineshe economic performance of the
sectorandidentifiest he r ange of products and tihtermsog amomgr 6 s
other things, value addition and emplam Section 4£ontains the empirical analgsf howfisherysector
exports can be promoted and diversified. This section idetivinto threesections, namely:
a. asection thaanalyzesiata collected from fishing associatiargl fishing companied hissection
also presents a detailadalysis of thehallenges faced by fishing companies;
b. adetailed analysis of realistic export opportunities for Namibia using the decision support model
This section presents a detailed analysis of the existing expatiait for selected fish and fish
products and

c. asection that examines prospectiveeatsifications for the sector.

Lastly, Section 5presents thehallenges and prospects fisherysector growthlt discusses the issues that

the government, fishingssociationsandfishing companiesall need to consider in order to promote the

sector in line with the guidance envisioned in the national development plans and national Vision 2030.

The section also concludes the study.
2. Background to the Fisheries Secto

N a mi bmaia écenomic sectors are mining and quarrying (fp&r8entof GDP in 2012, of which 8.3
percentwas diamond mining), agriculture &ercen), and fisheries (3.§ercen} (Namibia Statistics

Agency,2012). Thefishery sectorpresents auccesstory of sustainable natural resource exploitation in
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the country. With a coastal border stretching about 1,500km, Namibia has a rich marine ecosystem well

fed by the Benguela current systdimis currenis rich in pelagic (deep sea) and demersal fishpsrted

by plankton production driven by intense coastal upwelling. Becaush of its coastlineis desertthe

Namibian coast has few urban settlements, unlike other coasilimesdthe worldthattend to be very

densely populatedlhis low settlemend ensi ty means that there is [|itt
waters, hence the good quality of the marine ecosystem (IMF, 2011). This environmental acharithge
potentially be exploited to expand and brand Nami
The clealiness of Namibian waters ensures that the country has access to high quality fish with an
international appeal. Thaistainable exploitatioaf this resource reliesn the excellent managementioé

MFMR. The development of tHessherys ect or is entrenched witidan t he ¢
national development programmes (NDPthe fourth such plan covering 201217, is currently in

implementation.

TheNDP 4 has three main goafestering faster and sustainable economaagh, creatingemployment,

and enhancing income equality. Tpéan identifies four areas of strategic focusgistics, tourism,
manufacturingand agriculture. In resonance with the national Vision 208186, the development plan
emphasises the nationalaj of industrialisation and manufacturingf, whichmining and agriculture form

the core. The intention is to create and enhance synergies betwsesetiters througkhe processing of

raw materials from the primary sectors dhd creation of jobé the manufacturing sectofhe fishery

sector is one sectan which, through sustainable management of fish stocks, the government is pushing
for greater valueaddition and sustainable job creation. The government haswim&mg with private
sectoffishely enterprises to create jobs antbre specifically, to increase the value of the sector to achieve
both higher earnings on processed fish exports and higheslelvemploymentGiventhatfisheryfirms

have to apply for their quotas every year,thegead vi ew, even from t these wor ker
higher quotas should be given to firms that are creating morggsbscially through value addition, and
tothose that are reducing the seasonality of employment in the sector. Firms thastalaslicapacity to

add value and therefore operate all year round also have better capacity to push for higheDtiogas.
other hand, the Ministry of Fisheries and Marine Resources is committed to maintaining a fair balance
between the total allowadblcatches and quota allocations in order to sustainably manage marine fish
resources (MFMR, 2013). For theseasos, we exami ne tgdalevalug eddigon anche nt 6 s
critically evaluate the exit# to which it can be achieved.

Thefishery sectorconsists of a primary stdector that harvests fish and a manufacturingsaaor that
processes fish for both the local and export markets. The sector can also be divided intestetosslny
resource type, namely mariased resource exploitationcaaquaculture. The former is dominated by

private enterprisewith no direct government financial support and is internationally competitive.
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mainly concentrated &Valvis Bay and at LuderitAquacultureis strongly supported by the government
in order to create jobs and impro¥eod secuty and nutritionwithin the country This subsectoris
concentrated in the northern and southern part of the coufiky. main challenge to aquaculture
development is inadequate waseipplies given that a largportion of the country is deseahdthatthere

are few perennial rivers in the north and south of the country. As suchistipetential to establistiesh
water fisheries in the norddasterrand soutkrn partsof the country. The central regions bktcountry

are generally dry and are dominated by animal husbandry activities, especially cattle rearing.

This study focuses on boslibsectorsan order to emphasizée possible synergies between the two. Both
marinebased fishing and aquacultuaee exanined to the extent permitted by the existing data, but there
is moreemphasis given tmarinebased fishing becausedsta availability anthe position that it currently

occupies in thd&lamibianeconomyn the following section we analyze the structaf¢he fishing sector.
2.1 Structure of thdishingsector

As an entry point to examininla mi b i a 6 sectof, wes stagt bognalyzingthe legal framework

governing the sector, as well as the c tingtituiosal setup.
Legal framework

Thef i s h er ylega &#amewonk &sswith the sector itseléan be divided into twparts one part
governing the exploitation and management of marine resources and anetr@ingpthe aquaculture

sector.
Marine resource exploitation and management

When the country gained independence in 1990Na mi bi ads marine resources
foreign fleets and a few privileged Namibians, and many species werexqleiteddue to an open access

policy (Lange 2003) Thenew Namibiangovernment proeimedan exclusive economic zone (EEZ) to
establish exclusiveaghts over marine resources within a 200 nautical mile distance from the shore, in line
with the United Nations Law of the Sea. Through the Ministry of Fisheries and Marine Resources, the
govenment formulated a policy framework to rebufish stocks ando managemarineresourcesnore
sustainably A fishery sector white paper was developedhathree main objectiveqgi) rebuilding fish

stocks and controlling their exploitation; (ii) estabiigh effective mechanismi®r the monitoring and
surveillance of resource use and exploitation; and (iii) establishing a flourishing fishing industrguttht
addvalue to the resource aethpowerthe Namibian public. The framework emphasised the nedtidor

Nami bi anisationé of the sector through affirmati vi
ownership of fish resources by formerly disadvantaged Namibians. To ensure tretiogabf these
objectives, theNamibian government introdced the Sea Fisheries Act in 199is act set out the

institutional framework for the operation and management ofishery sector, including the granting of
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norttransferable quota rights, the setting of total allowable catches (TACsYhantirecting of data

collection and research on marimsources.

The bases for quota allocation are employment creation and corporate social respoisthiliting the
upholdingof governmenstandards, rulesind regulations. The issued rights last for periods ranging from
seven to twenty years, conditional on the aims and objectives of the Act, including ownership, investment
levels, and fishing experiencéor example, irhake fishingthe initial quota stad that abou60 percent

of the allocated quota must be landed onshore for procesistngemaining 4@ercentcouldbe frozerand
exporteddirectly from the sea.However, as theres preference for landing wet fish onshore in order to
promote and sustaimnshoreemploymentthe 60:40policy was amended to 70:30 in order to strengthen

value addition initiativeand employment creation.

The 1992 Act was repealed in 2000 and replaced by the Marine Resacirdbss new Actwas supported

by the 2001Regulaion No. 241, which regulated the exploitation of marine resources. The regulations
govern the granting of rights, allocation of quotas, las&hsingof activities in thdisherysector. They also
govern the nortommercial exploitation of marine resourgesg. recreational activities) conservation
measures (e.g. control of trawling activities and measurement of masldedgtermine the fishing seasons
for various species. Further, the regulations outline the compliance and control measures provided for un

the Act, as well aapplicableoffences and penalties.

The Marine Resources Actaitda c companyi ng regul ations enhanced Né
country with a coastal border that requires effective management in line with internaticiedingsi The

Act emphasizes he count r ytdeffectvedodnd effigieni management of fish resources and
allowed the country to sign agreements like the Law of the Seas (1982) and the UN Fishing Stocks
Agreement (1995)Namibiaalso joined the Imrnational Commission for the Conservation of Atlantic
Tunas (ICCAT) and the Southast Atlantic Fisheries Organisation. Commerciallploitable fish varieties

like hake, horse mackerel, pilchaahd anchovy are managed through quotas and TACs, in iihehg
international agreements signed (e.g. ICCAT sets the tuna quota depending on what Namibian companies
are able to catch). Other controls in place include restrictions -@atbiies, protected areas, and closed
seasons to enable successful recruitroéstocks. There is alsorestriction on the mesh sizieat can be

used(for hake, monkKish, and deep sea red crab), on minimum size restridiiom@¢rse mackerel and rock
lobster), and on effort (for rock lobster, no more than 100 traps per v&sselly, there are also provisions

for theharvesting of seals, which are predatora variety oflocalfish types (Edoff, 20125eainspectors

and observers are tasked with the enforcement sttlegulations and penaltiesor any breach of the
provisions of the Act are levied accordingly.

The management of marine resources was further strengthened by the introduction of the Marine Resources

Policy of 2004.This policy details the history of thigsshery sector ancemphasizeshe need for greater
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involvement of Namibians in the management and exploitationtofe ¢ ofishrrdsaurgedThe policy

covers issue®f marine sector resource development and ownergtipwell asthe implementation,
monitoring and control of resource us@élhile fishing companiesoften preferto process fistat sea to
ensure higher prices for their prodydte 2004 policywith the Marine Resources Act, encourages onshore
processing of wet fish to create employment. The regulatory framéardaiks policyis thereforeadjusted
continuouslyin orderto meet government objectives without compromising the viability o€toeu nt r y 6 s
fishing companies.

Marine resource management under the current legal framework ingtdegsassessments through annual
surveys ananodelling to inform decisiormaking (e.g. setting of the TAC) apdeventover-exploitation.
Scientific studies and resource modelling are central to stock management. The stock assessment methods
in placeutilize survey data (e.g. two annual surveys of the pilttsdocks, in March and in October) and
commercial catciperunit effortsto adjust TAC levels (for hake, horse mackerel, pilchard, monk, orange
roughy and deep sea red crab). In addition, the legal framework protects the marine environment by
monitoringthe quality of coastal waters and preventing the discharge of raw iwtsthe seadNonetheless,

there is need for closer cooperation and coordinatimong different government ministries whose
responsibilitiesoverlap on the marine ecosysteihese intude the Ministries of Fisheries and Marine
Resources, Environmeiaind Tourism, and Mineand Energy issues that exist among these different
ministries includehe mining of phosphates aiss@as well aseismic activites and oil and gas exploration.

This last issue seismic activities emanating from petroleum exploratitmof significant concern to the
fisherysector Fishing Industry Associations, through the MFMR, are lobbying for the implementation of
the Environmental Management Act (EMA) 72007 however,it is alleged that the Ministry of Mines

and Energyhas been avoiding the implementationtto$ Act (ostensibly because petroleum exploration is

not explicitly listed for environmental impact assessment under the EMA), instead preferatigw
seismic activities under the Petroletxploration and Production Act.

Marine subsector institutional framework

The exploitation and management of marine resources fall under the Mkl hadour directorates

resource management and scientific research, operations and surveillance, policy planning and economics,
and aquaculture. The Marine Act provides for the existence of a Marine Resource Advisory Council as a
primary channel for consultative engagement akaholders omll policy matters. The Fishing Industry
Associations are a consultative channel for engagement on resource use, sectoral development, and
economic engagement nationally and internationally. For example, in, 20&4~ishing Industry
Associatons engaged the government in negotiations to change the tuna fishing Beasahe current

OctoberApril seasorno SeptembeAugust.
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The MFMR s responsible foprotecting, monitoringand managing marine resources in a sustainable
manner. Given the @ort-orientation of thdisherysector, theVIFMR is alsomandated with ensuring that
only high-quality fish andish products are exported. TMinistry currently useshe Namiban Standards
Institution (NSI)to meet and maintain thminimum standards set by trading partners. The hazard analysis
and critical control pointsystem(HACCP) is a quality control programmused to identify and assess the
possible risks associated with different stagdshbfproduction that may compromisiee value chain. The
system allows fofull traceability of food sources in orderisplate cases of contamination.

The MFMR is also responsible for the inspection of marine vessefsiagsuring that ofboard handling

and processingystemaneet and mintain set standards. The MFMR is responsible for the collection and
analysis of marine dat it conductsurveys, monitors recruitment rates, and handles quota allocations and
licensingissues. It also determines TAC levels, thus ensuring sustainable Ist@ls. Quotas can be
increasd and/or reducgfor particular individuals in line with provisions of the Marine ResourcesFamt.
example, irR014 the Ministry issueddditional quotas of mackerel and hake (1,000 tonnes eaakghimn

companiesganst theadverse effects of seismic activities.

Thes e c tinstitutional frameworks represented schematically in Figdrbelow. The figure shows that
the management of marine fisheries is performed by two directorates in the MFMROp€&hations
Directorate is responsible for technical services and for monitoring, caritb$urveillance. ThResource
ManagemenDirectorate is responsible for the collection and maintenance of statisticahruhtéor
directing research as required by Mmistry.

Figure 1: Institutional framework Marine-basedfisheries

Ministry of Fisheries and Marine Resource

{ {

Operations Directorate

Resource Management
Directorate

2 v v v

Technical Monitoring, Control and
services Surveillance

Applied research ResearchManagement

Source: MFMR website
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Structure and distribution of the marine fisheries activities

As highlighted by the legal framework above, tisherysector consists of a largely successful and export
oriented marine resource sector amdip-andcomingaquaculture susector which includedresh water

fish farming.Namibia has made significant progress in laying the groundwork for developing of the fishery
sector, fom the elimination of fish poaching by vessels from as far afieldpagh &nd Russia to the
establishment dbcal participation, regulatiorand monitoring of the exploitation of fish resourdesvas

hoped that greater dynamism could be injected through higher value addition, lgataitias not been
realized for a variety of reasons, including declining stocks @nedopaque nature of sonmieshery
operations. We will explore thesdallenges in our discussiai the possible expansion of processing

activities and foreign markets for Namibian fish.

The variaus policy papers and Acts governing tiighery sector are discussed ih&bourne(2013).

Broadly, the fishing indusy falls under the MFMRand is administered under the Marine Resources Act
and the Aquaculture Act. The exploitation of marine resouscessierved for companies that meet certain
criteria set by the government. One of the main drivers of the new fishing sector administration was the
implementation of an indigeration policy that sought to increase the participation of formerly
disadvantagd Namibians. The government also sought to increase employment creation aaddititue

in the sector. Fishing rights were given for periods ranging from three to ten years (extended to between
seven and twenty years in 2001), and quotas were deterammeially in line with the set total allowable

catch TAC) for various types of fish.

The MFMR and fishing companiesooperateto ensure that marine resources are used optimally and
sustainably. The TAGs increasingly set on the basis of scientific infation, reducing uncertainty and

generating greater trust and cooperation betweellihistry and the fising companies.

Marineresource exploitatiodistinguishes among different types of licenses dependingagadepth, as
follows:
1. First level of harvesting is for companiedth theright to fish small and pelagic fish, that is fish
that dwell closéo the surface of the ocean (e.g. some species of tuna, pilchaddsnchovy). The
fishing season runs from January to Auglssh can be canned or processed for fish oil and/or
fishmeal. After a significant increase in catches in the 1990s, pelagic fish harvests declined toward
the end of the decade, resultinga prohibition ortrawling in shallow waters (&rbourne, 2013
The collgpse of pelagic fish stockdsoresulted inareduction inthe processing capacity onshore,
culminating in job losses. herbourng2013) reports that by 201there was only one pelagic fish

cannery and two fishmeal plants in Walvis B&incel991, tundhasalso beeraught in Namibian
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waters. Tuna caught using lotige fishingmethodis exported to Japawhere it is a delicacy and

fetches a premium price. Tuna caught ugiakg fishing is canned abroad.

2. The second level of harvesting targets fwiter fish stocks (i.e. the fish found betweendbean
surface and the bedrock). This includes horse mackerel and hake. The fishing season runs all year
round. Midlevel fish are mainly harvested using trawlimgthods. Many quota holders do not
own vessels, so they hitabor, mainly from abroad. Midevel fishing forms the core of the
Namibian fishing industry since independencd 1990 the hake industryn particular has
contributed significantlyo onshoregbs.

3. The third level, demersal fishing, exploits fish resources found near or at the bottom of the sea.
These consist of species like hake, sole, and monk. The fish are either procdssadi@and/or

ferried for onshore processing.

4. The fourth level is depwater fisting, which targets orange rougtjprocessed onshore) and
alfonsino (processed eéhore). Since deepater fishingbegan the catch size has declined
consistentlyover time.

Other sea products in Namibia include crabs, rock lobster, oystals, guanoand seaweed. Crabs are
processed offshore, while rock lobster lands onshore wet. Oysters are farmed arattsloichlly and
internationally. Male seals and pups are harvested for fyrariat megtandtwo types of seaweed are

harvested.

To control the exploitation of marine resources, the MFMRsteits TACs. The TAC system is monitored
by the Inspectorate Department, bothbmard and when the fish lands onshore. There are penalties for

over-fishing and for bycatcH, and unexploited quas revert back to thdinistry.

Although there is still significant participation of foreigawned companies iN a mi bfishengirsdustry,
there is 80 amultiplicity of smaller indigenous companies, many of whictd fishing rightsbut which
lack fishing boats and, as observed bdyefbourng2014), make money from selling their rights to boat
owners. The majority of mido deepwater quota holders do not own boats, so they rentlfiimmhowners
the najority of whom are foreigners.

Aquaculture produddn and management

The second part of thishersector is aquaculture. Aquaculture is divided into fresh water fisheries (mainly
tilapia and catfish) and maculture or marindased fish farming (mainly oysters, abalone and seaweed).
The fresh watesub-sector products are geared for the local market, for food security reasons, but they also
find their way into neighbouring countriespgcificallyBotswana, Zambiand Angola). The marirkased

subsector is generally capital intensjvis products e of high value andregeared for the export market.

1 By-catch means the fish/marine resources that are caught unintentionally while cagihingtargeted species.
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Early in the new century, thgovernment formulated the Aquaculture Policy of 2001 and enacted the
Aquaculture Act No. 18 of 2002, supported by the Aquaculture (licencing) Regulations of 2003, to gover
the exploitation of aquaculture resources, including the issuance of licences, monédmggulation.

The governmenalso controls the importation and exptida of aquaculture products.

In 2004, the government produced the Aquaculture Strategit 8l guide the implementation of the
AquacultureAct. This was further enhanced by the introduction of import and export regulations in 2010.
Freshwater subsector activities are mainly locatedtive Caprivi, Kavango, Omusatnd Hardap regions
while marinebased activities are located in Luderitz and Walvis Bay. The marinsestitr is mainly
dominated by private enterprises, while fresh watersadbor activities are dominated by community

based cooperatives apdvate smalscale fish farms.

There has been significant financimiven to the aquaculture sector in order to enhashmeesticfood
security employment creatigrand livelihood diversification in communal argasg. selling fish at fish
markets) Between 2003 and 2011, the governmenegted N$15 million in the sectoAs a result,
aquaculture hagrown consistentlyn Namibia.

Aquaculture institutional framework

TheMFMR is the primary agency promoting thguaculturesector through the Directorate of Aquaculture.

The directorate is sponsible for the sustainable development of aquaculture to achieve employment
creation and to enhance nutrition and food security in the country. It is also responsible for the maintenance
of genetic biediversity aquatic ecosystem integrity. Tenister consults with regional authorities, local
councils and traditional authoritie® set upaquaculture projects. Below the Ministry is the Aquaculture
Advisory Council] whichcan be tasked by thdinisterwith investigatingaquaculture issueand advising

on policy issues. ThMlinistry has overall responsibilitior the conduct of all aquaculture activities, and
these activities are restricted to those issued with licences. The licences are not transferable without the
Mi n i sappeovab s

The AquacultureAct provides for the appointment of inspectanso have the right to enter aquaculture
facilities and to inspect the premises and documents in linehdgtbrovisions of the Act. The inspectors
conduct inland patrols on rivers and dams around the cotméwgsure that fishermen operate within the
provisions of the lawThese inspectoinfiscate illegal fishing gear like drag nets, mosquito nets, multi
filaments, shade netand canoesthey alsoseize illegally harvested fistindfine operators who failo

renew their licences.

The government funds a number of aquacultgsters(including Onavivi, Ongwediva, Kamutjonga,
EpalelaZambezjand Hardap Inland Aquaculture centres). Tluwesgersare responsible for the production

of fingerlings(that is, jwenile fish) which are distributed to fish farmetis isdonebecause ordinary
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farmers lack the technical knewow and financial ability to producdingerlings themselves The
government 6 s f un supporgthemtiondigoat t9 makeaacultiger assustainable and
thriving industry by 2030 Somecenters notably Kamutjongaglso conducaquaculture research and train

farmers in the operation and management of aquaculture projects.

The current institutional framewoi& represented schematically Figure2.

Figure 2: Institutional framework Aquaculture fisheries

Resources
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institutes)

Source: MFMR website

Structure and distribution of the aquaculture activities

The mariculture subsector is mainly based lruderitz, Swakopmundand Walvis BayThis subsector
mainly produces abalone, seaweed, oystamsgl mussels for expott 2004, theraveresix companies in
mari-culture employing about85 workers.These companieproduced about 600 tonnes of oysters.
Seaweed is grown in the Luderitz lagoon and is largely exported. In #@4¢,were 120 tonnes of seaweed
producedFifteentonnesof abalonewere produced in 2004.

The fresh water subector consists of the growing and harvesting of fish from rivers,,lakddish farms

in the northern regions of the countfhis subsectorreceives a significant amount of funding from the

Mi ni stry, in line with the c¢oulltudyget B$8X nalloe was e c ur i
allocated to aquaculture; ing 201112 budget, the allocation was N$72 millidaterscarcity is a real
challengdo this subsectorithe lack of perennial rivein the central parts of the countimpits agricultural

activities unless irrigatiors used Perennial rivers are foumd the north /northeast and in the south of the

country, and communitieshat live along thge rivers have, for centuries, relied on the water and fish

resources for their livelihoods. Given the high levels of poverty and unemplothmaunghout the couny,
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the government introduced policies to promote fresh water fish production. In the northern regions of the

country, about 5@ercentof the rural population relies on fish for employment, incoamel food?

A number of fish farms exist iNamibia, incluing Kamutjonga Inland Fisheries Institute, Caprivi Inland
Aquaculture Centre, Ongwediva Inland Aquaculture Centre, Omahentara IAquaculture Centre,
Epalela Fish FarmMpungu Fish Farm, and Hardap Aquaculture Project (Eco Fish Farm). Onavivi Inland
Fisheries was setp with the support of th&panish and British governmenisproduces fingerlings for
smallscale farmers. The Katima Mulilo Hatchery was inaugurated by the Minister of Fisheries and Marine
Resources in March 2015. There algoothersmaller fish farmscross the counthatreceive technical
support from the MFMR. The main types of fish produogdhese farmare tilapia, tiger fishand various

types of catfish.

The challenges facing aquaculture vary from low uptake of fish agreesof protein to limited production
capacity. Fresh water fish farming ised mainly for subsistencgethis subsectoris laborintensive,
involving the putting up and maintainingf ponds, maintainingf water quality, feedingf fish, and
removingof waste). In some areas of the Caprivi region, recreational fisdiswcontributesto local
authoritiesd revenue.

Production statistickor fresh water fish are very pqgaris estimated that total output averages about 3,000
tonnes per year. However, frewater fishmakes um major part of the economy in some regions of the
country, notably in Katima Mlilpwhere the fish market supplies traders from as far afielled3RC and
Zambia. Catfish output in 2001 was 100 tonnes, while that of tilapia waebs2es (MFMR Aquaculture

Strategic Plan, 2004). The following section examines the evolution of the fish stocks over time.
2.2 Evolution of the marine fish stocks, 198014

The success and development offtbkerysector depends @nacting the propenanagement processes.

As mentioned earlier, independent Namibia inherited -expioited fish resourcesnd henceneeded to

quickly set uplegal and institutional frameworks for the rehabilitation and contrdisbf stocks the
declaration of the EEZ was importanstep

Lange (2003; 2004) and Sherbourne (2013) provide a detailed historical analysis of the background of
commercial fishing. Patersat al.,(2013) discuss the historical background of fishing in Namibian waters

from as far back as the "1&entury to independence in 1990. During this peribe,international
exploitation of Nami bhedepletion®feesounces ke thersouthern right wshelé, t e d
seals, and seabirds. During the South African occupation from 1914edistirces continued to be over

exploited, resulting in the population collapse of some species like rock lobster, whose current exploitable

2SeeMFMR website, http://www.mfmr.gov.na/types  -of-aquacultures.
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biomass is less than 500 tonnes. The exploitation of small pelagic fish started in the 1940s, dominated by
South African companieDuring this time Walvis Bay grew as a fishing town. The landings of small
pelagic fish peaked in 19@81.5 million tonnesbut the biomass collapsed significantly thereafter, as was

the casavith manyother fishery types. Nexiamethe exloitation of mackerel and hake stodarting in

the 1960slandings of hake increased to reach a peak of 800,000 tonnes in 1972 (Patexiso2013)

but declined thereafteHake fishing during this periodas dominated by international industrighing

fleets from Europe, notably Russia and Spain.

Starting inthe late 1960s, the exploitation of marine fish resources in Namibian waters was governed by
guotas set by the International Commission for the Southeast Atlantic Fishettiby the Soutifrican
administration in Windhoek for inland resources. Tlmnmission sought to regulate the exploitation of
fisheries in order to avoid owishing, but its efforts generally failed. Roux and Shannon (2004) argue that
likely underreporting of catcheand increasefishing efforts played a major role in bringing dowish

stocks in the mi@0" century TheCo mmi ssi on ceased to exist in 1990
and the declaration of the EEZ.

A United Nations Environment ProgrammeéNEP) (2006) causal chain analysis ofarine resource
depletion found that, in the Benguela current region, excefisiieg efforts, increased fleet capacity, and
improved fishing technologgll pose immediate threats to aquatic resources and result in overfishing. The
study lists Namibispecificallyas facing increased risk of overfishing. Treportprompted théNamibian
government to increase expenditoa surveillancemonitoring and contol of marine resourceMFMR
scientists inform the setting of TACs atikde management of stocksn addition, the international
community (e.g. Norway) plays an important role in providing materials and technicalhawao that

Norwaycan managgs fish resources effectiveljHowever, there is still a need for improved and accurate

recording of catches through i mprovements to the

The cornerstone of fish resource management is the total allowablg TAtCh(based on the concept of
maximum sustainable yidld fishing rights allocation, and effective enforcement of the legislation
governing thdisherysector. The harvesting of sealso helpsnaintain a healthy stock of fisihe TAC
sometimes ha® be redued in order to allovior therecovery offish stoclks. For example, a critical decline

in sardine stocks in 200@sultedn the TAC being reduced to 10,000 tonnes. Successful recruitment during
2008 and 2009 contributed to largardinebiomass in succeling years, but recruitment ratessmained

low in 2010 and 2011. Theardinebiomass is reported to have declined from 0.331 million tonnes in 2011

to 0.116 million tonnes in 2012. Table 1 below shows the TAC, total landings, and the variance for different
fish species that are commercially harvested in Namibian waters. A longer series of TACs and landings
from 19972012 isprovidedin Appendix 1.
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The figures in Table 1 differ from those contained in the analysis of the state of marine resources (MFMR
2013:9-13) because there are differences in the fishing seasons for various species. Hmirebhertable
and Appendix 1 show that the landings for the main species were less than the allowable catches (hake,

mackerel, monk, red cralnd rock lobster).

Tale 1: TACs, Landings and variances of commercially harvested fish species, 2007

2007 | 2008 | 2009 | 2010 | 2011 | 2012
TAC ('000 tons) 15 15 17 25 25 25
Pilchard Landings (‘000 tons) 18.75 | 20.14 | 23.4 31.77 | 26.26
Variance(f) if undercatch) 3.75 3.14 -1.6 6.77 1.26
TAC ('000 tons) 130 130 149 140 180 170
Hake Landings (‘000 tons) 117.29| 137.31| 146.35| 146.68| 145.93
Variance(f) if undercatch) -12.71 | -11.69 | 6.35 | -33.32 | -24.07
TAC ('000 tons) 360 230 230 247 310 350
Horse mackerel | Landings('000 tons) 187 215.1 | 217.1 | 198.67| 286.93
Variance(f) if undercatch) -43 -149 | -29.9 | 111.33| -63.07
TAC ('000 tons) 2.5 2.5 2.7 2.7 2.85 3.15
Red crab Landings (‘000 tons) 2.1 1.65 2 2.29 2.8
Variance(f) if undercatch) -0.4 -1.05 -0.7 -0.56 | -0.35
TAC ('000 tons) 0.35 0.35 0.35 | 0.275 | 0.35 0.35
Rock lobster Landings ('000 tons) 0.2 0.043 | 0.082 | 0.167 | 0.118
Variance(f) if undercatch) -0.15 | -0.307 | -0.193 | -0.183 | -0.232
TAC ('000 tons) 9.5 9.5 8.5 9 13 14
Monk Landings ('000 tons) 7.27 6.92 9.03 7.24 10.76
Variance(f) if undercatch) -2.23 | -1.58 0.03 -5.76 | -3.24

SourcesAut hor 6 s c aTablasb ant of thelMi-MR 201243 Annual Report

One of the main reasons for ffeeindercatches is that companies may be left with small amounts under
their quotaghatdo not warrant taking a boat to sea. If theyattempt to fulfil those small amounthey
risk exceeding their quotas and getting fin€dmpaniesare also fined fothe bycatch of norguota
species. The lack of a mechanism to consolidate remaining quotas betwe@ftéirmeanghatthe firms

choose to forgo theremaining quotas.

The relationship between allowable catches and landings is illusinaéglure3 for six main fish types.
The panels show the same picture of urmdgches, except for pilchards. Additionally, fittitrgnd lines

on the graphs indicates that, other than red crabs, there was a declinifgrtoetil landings and allowable
catches up to about 20@7 starting in 2011many of the stocks seem to be recovering, except for rock
lobsters. Patersoet al., (2013) supporthis general observation of declining stocltsis possible that
current high expectationggarding thgotential of the fishery sectanay not be realized becausetloése

declines.
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Figure 3: TACs and landings of selectedmmercially exploitefish speciegwith trendline), 19972012
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A further discussion of the evolutionfigh stocks is illustrated in the 2043 MFMR annual reporThe
reportshows that the total hake biomass increased Ipe@®ntetween 2012 and 201diven by growth

in the norfishable biomass. The fishable hake biomass (size>35cm) was reported to have been declining
since 2011, but there was above average recruitment in 2013. Horse mackerels had an estimated biomass
of 2.6 milion tonnes in 2012the catchperunit effort declined compared to 2011.

The 2012 survey of monkfish reported agetcentdecline in biomass to 22,000 tonnasgcompanied by
declining length sizes. The catplkrunit effort rose since2007, but with redced landings of juvenile
stocks. For red crab, the catch variability over tim@s high between 2011 and 2Q1surveydata shows
thatthe biomass increased by pdrcentbetween 2011 and 2012, but with poor recruitment during 2013.

For rock lobster, thereas a 3gercentdecreasén landingin 201213 compared to the previous period.

Theamountof large pelagic fish harvest increased from 1,856 tonnes in 2008 to 3,711 tonnes ith2011
amount oftuna harvestd decreasedfom 146 tonnes in 2008 to 75.Intees in 2010, before increasing to
263 tonnes in 2011. The catches of large pelagic fish are affectadably of adequate locallpwned
vessels. Insteadipcal operators rely on South African vessels that comlg for a few months anthat
have been rapted to be coming for shorter periods in recent years. This ldokaltapacity has resulted
in large variability in output over the years across the major fish spesieardfish, sharks (blue arsthort

fin mako) and tunayellow fin and skipjack)There is no TAC for tuna, but Namibia is allocated a three
year rolling quota byhe International Commission for the Conservation of Atlantic TUl2GAT). For
the period 20146, the ICCAT swordfish quota was 1168 tonnes. For albacore, Namibiallasmted a

guota of 3600 tonnes. Any unused portion/excess is added/deducted from the succeeding quota limit.

Snoek, a migratory spesiehas nospecifiedTAC. Harvested tonnage increased from 500 tonnes in 2001
to 1,575.4 tonnes in 2011. The stocks addes like kob and steenbra collapsed in the 1990s, resinting
controlsplacedon their exploitation. The stocks of orange roughy collapsed around 2008, and the specie

is currently under a moratorium.

Namibia has 26 colonies of Cape fur seafsich arenatural predators of fisthe government keeps control

on sealnumbers in order to grofish stocks. The seals are harvested for their fur and fat. The highest
number of seals was recorded in 19213 at 840,000there was thea dramatic drop ithe sebpopulation

in 1994, but the numbers have been rehabilitatetieached 1.2 million in 201%ince2001, the harvesting

of seals has beamntrolled by a TACbeginning in2009, the TAGvaspegged at 80,000 pups and 6,000
bulls, and the average harveastbeen 44,000 pups and 5,000 bulls. Apart from the bepsditgled by

fur and blubber, the management of seal numbers is very important for the sustainable exploitation of fish

stocksand forN a mi b i a Gesonoonic growghl |
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3. Economic Performance andContribution to the Economy

The fishery sector is very important to Namibia in terms ofgplfiood, and employment. Based its
historical development, the sector is expmiented however a lack of financing at the time of
independence resultedtime Namibiangovernment inviting back international fishing companies hialt
fished in Namibian waters prior to independence. Undeidttaenibianisatiod drive, these firms were
required to form joint ventures with Namibian counterpertsrderto receive fishing quotasiowever,it
has been observed thanly a minority of indigenous firmsbenefited from thege quotas, with little
investment in infrastructurer equipment purchaséblelber, 2003).

Statisticsarereadily availabldor the marindishery subsector On the other hand, while tregjuaculture
subsector is heavily supported by the governmititasscanty statistical data for analysis. We corsllt
different sources in order to generafalbpicture ofthe aquaculture subector However, this study largely
focuses on the marirfishery subsector because @k largerdata availabilityand itscontribution to GDP

and employment.
3.1Marine fisheries

Output trend
Fisheries are one &f a mi bniaia Batural resources, given its long thioe stretching for hundreds of
kilometersfrom South Africa to Angola. The value of fish and fish products increased significantly between
1990 and 2003 rom 20032008, that value declined, but it h@sovered consistently thereafter.

Figure 4: Fish production volumes and value, 198012
Percentage fish production and total output ($ million) (2004=100)
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Figure 4shows the percentage change in the value of fish processaddaffshore. There is quite some
variability in onshore processing, and from 2007, offshore processing has been increasingrédss in
offshore processing providaschallenge to the gernment whichwants to increase the number of jobs in
the fisherysector sincesuch jobs cannot be located offshore due to capacity constraints.

Employment
Employment in the fishing industry has increased steadily over time. While a total of 2,784 weopl
employed in the sector in 1991, in 201ie sector employed over 13,000 workers. Table 2 shows the total

number of employees in the sector since 2006.

Table 2: Breakdown of employment in the fisheries sector

Fisheries 2006 2007 2008 2009 2010 2011 2012
Hake 7055 6701 6176 8956
Monk 235 236 239 350
Crab 53 58 50 81
Rock Lobster 369 342 342 455
Large Pelagic 878 688 740 593
Small Pelagic 2244 3247 3037 1361
Horse Mackerel 748 672 848 1029
Total crew 11582 11944 | 11432 12825 12913 13000

Adapted from MFMR 2010

Employment in thdishery sectorhas grown steadilgxceptin 2008. The three main stgectors in terms
of employment are hake, small pelagand horse mackerel productjomakeand mackerel production
contribute significantly to exports. There are fears that some fish varieties are behexmoéaed(see
trends in Figure 3)The reduction of the number of vessels from nearly 270 in 200€&loav 200 by 2010
partly indicates reaction to these fears

Table 3: Number of licensed vessels by fishery, 2QBL0

Fishery 2006 2007 2008 2009 2010 2011 2012
Small pelagic 16 9 11 10 8 8 7
Demersal Trawlers 78 87 91 71 63 68 85
Long liners 39 30 18 18 13 11 11
Midwater 10 13 10 9 9 11 18
Deepwater 4 2 0 0 0 0 0
Large pelagic 65 67 88 48 40 71 70
Line fish 15 15 15 15 14 18 29
Crab 2 2 3 3 3 3 5
Rock lobster 18 32 31 29 33 33 27
Monk 22 20 25 16 16 16 18

Total 269 277 292 219 199 239 256

Source: MFMR, 2013
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The reduction in capacity majsohave been a response to market conditions, especially on the export
market, where incomes declined due to ¢ebal financial crisis. However, capacity increasaghin
between 2010 and 201ih partcular, thenumber of demersal trawlers and mmdter fishing vessels
increased significantlyCurrently, there are more than 100 licensed demersal trawlers, mainly targeting
hake.Between 2010 and 2012e number of large pelagic fishing vessels incredge75percent while

that of longline fishing vessels doubled. There were small decreases in capacity in rock lobster and long
line fishing such that overall, the fishing capacity across different species increased lpgi2@1@ The
increase in capmaty confirmsthe recovery of theisher sector from theglobal financial crisis and also

indicates investors6 confidence in the export mar
Valueaddition

The government hopethat more jobs will be created onshore if more processing takeswikie the

fishery sectofMFMR, 2004; 2010). The value added by the hake sector has been incoe&sitigyeand

providesa good example of what other ssictors can potentiallgccomplishwith respect to value
addition.However, value addition could comeaaprice.Patersoret al.,(2013)problematizehe drive for

value addition as follows: firms have been encouraged to invest in capacity for value addititims and

excess capacity, especially in the hake-settor, is being used to push the government for higher TACs,

which in turn compromise stock managemetitchner and Leiman (2014) argue that there now exists

excess capacity in the hake sector and that thegovme nt 6 s per si stence in incel
puts significant pressure adne profitability and sustainable managementakestocks.The MFMR and

the Namibian Hake Association dispute these argumieatgever,contending that both the management

and harvesting of hake are sound.

Figure 3 indicates similar concertimt stock management may need to be enhamtedfigureindicates

atrend ofdeclining hake stocks, raising concerns about the future capacity of #sectob to increase

volumes.It may not besurprising that the WMS A6s Sout hern African Sustai
(WWF-SASS)| i st ed t he sust ai ralbthelyélldwycolos dodeNadiohiindicagedtes h a k e
consumers that the consumption of the fish types needstteated with cautioAThe next codes red

signifyingthat the consumption of a species should be avoided because stocks have become unsustainable.

Valueadditionalsofaces other significant internal and external challengemestically processed fists

more expensive than unprocessed fish and will therefore likely have low uptaleems of exports
processed fish has to meet given minimum hygiene and packaging standards that may be too onerous for
small firms. Given that unprocessed fish has dyenarket, therenaynot beenough incentive to engage

in riskier value addition, especially for small and medgoale enterprises.

3 More information about the classification is availablenép://www.namibianfishingindustry.comApril 2015.
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Despitethese challenges, howeyear 2013, the MFMRreported increased activity in pursuance of value
addition and new maetsfor thefisheriessector Rock lobster isurrentlyexported frozen or cooked to
Japan, frozen whol®e the EU,andlive to ChinaDemand from locahotels and restaurarfte rock lobster
amounts to less than percenbf total production / catchCrabs are exported as frozen whole round, meat,
flakes, sections, and live. The main marketscrabare China, South Africa, Spaiand Japan. Live crabs
tend to fetcthigher priceghan processed ondgence profit maximizing firms may see no néegrocess
crabs Seal products are mainly exported to Turkey and China.

Monk fish is processed into skinless and skmmonk tailsand can also be exported whadléonk fish is
mainly exported to Europe. Pilchards are mainly canned in sauce or processtishimeal fish oil, or
frozen cutlets. Over 9percentof pilchard productss exported to South Africa, where it is marketed on
the African continent under South African brands. Locally, canned pilchards are marketed under the Lucky
Star and Ocean Fie®rands. Frozepilchardcutlets are exported to Thailand and Malaysia, while fish oil
goes to Turkey. For tuna, swordfigind shark, the main markets are Spain, the 8 Japan. Long
lining tuna goesnainly to the Japanese markathere it is prizedor sashimi. There is very little demand

for these types of fish on the local market.

Namibian hake playa very important position on the international market, espedratlye EU where it

enters through Spain and is marketed under local brands, dlgpéitja. Hake is processed into skam

or skinless fillet, headed and gutted, baby hake, cutlets, blocks, minced, tails, sausagasd no@se

quality fresh chilled products. Local demand for hake is very limitegart because dffs high price. O

the other hand horse mackerelyhile exportedbothwhole and frozen, is mainly consumed locally and
within the subregion the DRC is the main importef Namibian horse mackerdfrican fish cuisine tends

to prefer whole fish (headed) than cuts. Tikisne of the reasons behind the popularitynatkerel and
tilapia. The competitiveness of mackerel prices in the region is heavily influenced by transportation costs
(see Section 55herbourne (2014) examines the structure of \adidéion in the fishig sector (Table 7.8

152) as adapted and modified belimwl able 4.
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Table 4:Sructure of value addition in the fisheries sector

Type of fish Value addition activity / process Market
Hake Frozen retail and catering packs; individual specifications off Local supermarkets,
skin-on/off fillets or pin bone in/out; glazed hake steaks (skin restaurants, hotels an
on or skinless) consumers
Long-line catch chilled fresh and airlifted to markets Europe
Skinless baby hake frozen at sea USA
Monk Skin-on/skinless processed at sea, wrapped individually ang Catering sector

packed frozen
Frozen boneless fillets processed onshore (brands include | Supermarkets
Benguela and Puerta) and frozen tails

Frozen fillet and deboned tails Exclusive restaurast
Horse mackerel Frozen whole or driedinned in various sauce types African market
Fish meal Fish farm feeds locally
Powdered fish soup Local market
Kingklip Skinned and skinless fillets wrapped in bone out, individuall] Cateringindustry,
quick frozen European
supermarkets
Orange roughy Skinned larger fillets in shatterpacks; glazed skinless fillet | Catering and retail
bagged and frozen sectors
Pilchard Pull-string catch upmarket canned UK market
Canned whole or minced pilchards SouthAfrica; local
market
Large pelagics Albacore tuna chilled fresh Spain

Gilled and gutted high quality big eye and yellow fin tuna Japan and US
Sea frozen tuna, shark and swordfish; tuna loins and steakg EU
vacuum packed

Tuna, marlin and swordfish Europe (smokeries)
Freshly chilled swordfish us
Deep sea red crab| Onboard production of sections and claw products, legs ang Asian market
crab flake
Onshore processing Local restaurants
Lobster Onshore processingfrozen tail, whole lobstefcooked and Japan and US
uncooked)
Other species: Skinless and boneless loins Europe
- chub mackere
- 0il fish Oil-fish portions; frozen skinned and skinless fillet and loins| Europe and Russia
- silver angel Frozen loins and belliepjn bone out Exported to Europe

Adapted from Sherbourn2014

Overall, the fishing sectérsontribution to GDP remains relatively small (see Table 5). Export value has
been increasing over time, but the domestic market consumption value remains very low. One challenge to
valueaddition is that many smaller fishing firms do not have adequaedreequipment on their vessels

and areherefore forced to land much of their catch. Larger firms with largereseel freezing capacity

export larger proportions of their catch as frozen fish. This scenario means that overadtetesverfish
availablefor onshore processing.ifttherefore risky for any firm to invest increased onshoggocessing
capacity with no guaranted adequate supply of raw fish. In addition, there is little incentive to bring more

fish onshoregiven that frozen fishsiinhigherdemand and can eadilyexported However, mangmall

27



firms face binding financial constraints that make it impossible for them to invest in more freezing and/or
processing capacity.

Another challeng#o value additioris thelack of a Namibian fisbbrand whichhas made it difficult for the
Namibian fish sector tbreak into highendinternationalfish markes. In addition, exports of processed
food to developed countries have to meet stringent hygiene conditions whichrtasahgy find difficult

to meet. It is possibjehough to develop new products that candtennelednto less protectecegional
marketsA number of companies have been investirguich product innovation; omxample isheEtosha
Fishing Companywhich hasventured into producing tinned horse mackerel under the Efuta.brarsd
productis available on the Namibian and South African marR#sile the product was launchadother
African countriesits takeup has been challenged tine price senditity of manyAfrican consumeravho
would rather buyheaper(albeit lower quality)tinned fish from China and Hong Kong than high quality
Namibian tinned mackerel. Thus, although valddition tops the government agenda regardinfjighery
sectorthere are costs that not partly shouldered bthe governmen{e.g. marketing, negotiating product

entry conditions, free trade arrangemeats), will act as a disincentive to value addition.

Table 5: Value added and its distribution

Value Ofnf’iﬁi’g#)ctio” (NS 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012
Landed value 3,146 | 3772 | 4,290 | 5087 | 4620 | 4619 | 5833
Final Value 3,085 | 4,843 | 5084 | 4,789 | 48® | 53314 | 8433
Value of exports 3,883 | 4,711 | 4,935 | 4,637 | 4264 | 4984 | 5766
Domestic market 102 132 149.6 152 625 350 2667
Value added 839 | 1,071 | 794 -298 269 715 | 2,600
Sectoral contribution to GDP | 3.84% | 3.44% | 3.17% | 3.70% | 3.53% | 3.74% | 3.45%
Contribution to Employment | 11582 | 11944 | 11432 | 12825 | 12913 | 13000

Adapted from MFMR 2013

Table 5 shows generated value addition and its distribufiompromote domestic fish consumption, the
Namibian governmengstablishedhe Namibian Fish Consumption Promotion Trust in 2001 with the
mandate to ensuthat fish is affordable and accessiflee trustconducts awareness and public education
campaigns around the country, educating the public about the benefits of consuming fish. To ensure
affordability, the trust is allocatedhannualquota everyear thatallows it to catch fish, especially horse
mackerel and hake, whichtitensells to the public at cost througmetwork offish shops around the

country.
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Thebulk of the harvested fish is exported fresh, frozerchilled. There has been little movemattdng

the value chain towarthe local production ofalue products (e.g. readiyadefish meals, fish fingers,

etc), but such productre importedespecially from South Africa.

Revenues

The fishing industry is a maja@ource of revenue for tlgovernmat through quota fees, corporatedax

licence feesand other levieslo gain fishing rights, fishermgray quota fees, a form of rent that must be

paid tothe government irrespective of whether the holdatichedish or not. The fee level is set in $ua

way that thosaeitilizing Namibianowned vessels pay lower fees than those hiring foreigmed vessels.

In addition, hakeight holders using Namibiaowned vessels and carrying overg#centNamibian crew

pay a more favorable fee compared to vessgiployingfewer NamibiansAny fish landed onshore is

subject to lower quota fees (MFMR, 200Ejnally, fishing companies are obliged to contribute to the

Marine Resources Fund lewyrhich is collected to fund research and training and development in the

fisherysector.
Table 6: State Revenue from the marine fishing industry-2006L 0 ( N$ 6000, current
2006 2007 2008 2009 2010 2011 2012
Quota fees 68,299 | 107,218 | 59,255 | 68,800 | 78,500 | 120947 | 109,926
Marine Resources Fund lev| 12,446 12,561 12,075 18,733 19,228 14,497 16,424
By-catch fees 11,199 9,639 10,837 8,410 15,972 6,964 6,024
License fees 93 91 85 86 82 79 131
Total revenue 92,037 | 129,509 | 82,253 96,029 | 113,782 | 142,487 | 132,505

Source: MFMR, 2013

Table 6 shows a positive trend in the value of reveaakzedby theMFMR, except for the period 2011

12. Quota feeare the main drivers behirlle trend while by-catch fees have been declining over time. Of

particular importance is the Marine ResosrEgndevy mentioned previouslhgome Fishing Associations

are worried that the levy is too costly, while others worry that the quality of personnel trained for the sector

is rather poor.

3.2Aquaculture

The assessment of the economic performance of the wtyuacsector is quite challenging because of
limited data availability. However, the MFMR has ami data for the years 2008 and 2010 ands&weral

other years, which giws a glimpse of what is taking placetiis subsector. Inland fisheries fronvers

and lakes are not commercially exploited, but many households and communities derive their livelihoods

from these waterdn some areas, fishing is seasonal (that is, it takes place during the flooding period),

while in othersit is perennial §long the perennial rivers in tm®rth and south, and on lakes).
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As mentionedoreviously inland aquaculture centease responsible for the distribution of fingerlings, an
important input in aquaculture projects. Table 7 shows the amount of fingerlinggetieadistributedn a

given yearthe number of farmgeceivingfingerlings and the total harvest.

Table 7: Fingerling distribution and freshwater fish production, 2008 and 2010

Total number of fingerlings Number of fish Number of fish Total fish harvested
distributed farmers who harvesting farms (tonnes)
receivel fingerlings
Year | 2008 2009 2010 | 2008| 2009 | 2010 | 2008 | 2009| 2010| 2008 | 2009 | 2010
Total | 158,902| 125,761| 130,295| 140 | 73 74 47 48 41 121 | 114
Source: MFMR, 2010/11

There was gubstantial decrease in the number of fingerlings distributed between 2008 and 2010; the same
is truefor the number of farmers receiving fingerlings. Although many farmers received the fingerlings, a
large number did not report any harvest. This may feesalt of poor data collection, @grmay bethat the

farms failed to produce anythingnore likely,the farms surveyed aseibsistencéarms

In 2012, 234,020 fingerlings were produced and distribugatesenting 313percentincrease over the
2010 figure.A harvest of 8.277 tonnes of fish in 2012 was a 4@rfeentincrease over the 2010 figure.
The value of the 2012 fish was N$124,55, a 4#&itentincrease over the 2010 figure. Basing on these
MFMR (2012: 3840) figures, it appears that thehas beenremarkable growth in the fresh water
aquaculturesubsector it is alsoapparent that tlse figures are an understatement of the total value of
production as they do not take into account subsistence produd®racknowledged by the MFMR
(2013), no all fish from Lake Liambezi is traded at the Katima Fish Markehce some production goes
unrecorded. In addition, the value of sales at lb#hKatima Fish Market and the Zambezi region are
estimdes rather than actual figures.

The situation is alshazy for the exporbriented marculture subsector, aghere is no consistent set of
statistics to show the developments in the sector. Howeveprddection and valuéigures for 2008 are

shown in Table 8.

Table 8: Mariculture production and valugQ08

Total production (tons) Total wvalue
Oyster 434 17,360
Abalone 3.6 1,350
Seaweed 132 792
Total 569.6 19,502

Source: MFMR, 2008

Thistable shows the importance and potential for the oyster farmingesuibr This subsectorcontributed
a substantial amount of money2008 earned mainly through exportst the same time, th2008oyster

output was a 2Bercenidecline from the 2004 figur&his could be because, while these large demand
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for oyster fish, there aralso substantial challenges faced by the producers. These inbbndeg only
limited access tdinancing optionsand beingpricedout of the market for space /sea abgacompanies

setting up fish farms.

The bulk of mariculture output is exported, especiallysters and abalone. The main markets for oysters

are South Africaand South East Asiawith a small proportiorsold on the local market. For abalone, the

main markets are South East Asian countries like South Korea, Japan, and Thailand. Fresh water fish is
mainly sold on the local market, but there are also unrecorded exports to regional countries like Zambia,
Congo (both Kinshasa and Brazzaville), and Malawi. There is no proper accounting for the exports; hence
thesubs ect or 6s ful | aamy is unkiownt. However,tthe sebctomrovidesa main

source of livelihood for more than p@rcentof rural households in the nodinfish-producing areag-or

fresh water fisheries from natural water sources, the MFMR (2013) reported that during the 2012 fishing
season, the Katima Mulilo fish market sold an estimated 1,963 tonnes of fish, valued at approximately N$15
million, while the Zambezi region (includingake Liambezi) harvested 5,346nnes valued at N$42

million.

As with production, aquaculture employment figures are patchy. The figures reported by the MFMR (2010)
show that aquaculture employment increased from 422 in 2003 to 1640 in 2009. Thesafigeaeso be

a significant understatement as themly reflect formal employment, thus excluding the massive
subsistence and informal sectors operating on natural water courses. It is anticipated that both the formal
andtheinformal components of aquaaute will continue to grow and create more jobs in other sectors of

the economy. In fact, the N®A014) informal crosdorder trade found that aboup8rcentof exports

passing through the Wenela border post into Zambia consisted of dry fish, mostgdsioom the Katima

Mlilo fish market. Atthe Oshikango border post, the largest proportion of informal trade exports to Angola
(16.2percent consist of fish and processed fish produdtsvever it is not possible to distinguish between

formal and infomal fish products @ssing through the border post.

Thefollowing section presents empirical evidence based on a survey of fishing associations and at least

one member of each association, as wedl @itical analysis of exigtg macro data from the secto
4. Empirical Analysis

The empirical analysis sectioafers only to marindased fisheriedue todatalimitations The section
critically examines thehallenges thdisheryoperators faceas well asheir hopes for improvemeint the
sector We alsoscrutinizethe factors determining exports and possible diversification options. The section
includesthreesubsections that (a) present the views of the fishing companies and associations; (b) assess
and evaluateealistic export opportunities using the decision support model{Geckamine prospective

diversifications fothe sector.
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41Fishingas soci ati ons and firmsdé perspectives of

As part of the analysis of the possible expansion of the fisheriesr,se®e conducted interviews with
fishing associations and their members. There are seven associatidressrmi b i a 0 sectof thes her vy
Pelagic Fishing Association (PFA), the Namibia Hake Association (NHA), the Midwater Trawling
Association (MTA), the Nanbian Monk and Sole Association (NMSA), the Namibian Tuna and Hake
Longlining Association (NTHLA), the Namibia Large Pelagic and Hake Longlining Association
(NLPHLA), and the Namibian Mariculture Association (NM&Researchermterviewed the chairpersons

of four of theseassociations (PFA, NHA, NTHLA, and NMA). Weonducted firrdevel surveysat least

one company operating under each of the associatigssciation chairpersons are elected from among
workers of the various fishing companiasd could thergore provide firmspecific data, performance
information,and challenges.

The data was collected usiqgestionnaireanddetailed interviews. With the agreement of the respondents,
the researchers recorded the interviews, wdoliectingother relevantriformation on the questionnaires.

The recorded information was later transcribed and, together with the notes from the interviews, formed

the basis othis analysis.

The questionnaire is divided into four sections. The first section asks about genesabnanperating
conditionsof firms under each association. The second section asks questions about export services, while
the third section focuses time sustainability of fisheries. The last section asks questions regarding rules of
origin in the expormarket andhow they influence performance.

General conditions of operations

The associations were asked to express their views regarding the statésbiettysector, opportunities
and challenges, possibilitier value addition, barriers to expansicend the possible government
assistance they may requifiehe PFA expressed concern about the uotkzation of capacity during the
off-season. Its members end up with substantial surplus capacity, which could be used to process other
types of fish. Some firms already do this by stocking and/or importing frozen fish, whicthémgyocess
during the offseasonThe PFA members mainly sell their fish to South Afriwheretheir product is in
high demangthere has ndieen much effort to expand thenarketregionally, for two reasondHrst, there

is still unsatisfied demand on the South African market; sethadegional market is highly price sensitive
such that therofit margins are very low. Moreover, there is high competition in the régpamChinese
and Thai products that apethlower quality andower price The PFA statethatone ofits main chakenges

is the high cost of capital, given the high cost of vessels. It also argued that thereed for the

government, through the Ministry olndustrialisation Trade and SME Development to grant
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manufacturing statu® PFA members; this woulgive them tax relief so that they can build the capital

base to invest in new vessels.

The NTHLA noted that the main challenge facing its memberkigheoperation costgarticularlydue to

the majority offoreignownedvessels (main from South African cotias) that operate in the regidof

thea s s o c isaven laxallyposvned vessels, only two were\seghy at the time of surveyThis big
dependence on South African vessels shows the vulnerability G&tieey sector in the sense that if no
vessel cnes fromSouth Africa then there will be no lonline fishing. Many quota owners cannot put
together enough money to buy their own vessels, and financial institutions are sceptical oftlending
required large amounts of money. In additifishery opertions are threatened by seismic activities
stemming fronoil explorers drilling companies want to operate their rigs during the fishing season, which

interferes with fishing and fishing stocks.

The bulk of the fish harvested by NTHLA members is expo@edith Africanvessels used in the fishing

buy all of the fish caught at an agreagdonprice. Thaeprices are low, implying low return on the fish
caught Lack of local value addition meatisat potential jobs are exported 8puth Africa However, for
operators, it makes sense to exporirtiigh because they cannot invest in fish processing when they do not
own any vessel@sthey do not have control over the supply of the raw matefin§.NTHLA called for

value addition to fishing rights so thidiat its membersan generate more income in order to build the
capital to buy their own vesselBhe associatioproposed that, sinddefishing season runs famly six
months of the yeaof which South Africanvessels come for only one to three monthsre isaneed for
bothmore local vessels that can operate for the full six months and other activities to occupy the remaining
six monthsThe NTHLA proposed that the quotas should, as in earlier years, include harvesting other fish
speciessuch amiorse mackerel or hake. Thiguld eliminate the seasonality of operations, and processing

capacitycouldthen be established.

Like the PFAthe NTHLA alsocited access to finance as a big bottlendioi association also pointed to

high interest rates ashibiting growth.A main concern was that the international quota for Namibia is
continuously being reduced becad&Emibian fisheriegre failing to meet it h e N T Kehr /s dhaits
memberamay lose the international quota altogether, or that it cbetme so small that sorfishery
operators would have to leave the industinyaddition, therés no guarantee that Namibia will be able to
push for its quota to be increased since what it loses is allocated tcatiméries (e.gTaiwan)that are

always able to meet their (new) quotas.

The NMA expressed satisfaction with its relationship with the MFMR, but was concerned about the long
term viability of its members. This is because smaller operators have been barely beeakioger the

past twoor three years, in part because of sulphur poisoning. The association felt that the classification of

aquacul ture as o6fishingb6 is not appropriate in th
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resourcebut rathergrow one, like &rmers the classification of aquaculture as farming would allibsv
membergo receivethe samedvantages that farmers @eid to reduce the effects of the controls placed

on fishing companieperatorsavere concerned about the amount of time it takdsatve their batches
tested for heavy metals. The feeling was that laboratory staff could work with more urgency, and that this

could reduce costs.

NMA members have a niche oyster and shellfish mark8puth Africaand China, with small amounts
beingbowghtlocally by restaurants. NMA members do not export to Europe, but they are compelled to be
in compliance with EU regulations in order to export to Asia. Although there is no local processing of

shellfish, there ishepotential to do so, especially inet longterm.

The hake suisector is the most prosperous of flshery sectos; it is alsathe most advanced sigector

and is a major contributor tinth governmentevenues and employment. The NHA has been working with
the government to land the bulkitf catch (7Qpercen} for onshoreprocessingHowever, theassociation

felt the playing field in thdakesubsectoris skewed in favor of companiegth large freezer capacitas
these companies hal@ver incentive tdand their catch onsholeecausdrozen fish can be exported from
offshore. It was thus felbatit may becoma&ecessary for the governmenesiablista formula that ensures
that companieswith large freezer capacitiand a reasonable portion of their catch. This could be done
throughtying quota allocations to amounts landed for processinghemdimber of jobs sustained.

Members of the NHA face a number of bottlenecks. First, they find it very challenging to enter new markets
because ofilack of knowledge andpecialtymarketing sKis. There is no renowned Namibifish brand,
andgovernmensometimes havdiffering requirements that make exporting difficlineexample is the
difference between the Ministry of Agriculture affie Ministry of Fisheries and Marine Resources
regardingtradewith China.While the Ministry of Agriculture has been negotiating for direct exports of
beef to China, the MFMR tends to leave it individual fishing companies to find their footing on the Chinese
market. Because of stringent market acassglitions, the fishing companies export to China indirectly.

At present, lobster goes to China via Hong Kaather thardirectly as a Namibian product. In addition,
access to finance is a major limitation to expansion. The fact thatlguets.in thenext period (following

year) are not known makes financial institutions sceptical about lending to licence holders. It may be
necessary to ensure that allocated quotas are not chiaeged a certain level (e.g.-+0 perceny per

yearso astoincreadei nanci al i n s tinfisharyopesators.6 confi dence
Regarding value addition, the NHA sees a lot of potential among its menNmxscompanies are
innovating and coming up with new prodyasad theres the potential toproduce moraspecializedutsof

fish and to enter secondary processing to produce fish fingers,-neadiymeals etc. However, these

advanced processing stages reqtheecooperation of the Ministries of Finance asfdindustrialisation
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Trade and SME Developmenrithe latter would red to grant operators manufacturing status so that they

canget rebatethat wouldallow themto build capitalandinvest in more machinery.
Skills requirements

The associationgrovidedassessments tioth fish demanand skills requirements for their $ec PFA
members haveealizeda growing demand in th8outh Africanmarket over the past five yeaksowever,
their ability to meet this demand was constrainedaldgck of capacity and adpecializedpersonnel on
vessels(e.g. engineerspperational/technical personheMWhere there are absolutabor shortages,
membersare forced to hire from abroaghich raisegproblems withN a mi bwiorl @esmit system. The

association advocated for better training ofgemg personndb solve theséssues

The NTHLA gave a gloomy assessment of the past five ysttingthat since the beginning of seismic
operations in the fishing zone, catches have fallen from a high of 4,600 torinesuoent 1,000 tonnes,
with the decline being worse overhe past three seasons. Hope is now pinned on the seismic activity
taskforce and the inteninisterial taskforce on seismic activities to address the issiighefy lossesnd

to pursue the possibility dimiting seismic activities téhe offseasonRegardingthe issue of staffing, the
association highlighted the problem of recruiting senior and experiencedtffg thait is not possible

to find an experienced vessel skipper on the local mavienbershave to hire from abroadgain,work

permt requirements can be cumbersome and delay activities-ld&x®k skilled workers are readily
available on the local markdipwever,and the association stated that the-setor could employ a lot

more people because latige fishing is labour intensive

The NMA noted that after thgdobalfinancial crisis, productiostabilizedbetween 2012 and 2013 and has
been increasing steadily since th&tany of itsoperators are opting to diversify production in order to
crosssubsidizelosses in other productnks. This expansion is taking place under difficult conditions
because banks are generally not keen to lend to aquaculture. Thedtesbomponent is much better off
because of government support; but mheri-culture subsectorhas not been so luckit has tocontend

with a long application process through Agribank to access fin&egardingstaffing, themari-culture
subsector mainly relies on ihouse training, especially for managerial positions. Operatorsetimes
manage to findbcal skippersvhothenhave to double up as supervisors to assist with operational activities
like monitoring water color and temperature. For thissaittor, recruitment can all be done from the local
labor market.

The NHA gave a bright assessment of the operatianat@ament over the past five yeastatingthat
demand has been growing atttht there are prospects to expand the market beyond Spain (which
constitutes 60%ercentof thecurrentmar ket ) to include I taly. noThe

problemswith recruitingproper staff; theseompanie®ftenhave internal training policies to improve the
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productivity oftheirworkers. They are also ablelietterretain their workers, especially those entities with
yearround operations. The main challenige NHA is recruiting skippers and experienced engineers.
Althoughthe Namibian Maritime Fisheries Institutd AMFI) trainsseagoing personnel, some members
of the association question the quality ofsthtFaining prograre. Some operators send their workeys
South Africafor training.NHA membersalso complained about the lack of transferability of qualifications,
which meanghat thequalifications of vessel operators trained in Namibia arerexignizedn South
Africa and Angolawhere they may seek @hoyment during the of§easonHowever, it is anticipated that
the levy on thdisherysector will improve the availability and quality of seet@ined workerslt is also
anticipated that lobbying of the institute and government should bring edtamtardization and
transferability of qualifications.

Export services

The associations wer e as lemdcceadingexport getviees (e.g. lamrmatorg r s 6
testing and certification for export), challenges with exporting to countriegimngewith high sanitary

and phytosanitary requirements, and any other export problems they may have experienced. The PFA stated
that its members did not face significant export barriers shegdo not sell to the EU. The bulk of its

output lands on th8outh Africanmarket, orSouth Africanvessels. Operators also export to Asia (China

and Thailand)where the health requirements are not very strict. On the other hand, the NTHLA felt that
the operations of the NSl tend to be too rigid, especially iafigited an EU auditThe associatioapplied
substantial pressure on operators to meetEthéonsnimum standards, but some of the requirements
required time to be methiscould have been discussed with Hi¢ to establisla grace period during which
problems could be fixed. The main challenge that NTHLA members face with their exports is the possible
occurrence of heavy metals in their progtise EU market is very stricegarding the presence of heavy

metals While the Asian market is not very stticbecause of the low fat in Atlantic fish (as compared to

Indian Ocean fish), the most lucrative marketthe NTHLA is Europe specificallySpain.

The NMA stated that its members find egortaccreditation processimbersome. Because of thike

main export market fats farmers isSouth Africa However, there are fears that if ®euth Africanmarket

raises the bar and requsithat local operators meet all EU regulationsh@s happenedith other markets

that do not have their own septe standards but require that exporters meet EU standards), the aquaculture
sector will be substantially disadvantaged. The associatioihégit was necessary for the NSI to simplify
requirements for exports by integrating its standards with thosieedEU. In additionthe association
pointed todelays in getting lab results, which affeoperations. Thee delays are blamed amlack of

experts, but the associatiteit that laboratory employmeiftom the local labor markeould be increased
TheNHA members do not face substantial difficulties in accessing the export markets, principally because

manyexporting operators have joint venture operations with overseas companies. Howseéoreign
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firms tend to have an upper hand and thereforefibenere from the ventures than local firnisis very
difficult for Namibian firms to individually export and market their fish in Europe. They therefore tend to
operate with European firms that already have a brand nhame and logo known in the Eurokeanmma
addition, the European firntg notwantNamibian firmsoperatingdirectly in the EU markegs this would

presendirect competition.
Sustainability of fish resources

Thefisherysector occupies a unique and important position in the Namibiaomgoprincipally because

of therenewable nature of the resourEe. s h eustaimakléexploitatiowill determinethe future of the
industry, and altthe national associatiof@ned inadvocatingor consistentesource managemeplicies

The assoctions were asked about their viewsgardingthe total allowable catch (TACpolicy,
environmental and sustainability policies, international controls, and the rblegdvernment. The PFA
noted the importance of sustainable exploitation of the maessurcs, stating thathe government is
doing a good job in managirfigsheries The NTHLA, although not affected by the national TAC, was
worried about thenternationallydetermined national allocation quota determined@@AT. Namibia is

a member of theCCAT groug that manages the exploitation of tuna resourcesgfichgpallocates quotas,

and any unmet quotas are shaved off and allocated to other countribs.HbA stated that th&lamibian
guota has declined from about 5)@6nnes in 200@ 1,168tonnes in 2015 and may béurtherreduced if

the country continues to fail to meet the qudteomthe NTHLAG perspective, Namibia is runnirogit of

time toprove itselfand remain relevant and viabiethe tuna harvesting mieet.

The NMA stated that it was pleased with the operations of the TAC systemthough its members were
not impacted on by itProducershave a ready market that they cannot fully satisfy, and the number of
hatcheries limits production. The associationtfedtthes u st ai nabi |l ity of i ts membe
enhanced if the government classified aquaculture activities as farnfingttaan fishing. It cautioned that
although t he gov e rwatenéshingd svelcomeptieeaneed o énsurerthat®gerators
build the capacity to sustaihenselvesin the long term.

The NHA noted the importance of operating with T#eC in order to protect thBshery sector and said
that it believes thexisting environmental regulations work well. It highlighted existing mechartisas
ensure that no fish is dumped at sea, thus ensuring that all stock is put into producti(et tsese
conditions are likely to change for the worse if marine miniragithorizedy the Ministry of Environment
and TourismThe association called for a comprehenssegencebased environmental impact analysis to
determine the extent of the enviraental impact omarinemining, especially the extent to whichwibuld

affectthe quality of Namibian waters and fish. The members of the assocjagstionedavhy international

4 Other members ohe grougpncludeBrazil, South Africa, Taiwan and Uruguay.
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mining companiesvantedperform economic activitiga Namibiathat they could ngterformin their own
countries andnoted that some of tee companies had been banned from conducting such underwater

activities.
Rules of origin

The associations were asked about their views on rules of origin, preferentightrdNea mi bi ads expo
potential. The PFA saithatrules of origin were not a problefor its membersgiven that they were mainly

exporting toSouth Africa The NTHLA believed the establishment and operation of the NSI ensures that

all required standards areet and thatall products are traceable to the ves$aim which they come

Traceability was also highlighted as very essential by the NMA, under the provisions of ISO 17025.
Regarding possible imports that could affect its members, the NTHLA statethithatas not a major

problem, given that there is an import quota of 2,000 tonnes ofanhahatthere is no big processing

capacity for the product. This view was supported by the NHA, which reported very low competition on

the local market. Apparentlgome NHA members import frozen fish for processing.

Fromthese interviewsa number of themes emerge, includiigck of access to finance, difficult operating
conditions, stringent quality standards, anldck of capacityto independently enter new rkats. High

dependence on one market can be disastamseenduring theglobalfinancial crisis Spai ndés si gni
financial troubles hit the Namibian fishing sector haxd, n ¢ e = NBunopebn eapbrimainly enter

through Spain. Althoughhe assoecitions did not observe any lack of export maskethe following

situational analysis shows that exports are restricted to abodio@em countries.
Situation analysis of fish exports and destinations

For the year 2011, the distribution of fish and fishduct volume exportwasas follows Themain export
destinations were the DRC (23percen}, Italy (18.5percen), Angola (7.5percen), and Japan (7.4
percen). Namibia alscexports to 18 other countries that, individually, accounted for betwegrefént
and 6.2percent These numbershowthat the markeis varied, butshallow. Thus, there ihe potential to
expand and diversifi\ a mi b i @@at marketEh

Exportdestination information is supported by the analysis of fish exports by HS aditgrdescription.
The tables in Appendix ABresent the differedS commodity descriptionthe proportions exported, and
the destinations for the years 2011, 2Gir#d 2013. In Appendix A3 able 1, theop five product volume
exports forthe year 2011lwere frozen mackerel titve DRC (14.3perceny, frozen coalfish to Italy (12.9
percen), frozenfish i nesto the DRC (7.4%), toothfish (dissostichs ssp) to Italy ([@e2cent, and frozen

mackerel to Angola (fercen}.

5 nes = not elsewhere specified
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The structure of fish exports wasbit different in 2012Spain was the most important export destination
(32.5 percen}, followed by the DRC (17.3 percen}, Italy (15 percen}, and Angola (7.2percen}.

Comparing 2011 and 2012 fish exports shows sizeable drops in expdrés tothr@esnain destinations.

The HS commodity analysis for 2012 is illustrated in Appendix Peble 2. The top three fish export
productswere frozen fillets of Haka blocks to Spain (11pércen}, frozen fish- nes (9.9percen}, and
frozen mackerel (6.percent to the DRC. In 2013, the composition of the top five fish destinataiso
changed relative to the previous yagheywere Spain (24.percen}, theDRC (24.4percen}, Mozambique
(12 perceny, Italy (10.3percen), and South Africa (@ercen). Thetop five destinations show that there is
consistent retention of the export market to Sphi@PRC, and Italy, butthat there isome reduction in
trade volume in Spain and Italy (by h8rcentand 4.5ercentespectively)ln 2013, here were increases
in trade volumes to the DRC and Mozambique. AppendixTABle 3 shows near consistency between HS
commodities for 2012 and 20,1®&ith the main HS export producteingfrozen fillets of Haka blocks to
Spain (14.Jpercen}, frozenmackerel (1(ercen}, and other frozen fish (9ercenf to the DRC.

Further analysis shows the different export categories by HS codes and commodity descriptions, percentage
and trading partners to different destinations. In 2011, the top five product destinations wé&€ thtallp,
Angola, Portuga) and Spain. In 2012, there was a completely different export commaeigyningto
indicate that there is no consistency in product suggigxporters are probing different types of markets.

In 2012 the top export destinatisrwere Spainthe DRC, Italy, Angola and Ireland. The 2013 export
categories are slightly more consistent with those of the previousareftop export destinations were
Spain,theDRC, South Africa, Italyand Mozambique.

This analysishas shown thathe Namibianfishery sectordepends largelpn the export market for its
profitability andviability. In order toassist the sectdam identifying new market opportunitiethefollowing
section reviews literatunegarding thenethods ofnternational markt selection (IMSas a precursor to

the analysis of possible export market diversificatidre section starts with an exploration of the different
foreign market entry modes and selection criteria, laying the foundation for the application of the decisio
support model. Thanodel then identifies markets with realistic export potentighus highlighting

marketing strategies that tfisherysector can adopt in order to enhancénitsrnational position.
4.2 ForeignMarket Entry Modes, Market Selection ahe Decision Support Model

Two questions arise out of tmealizationthatexports areecessary: what modéouldfishing companies
use to enter the internationahriket (entry mode selectigrend how docompanieselectwhich markets
to target (internanal market selection)? These questions have been researched exteirsiedlg 1980s
(Cundiff and Hilger, 1984; Connolly, 1987; Root, 1983, 1998; Valdani and Bertoli, 2006). Literature on

theinternationalizatiorof multinational corporations ident#s a number of institutional arrangements open
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to firms that want to operate in foreign markets (Root, 1983; Friedman and Beguin, 1971). Anderson and
Gatignon (1986) express the view that firms choose the wioeetrybefore choosing the markéthese
choices dependn how much control the company wants, as well as the costs involved. The underlying
objective is tanaximizerisk-adjusted returon-investment in the foreign market. First, firms may choose

to open whollyowned foreign subsidiaries. Such amangement ensuréstal control of processes and
strategies in the foreign markamdalso increases the share of proftiswever, itrequires high resource
commitment, which reduces flexibility. Second, firms may enter into joint ventures with fdneign
already operating in the chosen market. This is a moderate controimateh a firm may enter into a
50-50 joint venture with a foreign firm, or some similar equity arrangement, depending on how much
control the firm want$o retain(Williamson,1983). The challengaith this modas often finding a suitable
partner. Third, firms can enter into nrequity arrangements like licensing andfontractual joint ventus2

These are low control modes that reduce resource commitment, offer greatalitflaritrespond to
changing market conditionandhave lower returns. Minority equity and nogstrictive or norexclusive
contracts offer very low levels of control. Anderson and Gatignon (1&88ythetransaction cost theory

to EMS anctoncludethatthe default mode is lowevel ownership until the firm has a good understanding

of the market. Thegtatethat in a highly competitive marked,firm would benefit from not integrating

with foreign partners because competition among partners can daivesticonduct, high retusnand

low risk. This approachlsominimizesoverhead costs.

The choice oinentry mode is also influenced by firspecific factors and market conditions in the target
export market. Usinghe institutional theory, Uhlenbruclet al., (2006) observethat corrupt local
government officials exert influence on the choicawéntry mode. Larger firms have a greater array of
feasible entry modes than smalnd mediums c al e enter pri ses. This appl
companies bewise of their varying sizes. Musso and Francioni (28a8lyzeboth entry mode and market
selection of small and medium enterprises (SMEsandludethat SMEs tend to exhibit passive andnon
systematic behaviour toward EMS and IMS. They alsserveapositive correlation between firm size and

the probability of adopting a systematic IMS.

In general, IMS tends to be donestematically and involvesany stages. It goes beyond traditional market
selection approaches that rely only on the assessmentitifgb@nd economic factors (Sakarya, 2007).

There are several advantages for applying systematic approaches to IMS. Systematic approaches help firms
evaluate all possible opportunitiaadallow firms to reduce the number of countries to focus on irldeta
before selecting the best option. They also help firms identify necessary changes in existing markets (Toyne
and Walters, 1993nd identifymarketsn whichfirms can easily overcome the liability loéing a foreign

supplier There are many models dfi§; for further detailsconsultPapadopoulos and Denis (19&8)d

Papadopoulos, Chen and Thomas (2002).
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Researcherdave developednany market selection models thaimphasizethe factors they believe
influence such selection. Douglas and Craigs (1888)ethat firms do not have universal market selection
models because market choice depends on firm characteristics.afdusythat market selection is
systematic rather than opportunistitoreover,Anderson and Gatignon (198@)oposea transaction cos
approach to market selection, while Arnold and Quelch (188&lopa market selection model based on
long-term market potential. Hofstede (20Qdesentsa market demandriven model while Morosini et
al., (1998)arguethat cultural factors and cultirdistance play important roles in market selectisom
yetanother angle, Porter (199&)pliesc o mpet i ti ve analysis to deter mine
markets. Swobodeat al, (2008), using the example of garment firmsguethat internabnal market
selection is determined by firmsd circumstances a
linear, contrary to risk and market attractiveness proposals. They argue that IMS is a multistagénprocess
which screening is based dmth macro and microeconomic variables. The screening also takes into
account experiential market knowledge and cultural and physical proximity (Feewatk2003).
A study by GastoiBreton and Martin (20113upportshe multistage argumentt propo®sa two-stage
IMS and international consumer segmentation model consisting of macro and micro segmentation factors
(that is, countryand consumelevel screening variables, respectively) to establish market attractiveness.
Some general indicators of rkat attractiveness include market size and potential, level of national
development (Sakarya, 2007), level of employmend national income per capitatiretarget market.
Given the advantages of systematic approadhéesstudyadops the cecisionsupport modelThis is a
multi-stage approach to market selection developed by Cuyvaks(@95). It helps narrow the selection
of countries with realistic export potential and helps decisiakers arrive at focused and accurate
evidencebased interational market selection.

The decision supportadef
Thedecision support mod&las first developed by Cuyvees al,, (1995:173186) in order to identify the
productcountry combinations with the highest quality of export potential for a specific colinwas
specifically designed to provide export promotimganizationsvith a more scientific way to determine
the products and destination countries on which to focus their scarce export promotion reEBosimoeslel
is usedto identify export marketsvith the highest potential. It can assist fishing companies and their
associationgo make informed decisionsggarding whichmarkets to pursyeas well as to develop and
promotea Namibian fish brand’he modeis appliedto fish and fish productdassifed atthe 6-digit level

of the Harmonised System of tariff coding. In the baseline of the mallelountries and fish and fish

6We receivedassistance with this part of the model and estimations from researchers at Northwest University, South Africa. The
section was drawn on Cuyvers, Stezmig and Viviers (2012) and Steenkamp (2011).
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products are considered and eliminated sequentially if they fail to meet specified drierimodel also
useslnternationakrade data from the UN Comtrade databdse decision support modstarts with all

countries and products worldwidend then through a screening process, identifies realistic export
opportunities (REOs). Thenodel consists of four consecutive filtergat sequentially eliminate less
realistic/interesting produatountry combinations in an effort wategorizeand prioritize REOs for the
country for which it is applied. The filtering pr
market resarch and is illustrated in Figube

Figure 5: The decision support mod@tering process
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Source: NWU representation constructed from Jeannet & Hennessey, 1988:139.

Filter 1 assesses the political and commercial risks of doing business with every possible importing country
worldwide. It investigates macroeconomic indicators to determine if the importing countries have adequate
overall market size and growth potenti@ilter 2 assesses the import demand for the various-Hi§it6
products in the remaining countriesdnyalyzingmport size and growth. Filter 3 examines the accessibility

of each market by assessing the degree of market concentration and the bagrays fter the third

filter, a list of export opportunities (producountry combinations) with potential can be extracted. Finally,

filter 4 categorize hese potenti al export opportunities base
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relative markeshare (compared to that of the top six competitors) and the import size and growth in each

of the identified markets. Each filter is discussed in detail below.
Filter 1: Identifying preliminary market opportunities

In this filter, countries that pose higpolitical and/or commercial risks to the exporting country (filter 1.1)
andthat do not show adequate economic size and growth (filter 1.2) are eliminated. Starting with all
possible trading partners (i.e. the rest of the world), this filter allowhéelimination of countries with
limited tradepossibilities This makes it possible to concentrate on a limited set of produactry

combinatons in the consecutive filters.
Filter 1.1: Political and commercial risk assessment

The first criterion thats considered in filter 1 itherisk (political and commerciafaced by exporters in
doing business with the foreign countries under investigatianyacademic, privateand government
institutions rate countries on the basishi$ risk” Thedecisio support modalses the country risk ratings
of the Belgian Public Credit Insurance Agency (Office National du Ducroire (ONDD)). The ONDD ratings
met hodol ogy conforms to the OECDG6s Arrangement C
Credits® The rdings are general to any exporting country and can therefore be used by any exporter wanting
to establish the degree of risk of dealing with a particular country. They are available on the ONDD
websité.
Commercial risk is defined as the risk resultingrfrot he det eri orati on of the i m
leading to the impossibility of payment for a consignment (ONDD, 2014). Indicators that are used to
measure& ¢ 0 uovdrall goreecial risk include:
i. economic and financial indicators that affec a | | companiesb6 corporat
sheets (e.g. devaluation of the currency, real interest rates, GDP gaodihflation),
i. indicators that refl ect the countryés payr
provider s6 pabsdcovatry)pand i ence with t
iii. indicators thatharacteriz¢he institutional context in which local companies operate (e.g.

corruption index, transition economy) (ONDD, 2014).

7 See http://www.countryrisk.com
8For more information, see Cutts and West, 1998:42Moravcsik, 1989:17205.
9 www.delcredere.be
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Political risk is defined as any event occurring in the importing country that wesidre the nature of

force majeurdor the importere.g. wars, revolutions, natural disasters, currency shoregggovernment

action (ONDD, 2014). Some measures of political risk include:

i. asessment of the countryds eassessnemiiofctheand f

financial situation is based on external debt ratios and liquidity indicators, such as the level
of foreign exchange reserves. A daunsets ryds e
of indicators economic policy performance indicas (e.g. fiscal policy, monetary policy,
external balance, structural reforms), growth potential indicators (e.g. income level,
savings, investments), and external vulnerability indicators (e.g. export diversification and
aid dependency).

ii. assessment ofhe political situation, which is based on a quantitative analysis of the
political risks associated with doing business in the country (not specified by the ONDD,
but obtainablefrom other data sources like the Quality of Government Dataset, ICRG
datasetand the World Bank sources (Woidnk, 2014a)).

iii. payment experience analysis, which is based on data drawn from the ONDD and other

credit insurersd6 past encounters with the <c

The ONDD rates countries on a scale of 1 to 7 for politisk| where 1 indicates a low political risk and

7 indicates a high political risk. Political risk ratings are provided for the short, medium, and long term. The
commerci al ri sk rating i s presented asonmmertidher an
ri sk and a 6Cd indicates high commercial risk (ON
The three political risk ratings for each country under investigation are transformed from a 1 to 7 scale to a

1 to 10 scale, whereas the commercial risk country rating is transforrsadhira manner that a score of

3.33 is assigned to an 6A6 rating, a score of 6.6
a 6C6 rating. This transformation i s nediessaary fo
average political risk score (simple average of the three political risk scores) is calculated for each country
under investigationSecond the average political risk score and the commercial risk score are weighted
equally to calculate an overallwatry risk score for each country under investigation. THepg&@dcentile

of this country risk score is used as aafiitvalue to eliminate less interesting countries from the analysis

(i.e. countries with risk ratings greater than or equal to thisftwlue are eliminated from the analysis).

Filter 1.2: Macroeconomic size and growth

Countries that pass through filter 1 have to pass
(measured by GDP and GDP per capita) and growth (GDP genwltksDP per capita growth values). The
data can be obtained from the World Development Indicators. THefquaints for the GDP and GDP per
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capita values in each year are determined at th@@@entile of the values for the countries for which all
daa necessary to run tliecision support modalre available. Countries are selected if the GDP or GDP
per capita values for the country are higher than theffutlues for at least two consecutive years of the
most recent thregear period for which da are available. This ensures that countries that do not meet the

requirementsn only one year would not be eliminated for subsequent analysis (Cwghairs1995:178).

The cutoff values for the GDP growth and GDP per capita growth values are detdratirthe world

averages for each year. Countmesgstshow above average growth rates in both GDP and GDP per capita
in all three of the most recent thrgear periods in order to be selected on the basis of these criteria. To
enter filter 2, a countrynust qualify based on filter 1.1 and filter 1.2 (i.e. the intersection of the two sets of

outcomes).
Filter 2: Identifying possible opportunities

Filter 2 assesses the import demand for the various-di@tdroduct categories in the remaining countries

in order to identify produetountry combinations (markets) with adequate import size and growth. Three
criteria are used in this filteshortterm import growth, longerm import growth, and import market size.

Import data can be obtained from the CEPII BA®@rld trade database. This database is constructed from

the United Nations Statistics Divisionds UN Comtr
150 countries. The CIF import values and FOB export values reported are reconciled togrevidele

figure for each bilateral trade flow, which excludes CIF costs. Furthermore, the CEPII team assesses the
reliability of country reporting and takes reporting quality weights into consideration when reconciling the
bilateral trade flows. The BACHatabase covers bilateral trade values at the Hi®yi6 product

disaggregation for more than 200 countries since 1995 and is updated every year (CEPII, 2013).

Shortterm import growth is considered to be the most recent available simple annual grewtlnmabrts.
Longterm growth is calculated as the compounded annual percentage growth in imports over a period of
five years. Finally, the import market size is the total imports of coufitnyproduct category (Cuyvers

et al, 1995:178; Cuyvers, 28@53260). Therefore, a cudff value for each criterion in filter 2 needs to

be calculated. Cuyverst al. (1995:179)arguethat if an exporting country was alreadgecializedin
exporting a particular product category, the-affitpoints for these masgtsneedto be less stringent. Thus,

the Revealed Comparative Advantage (RCA) index of Balassa (1964) is used to defifigoirtts for

each of the abovmentioned suleriteria. The RCA indicates whether or not Namibias a relative

advantage (and thefiore carspecializg in a particular fish product.

ax. o ax ¢
RCA, =& 1 Q. @2tot¢
boaex, 9 & €
g w,j +— g wt otr (1)
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Where:Xj i s

identified) of produci;

Nami

bi ads exports

ij is worldwide exports of produgt

X0t IS the total exports from Namibia; and

X,  istotal worldwide exports of all product categories.

If RCA >1, then Namibia haa relative advantagen producing product j for the export market; if

RCA ¢1 it hasarelative disadvantage (compared to competitors)daes not export or exports very

little of that product category.

(which is t

he

Cutoff values for the variables of filter 2 are defined as follows (Cuyvers, 1997:5; 2004E26Ghort

and longterm import growth, a scaling facta, isfirst defined (Cuyvers, 20046D) in order to take the

exporting
cut-off values:

S = 0.8+

1

(RCA+085e x5 4%

c o specializatidns thedexpgrts ef prodact categgrnto account when defining

)

The cutoff values for shorterm and longerm growth rates are defined as:

9,2 G,

3)

where g, ; is the import growth rate of product categphy countryi; and

G, =9,,;s;1ifg,;20 or

G =g, - s,ifg, <C

(4a)

(4b)

with G being the growth of total world imports of product category j. Thefytoints are illustrateth

Table9.

Table 9 Cut-off points for shortand longterm growth

(The exporting country for which the
model is applied is napecializedn
exporting produgt

(The exporting country for which the
model is applied ispecializedn
exporting produgt

(World short or longterm
growth rate inproductis
positive)

Country id s  soh longterm import
growth rate of product j (9 must be
between one and two times the world
growth rate for product j.

For example:

If RCAnj = 0 and g, = 5%, then

Count r y-ofldngterm import t
growth rate of product j (g is allowed

to be a bit lower than, or equal to, the
world growth rate for product j.

For example:

If RCAn; =1 and g, = 5%, then
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5 = 1.988 and ({cut-off point) =9.94% | 5=1 and G=5%

If RCA,;= 0.5 and g; = 5%, then If RCA,j= 1.5 and g; = 5%, then

s =1.25 and Gj = 6.25% 5 =0.895 and Gj = 4.475%

Country id s  sohnlongterm import Country id6 short or longterm import
(World short or long term| growthrate of product j (g) must be growth rate of product j (g is allowed
growth rate in producis | higher than the world growth rate for to be a bit lower than, or equal to, the
negative) product ;. world growth rate for product.

For example: For example:

If RCAnj= 0 and g, = -5%, then If RCAnj= 1 and g, = -5%, then

§=1.988 and &=-2.5% §=1and G=-5%

If RCAsj= 0.5 and g; = -5%, then If RCAn;j= 1.5 and g; = -5%, then

s =1.25 and Gj =4% 5 = 0.895 and Gj =5.59%

Source: Adapted from Cuyvers (1997:5; 2004:260)

This procedure is carried out for both shierim and longerm growth rates (Cuyvers, 1997:6; 2004:260).
If the criteria above are met by a particular countryferme ci fi ¢ product, a value
in the shorterm and/or londerm import growth columns in Tabldl A val ue of 606 ( NO

whenthe criteria are not met.

Next comesconsideration of the relative import market size of importingntries the relative import

market size §) of countryi for product categoryis considered sufficiently large if
whereZ, ; is the ratio of imports of countfiyfor product categoryin total imports and

S =002z,,ifRCA,2% or S =[(3- RCA )/100Z,; if RCA <1 (5b)

(Cuyvers, 197:6; 2004:260). In equationl{h Z.refers to the aggregate world imports of product group
j. Table Dillustrates the implications of the eaff points.

Table D: lllustration of cutoff points for import market size

(The exporting country n for which the model is (The exporting country n for which the model is
applied is nospecializedn exporting product) applied isspecializedn exporting product)
Country i 6s i mponustbe bebseen|Country i 6s i mpiQ muastsbe grdaterp
2% and 3% of total world imports of product j. than or equal to 2% of total world imports of product
For example:

If RCAn; =0, then

S (cutoff point) = 0.03 4 (3% of total world imports
of product j)

If RCAn; = 0.5, then

S =0.025 4y, (2.5% of total world imports of product
)

Source: Adapted from Cuyvers (1997:6; 2004:260)
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Eachproduet ount ry combinat i onNO)er #EB)n theraativeraporvnaatket e o f
sizecolumn of Table 1, subject to the conditions in Table. I'he selection of markets in the filter is based

on thecategorizatiorin Table 11.

Table 11 Filter 2 categorizatiorof productcountry combinations

Category Short-Term import Long-term import Relative import market

market growth market growth size
0 No No No
1 Yes No No
2 No Yes No
3 No No Yes
4 Yes Yes No
5 Yes No Yes
6 No Yes Yes
7 Yes Yes Yes

Source: Cuyversl997:7; 2004:261

A productcountrycombination is selected to enter filter 3 if it falls in category,3, 6 or 7 (Cuyvers,
2004:261), implying that a market should be growing adequately in the short or long term, and/or be of
adequate size for it to be considered for further analysis.

Filter 3: Identifying probable and realistic export opportunities (REO)
Filter 3 assesses the accessibility of markets that pass through from filtalid®vs for further analysis of
productcountry combinations (market accessibility) and implications of trade restrictions on export
potential. Market accessibility is measured by weighted indices of proedaanhtry combinations
constructed using eighapmetersCuyverset al (1995) note that selecting an export market on the basis
of size and growtlalonedoes not necessarily mean that entry into that market will be easy. Thus, filter 3
takes into account trade restrictions to further screen thenimmaiossible export opportunities. This filter
considers two categories of barriers to trade:dibgree of import market concentratigfiiter 3.1) and
trade restrictiondfilter 3.2) (Cuyvers, 2004:261).

Filter 3.1: Degree of import market concentration
The assumption here is that a highly concentrated market (that is, one supplied by a small group of
countries) is more difficult to enter than one with lower concentration. In a highly concentrated import
market, a few exporting countries hold a relagMerge market share and have a lot of knowledge about
the market. Faced with such a markéamibian fish companies would fintdcostly and rather inefficient
to attempt entry; the san®etruefor export promoting agencies, which would rather concentmatmarkets

offering realistic opportunities of successful entry.
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The decision support modeises the Herfindatlirshmann Index (HHI) (Hirschmann, 1964) to measure

the degree of market concentration. The concentration index is measured as follows:

az. . a
HH|, =&Xl0

(i‘qto ti,j =+ (6)

where ZkI ; are the imports of countiyfrom countryk'® for product category, and

Z sjrcountryibs total import.s of product category

An index of 1 indicates a highly concentrated market (where only one exporting caupupjies the
importing market),while an index closer to O indicates lower market concentration (that is, a more
competitive exporting environment). Thus, the higher the HHIntbieedifficult it will be to penetrate that
particular marketHowever, therds a needto be mindfulthat concentration may be considered a bigger
problem in a norgrowing market (that is, a markietwhich market share has to be won from competitors,

often those already firmly establishg@uyverset al, 1995. To simplify themodel, a cubff point for

market concentration is designed depending on the category to which the various markets were assigned in

filter 2; this pointis defined as follows:

he=HHI,, ()
with the following implementation:

h, =0.4 for category 3;
h, = 0.5 for categories 45, and 6;and
h, = 0.6 for category 7.

In relatively large markets, no more than gércentconcentration isllowed. Large and growing markets
can allow for a concentration ratio of no more thamp8@centand markets that are relatively large and

growing in the short and long term can allow gp&@centevel of concentration.

10The imports from the country for which the model is applied is excluddukinumerator of this equation.
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Filter 3.2: Trade barriers

This filter incorporates information on the trade barrigrat Namibian fish firms would faceon
international markets These include tariffs, netariff barriers, trade costs, trade time, distance,
infrastructureand logistics. The World Economic Forans Enabl i ng T7)atdtesthi&epor t

i dat a -tavifhbarneosrare very outdated and the absence of a comprehensive, rigorous

and global measure of naariff measures (NTMs) leaves a gapaimy research regarding

market accessibility. The assessment of NTMs should not stop at the border, but also focus

on behingthe-border measures, such as product standards, conformity assessment

regulations and subsidies. The International Trade Centrg {$Téhgaged in an effort to

collect data for the elaboration of an indicator on the presence of NTMs affecting

international trade. Having to rely on surveys by experts in the field, the process is

inevitably slow and costly. The ITC is not yet in a gositto provide an updated data set

with a global coverage. To date, these data are available for only approximately 61

countries. o
For this reason, netariff barriers cannot be included in our analysis. However, one way to entfigage
restrictive impactsf trade barriers (including international transportation costs, all documentation, inland
transport and handling, customs clearance and inspections, port and terminal handliof§icial costs)
is to consider the total cost of shipment. In this stwey use trade costs, calculated as an ad valorem
equivalent (%) on the value of the goods and added together to arrive at the total ad valorem equivalent
trade cost per producbuntry combination, as a measure of trade barriers. Appendix A4 shows tiie impo
tariffs that Namibian fish and fish products atjectto in various countries.

i.  Advalorem equivalent tariffs per product
Tariff information ontheHS 6-digit product level for all the producbuntry combinations that entilter
3 is gathered from he | nt er nat i ormaMap.TAd wathrem djevalent tariffss are Msed
because it is difficult to compare specific product duties with ad valorem tariffs across countrieAdhe M
Map database is unique and is largely accurate in measuringithietels faced by individual country
exports because it accounts for bilateral, regicarad preferential tariff systenfBviF, 2005). The data is
also available on an HSdgit level of disaggregation suitable for this study.
ii.  Internatbnal shipping cst per country

Matthee (2007Yeviews theliterature on the measurement and significance of factors influencing trade
transport costs. International transport costs can be obtained as direct quotes from the shipping industry or
transport operators (e.g.rhéio and Venables, 2001:453 and Martidarzoso, PéreGarcia and Suarez

Burguet, 2008:3146) or from national customs data in the form of CIF import values and FOB export values.
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Another possible source is the International Monetary Fund Direction of Btatlstics An indication of
bilateral transport costs between countries can be calculated by dividing the CIF import value by the FOB
export value (e.g. Anderson and Van Wincoop, 2003; Baier and Berstrand, 2001:15; and Lim&o and
Venables, 2001: 453), bthis measure may be inaccurate for some countries (see Chasomeris (2007) on
South Africa). In this studyve use the quote for the shipment of @& container of general cargo valued
at US$20,000 (obtained from World Freight Rates, 2014) froriMaleis Bayharbour in Namibia to the
nearest or most likely pdttin the different countries that passed from Filter 2. To arrive at an ad valorem
equivalent international shipping cost, the cost to import per country is divided by the value of the cargo
(US$20,000).

iii. Domestic cost to import per country
The cost toimport includes the documentation, inland transport and handling, customs clearance and
inspections, port and terminal handlirajmd other official costs, exclusive of bribes (The World Bank,
2014b). Tiei nf or mati on i s obt ai n ¢gBusifiessdraport. The feed/levied dhaB a n k €
20-foot container of general cargo are used to calculate the cost of importing, excluding tariftsor co
related to ocean transport.
To arrive at an ad valorem equivalgshtmestic cost is calculated by dividingttost to import per country
by the value of the cargo. The total ad valorem equivalent (%) trade cost of transporting goods from the
harba in the exporting country to the final destination in the importing country is calculated by adding the
ad valorem quivalent tariff per produetountry combination to the ad valorem equivalent international
shipping cost and domestic cost to import. Theotfipoint used in this study was the'8@ercentile of the
total ad valoremequivalent trade cost for all prodeaountry combinations that enteréitter 3. The
productcountry combinations (realistic export opportunities) thige the least cost combinations of the
filter componentgass tdilter 4, which allows for thdinal analysis of expding opportunitiesMarkets

that are too difficult to enter, and whose access is too restractedliminated from the analysis.
Filter 4: Final analyses of opportunities

Under this filter, there is no market elimination. Instead, the fil#egorizeandprioritizesthe realistic

export opportunitiefor each market fromfilter 3tc al cul at es t he rel ative mar Kk

exports of product categojyn countryi (/17;) as:

Xy ®

1 This information was obtained from the authors of the World Bank Doing BudRegsst to ensure that the international and
domestic transportation costs are calculated using the same harbors.
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where X ;i s Nami

countries?o

bi

tot al

aods fi

€j logauntryi s

s h

of

product

category

e rogaumtryi;sandX{; ; nepresents thettopsiat e go r

This filter compares the relative market share of Namibia in each market that entered the filter and the

relative market share of the six largest petitors in these markets. This results in the following

categrisation of market importance:

i. m;¢00%t Namibiads relative market share is v
i. 005<m;<025: Namibiads relative market share |
i 025¢m <05: Nami biadés relative hygmanket share i :
iv.. m;205 Namibiabs relative market share is r.
These cubff points are arrived at after several rounds of sensitivity analysis to test the statdlity a
consistency of the results.
Overall, the filtering process leads to a matrix (Td@ethatcategorizeshe realistic export opportunities
identified in filters 1 to 3 in terms of sizdgrowth in demandas wellalNamibisd s cur r ent mar ke

in these markets. The classification in the rows of TaBles bbtained from filter 2, which indicates the

size and growth of imports of the different markets, while the columns are based on the relative market

share ofNamibiacalculated in filter 4.

Table P: Final categorizatiorof realistic exports opportuns

Namibia's market shareof country (Filter 4)

Size and growth of
importing market

Relatively small

Intermediately
small

Intermediately
large

Relatively large

Large product market

CELL1 (REO-1)

CELL 6 (REO-1,1)

CELL 11 REO-1,2)

CELL 16(REO-1,3

Growing (short and long
term) product market

CELL 2 REO-2)

CELL 7 REO-2,1)

CELL 12(REO-2,2

CELL 17(REO-2,3

Large product market witl
shortterm growth

CELL 3(REO-3)

CELL 8 REO-3,1)

CELL 13(REO3,2)

CELL 18(REO-3,3

Large product marketvith
long-term growth

CELL 4 (REO-4)

CELL 9 REO-4,1)

CELL 14(REO4,2

CELL 19(REO-4,3

Large product market witl

short and longterm growth

CELL 5 (REO-5)

CELL 10 REOS5,1)

CELL 15(REOS5,2)

CELL 20(REOS5,3

SourceCriteria adapted frorrater & Viviers, 2012.

The table assigns the prodwcuntry combinations from filteB to each one of the export market

possibilities thusidentifyingthe potential (demand) in a particular market (i.e. import size and growth) and

the extent of currentitilization (based on the relative market share). Export promotion agencies can also

use these cells to formulate export promotion strategies for the markets identified as realistic export
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opportunities. Cuyverst al (1995:183) suggeshat an offensive market exploration export promotion
strategy can be used for export opportunities in
small market share in these markets. An offensive market expansion strategy can be adeppaattfor
opportunities in cells 11 to 15 since the exporting country already has an intermediately large market share

in these markets ansincethe demand is large and/or growing. Lastly, a defensive strategy may be

necessary for export opportunities inl€d 6 to 20 in order to maintain the market.
Taking the exporting countryds production capabi

The model hashus farconsidered the potential demand for produ@xport opportunities) in different
countries, without taking into aount possible supply constraints in Namibia. Télative advantage of
Namibia in the export market is accounted foriflyoducing the additional criterion that the RCA for
Namibia should be equal to or greater than 1. Riwetiterature, an RCfof atleastones h o ws Nami bi a €
specializéionin producing and exporting the gop(Balassa, 1964). The RCA ensures that only products
in which the exporting country has a significant presémtee marketre selected as export opportunities.
This analysisdentifies possible and realistic export opportunities. With this information diomesverjt

is difficult to prioritize export opportunities between products, sectors, counamesregions, given that
no value is attached to the prodgountry combiations yetThe size of the export opportunities has not
yet been considere@nd a ranking basednly on the number of opportunities is not accurdtke
calculation of a potential export value for each realistic predoghtry export opportunity combitian is
calculated as the averafjsh export shares of the top sexporters to a particular country (excluding

Namibia). This average export share value indisabe size of the potential export markiétthis average

share i s gr e a ttearfishtexpartrshaie ahm exbadrtiagbopporturity falls somewhere in cells
1 to 10; if the average share is |l ess than Namibi
incells 112 0 . I n other words, wh e n ediathanthe asefage ofttetopsaxl e x p

competing exporters, then Namibia is one of the main exporters to that particular, madkekporters

may want to pay particular attention to such markets
Determining local production versus-exports

The lastfactorto determine in applying theéecision support modés$ to check whether the goods that
Namibia exports are produced Namibia or are just reexports.An aralysis oft he cogsocd r y o
accounting matrix shows that éxports petroleum productsven thoughit is a netpetroleum product
importer and has no productive capaditiysuch productdn addition,goods toAngola,theDRC, Zambia

and Zimbabwéransit througiNamibia It is thus important to determine whether the fish and fish products
expated from Namibia aractuallyproduced locally. This determination is basedlum calculation of a

Revealed Trade Advantage (RTA) index (Vollrath, 1991). The RTA index accounts for exports and imports
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simultaneously and is used as an indicator of proldwel competitivenss, unlike the RCA index that

indicates relative export advantage or competitiveness only. The RTA is calculated by the formula:

RTA =RCA - RMA , )
@ 043 awm, %

RMA, = ol ot g @
@AM e dM, @
et - C nni +

whereM represents imports;is a country;j is a productt is a time indicator, usually a year; and
represents all countries. Therefore, this measure implies a Relative Import Advantage Belgbi)se
international tade data potentially contaispurious transactions or shocks, the RTA is calculated @
five-year period in this instanc&/henRTA>0, it indicatesa positive comparative advantage (trade
competitiveness)n such a case, it is assumed thatmajority of the product exported is locgiiypduced.

Model results andhterpretation

The model takes into accouall fish productsand countriesand sequentially eliminates products and
countries that fail to meet specific criteria. For the available data, we started48itbountriesAfter
applyingfilters 1 and 2, 98 countries remathéor considerationThese constitute the potential export
opportunities After filters 3 and 4, 23 countries remathese countries are further examined in terms of
market performance, accessibiligndconcentration. Table3lshows the selection of theost attractive
export marketsit alsoindicates those markets that exgordmoting bodies and fishing companies may
need to study in greater detail orderto determinemarketviability conditional on other factors such as
sanitary and phytosanitaryequirements, voluntary and compulsory product standards, consumer

preferences, competitors, forecasisgd importing countrynarket structure
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Table B: Realistic export opportunities based imarket share and potential importing countries

HS in-l;sgrlls REQ Namibia 2013 Ngmibia specialised Does Namibia
Code Country (US$ coordinat exports i in exporting the produce
65000 e (USS$ o0 product? product?
030613 USA 3876179 | REO1,1 0 No No
030420 USA 2977078 | REOA4,1 4182 Yes Yes
030613 Japan 2111221 | REO1,1 0 No No
030420 Japan 1838769 | REO5,1 0 Yes Yes
030379 China 1523837 | REO4,1 0 Yes Yes
030420 | Germany | 1514528 | REO3,2 11643 Yes Yes
030613 Spain 1153935 | REO1,1 0 No No
030410 USA 1135341 | REO1,1 0 Yes Yes
030343 Thailand 970924 | REO1,1 0 No Yes
030212 France 931317 REO1,1 0 No No
030420 France 884933 | REO1,2 9510 Yes Yes
030490 Japan 771131 REO5,1 0 Yes Yes
030614 USA 754523 | REO3,1 0 Yes Yes
030613 France 713571 | REO1,1 0 No No
030749 Spain 679436 REO1,2 9861 Yes No
030269 Italy 679435 | REO5,1 0 Yes Yes
030379 Japan 624438 REO3,1 3 Yes Yes
030420 Spain 620365 | REO4,3 87926 Yes Yes
030344 Japan 603542 REO1,1 0 No Yes
030420 | Netherlands| 585051 | REO5,2 7963 Yes Yes
030319 China 538004 | REO1,1 0 No No
030410 France 526664 REO5,1 0 Yes Yes
030749 Italy 514917 | REO1,1 183 Yes No

N.B: In the analysisiNamibiais definedasarelatively smallcountry
Only countries thatgtentialy import more thanJS$500million included.

The &ble considers the market share angpial ofimporting countriegnd atotal exporting capacity of

morethan U$500 million. The table shows that USA ike top potential markeand thatNamibia can

potentially expand her export market fonzen shrimp and prawrshelled or no{HS030613) Namibia

already exportfrozen fish fillets (H®30420)and caralsopotentially expand its foothold in that market

given the marketize as well as the current market share. In addition, Namibiagaiential to exportish
fillets and other fish meat, mincednot(excludingHS030302 and H830420)to the USAThe US market

for Namibian fish seems to exhilbiing-term growth and thus genal market potential.

Japan isalso classified as a large market wisihort to longterm growth potential. Given the curten

competitive advantage, Namibia can exfazen shrimp and prawshelled or no{HS30613)andfrozen
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fish fillets (H30420)to Japan Exporting the latter will help diversify the market froits current

concentration on the European Union.

The Chinesdish market is classified darge and exhibiting longterm growth potential fioNamibian

fish. Namibia expors frozen fish not elsewhere specified (excluding fillets and other fish meat of
0304/liversandroes(HS030379). There isa chance to increaghe direct presence of Namibian figh
China which currentlyentersChina largely through Hong Kong. However, thera reeed for caution on
this market as itis highly competitiveand is itself a lowcost producer, making growth therein rather
difficult. In addition, the fishing associations reported that sphcializedypes of fish and fish products
are likely to perform well in the Asian market. This is becaimsgeneral, there is little prefereniceAsia

for Atlantic fish because it has lesg than what is caught in the Pacific and Indian oceans. This itiedins
Namibian exporters need to concentrate their efforts in those markets that value less fatspéistally

the EU market.

The EU market offers exciting opportunities and challerigeslamibian fish. The table picks five main
markets for fish and fish productsamely Germany, France, Spain, the Netherlaant$Italy Germany is

a large market with sheterm growth potential. Since Namibia already has a rather large markeheteare
(for frozen fish fillets (H830420)), it can potentially exploit the shoerm growth benefits offered by this
market while positioning itself faalong-term presence. Existing historical ties between the two countries
enhance this possibility

Franceis categorizedhs a large market in which Namibian fish (frozen fish fillets@{®820) has a large
presence. It also offers shodnd longterm growth forfish fillets and other fish meatsjinced or not
(excluding H®302) (HS030410) a markein which Namibia has a small share.

The bulk of Namibian fish currently goes to Spaimdis marketed throughout the EU from there. The
modelcategorizes$Spain as a large market with lotgrm growth potential foNamibian fish (frozen fish

fillets (HS030420)). Since Namibia already has a large market share there, exporters may need to ensure
that they hold on to their shaamd perhaps diversify into other product lines. The latter could be quite a
challenge however,given that the existing market entryode leaves the marketing and distribution of
Namibian fish to Spanish and other international companies. This poses a challenge to any value addition
thatNamibia may wish to undertakas such moves majestabilizeexisting trade arrangements aralild

be costly to Namibian companies. Namibian fish is knawrthe EUunder noANamibian brands, and
breaking into the market with a purely Namibian brand will be a challenge.

Another potential market is the Netherlands. The model filters this as a large miink&tort and long

term growth potential. Namibia already has a rather large market presence with frozen fish fillets

(HS030420). There ighus potential for growing this market, including moving up the value chain.
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However,potentialgrowth strategies ay complicate the relationshggetween Namibian firms and their
EU counterparts.

Namibia is currenthspecializedn cuttle fish and squid (HB0749) and hathe potential to exporthese

to Italy and Spain. It has a small market share in Italy and errattge market share in Spain. The country

can benefit by increasing production and selling to these countries. In addition, there is potential to enter
the large Thai market witlirozen skipjack/stripdellied bonito (Euthynnus Katsuwonus pelamis)
(HS030343).

The results of the model are indicative of the products and markets that Namibia could focus on to diversify
and grow its fish market. Sindéamibia does natpecializein all exportable fish commodities (colurii

there isneed for more work anéhvestment toward producing some of the fish products identified.
However,market potentiastill does not guarantee success in a given market. There is still need for detailed

market research and analysis of each of the opportunities identified
4.3 Prospectve Diversification of Fish and Fish Products Export Markets

Further analysis of the export opportunities and prospective market diversification opportunities can be
done atheproduct levelFigure 6 identifiepotential export markets for products HS@8H, crustaceans,
molluscs, aquatic invertebrates (representing all the general fish and fish products)) and HS0303 (frozen
fish, whole). Namibia has comparative advantage in the latter and constitutes the largest proportion
exported, in both volume andue.

Product HS03: fish, crustaceans, molluscs and aquatic invertebrates

Figure 6(a)illustratesN a mi b i a éxport dastinations forfish, crustaceans, molluscand aquatic

invertebrates. It indicates tipeospective market growth and demdrain differentregiors of the world

Figure 6(a): Export market diversification for product HS03 to the rest of the world

Prospects for market diversification for a product exported by Namibia in 2013
Product : 03 Fish, crustaceans, molluscs, aquatic invertebrates nes
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The figure shows that the annual growth of partn
around 20percent with bigger bubbles for Japan and USA. Spain shows the largest portion share of
Namibian exports (nearly 3fercen}, followed bythe DRC and South AfricaespectivelyNamibia has

an advantage in exporting to the DRC compared to other couhtreesve v er , Na mi gromahd s f i st
to Spain Portugal, ltalyand South Africaislessthanthes@ unt r i e s 6 irestpfdhevtodd. f r om t
The bubble graphs below show each of the main regions individually.

Figure 6(b) showthe prospectiveAfrican exportmarkets as mainlthe DRC, South Africa, Mozambique

and Angola. The rest of tidrican countries individually constitute ledsan 1percenbf themarket share.

Figure 6(b): Export market diversification for product HS03 to Africa

Prospects for market diversification for a product exported by Namibia in 2013
Product : 03 Fish, crustaceans, molluscs, aquatic invertebrates nes
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Among the top export markets, the growth of Namibian exports to the DRC and Mozambique is larger than

the growth of the imports of the two countries fromrbst of thewvorld. This meanghatthere is potential

to enhancemarket share in these countrié®owever, the situation is different when it comes to South

Africa and Angolathe growthoNa mi bi ads exports to the twgovthcountri
to the two countries This indicates marketsn which there is competitionplacing Namibia n a
disadvantageous position.

The analysis of HS03 exports to Asia is shown in Fig(re This figures hows t hat Nami bi aé s
Asia are very low (less thangkrcen), which may be indicative of the lower demand for the product HS03
inthatregonHowever, the growth of Namibiabds exports to

than the growth of the two countriesd Iimports fro
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Figure 6(c): Export market diversification for product HS03 to Asia

Prospects for market diversification for a product exported by Namibia in 2013
Product : 03 Fish, crustaceans, molluscs, aquatic invertebrates nes
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On the other hand, the growth of Namibiabds export:
two countries from theest of the world.

Thelow export volumes to Asieanbeexplained by distancandby the facthat some fish harvestégbm

the AtlanticOceanhas less fat than similar types harvested from the Indian Ocean.Ad@ncountries

also produce their owndh, perhaps more cheaply.

Figure6(d) shows the prgmective export of product HS03 to the EU. Many of the countries fall within the

0 to 5 percentgrowth bandWithin thesecountries Namibia has better export potentialGermany, the

UK, and Polandwheie Namibiarexportsare alreadg r owi ng f aster than the thre

therest of theworld.

Figure 6(d): Export market diversification for product HS03 to the EU.

Prospects for market diversification for a product exported by Namibia in 2013
Product : 03 Fish, crustaceans, molluscs, aquatic invertebrates nes
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Namibia also hathepotential to increase exports to Italy, Ireland, Portugal, SwedehFrancewhere its

export growth has been lagging behind that of the rest of the world to the divgies. Spain is an outlier
consuming nearly 3Percento f Na mi b iohpdoductdH803Howdver, Namibiavould face high

competition if it wanted to increase its export market in these countries.

Product HS0303: frozen fish (whole)

Figure 7(a) showdla mi bi a6 s f r oamdendicatesi the Iprospectivenexgors market growath

different regions of the worl@he figure shows hat Nami bi ads f r ohkighartexdoit sh exp
in Mozambique Cameroon, the USAand Germanyompared to growt of exports from the rest of the

world to these trading partnerslowever, growth to Spain, Portugal, Italy, Australia, France, South Africa,

Angola and the DRC is lower than growth of imports from the rest of the world to these countries. The

latterwould be very competitive markets.

Figure 7(a): Export market diversification for product HS0303

Prospects for market diversification for a product exported by Namibia in 2013
Product : 0303 Fish, frozen, whole
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As for Asia (Fgure 7(b)), the only opportunitiefor market expansioaxist in Japan and China. Overall,
fish trade with Asian countries is lpwandthe level of competition will be high if Namibia wants to increase

its market sharbere
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Figure 7(b): Export market drersification for product 0303 to Asia

Prospects for market diversification for a product exported by Namibia in 2013

Product : 0303 Fish, frozen, whole
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As for exports of frozen fish to the EU and to Africeountries thesame picture emergeSpain, Italy,
Portuga) and France remaipotentialgrowth marketintheEUb e c aus e Nami bi ads export
countries is less thahe growth of imports from the rest of the world teetcountriesThese markatare

also lkely to be very competitivel.he other markets which Namibian fishexport growth is largethan

from the rest of the worldouldbe important niches that exporters need to maintain. In Africa, the situation
is different For the DRC there is potentialor growing exports of frozen fish, as is the case with South
Africa and Angola. Camerooalsoappears as a high growth marketwhich Namibian frozen fish has
dominance.

Figure 7(c) presents an interesting perspective regarthegvorldwide growth ofconsumer demand for
fish, pegged at percent The very high demand for fish in Zambia is an outlier. Given the geographical
proximity of Zambia to Namibiathere isa potential to exploit this market opportunity. In general, the

diagram shows above aveeagrowth in consumer denéin several African countries.
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Growth in demand for the selected export product from Namibia in 2013
Product : 0303 Fish, frozen, whole
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In Europe, Spain remains the main market for Namibian fish. Although Italy and France have been observed

frozen fi

s h

to be markets with growth potential, the figure above seems to indicate that they will be highly competitive

given the low growth in demand for fish.

5. Challenges and Prospects for the Fishing Sector Growth

The analysi f

product quality a ready market for the product, strong and sustainable management of resources, and

prospects for value additiqeven though the latter needs to be treated with cgufitve sector also has

N a nfishiery ssedios has shown that the countigsseveraladvantages in terms of

the potential to expand its export market both regionally and internationally, and there is positive

discrimination in the allocation of quotas awbr of Namibianswhich should enhance resource ownership

and distributionFor continued good performanckswever, fisherpperators need to hone in their efforts

in those aream which they have comparative and competitive advantalgeaddition,there are also

important challenges that need to be addressed.

Indigenisation and a binding capital constraint

The 6 Nami

firms, has resulted ipeople and consortiinning fishing quotasvithout beingable to fully exploit the

resources. Some quota holders lack the necessary capital and have no accesfittaci@ditinstitutions

bi ani sationdé of t he

f

s hi

ng s e owned

are often hesitant to lend because produeekscollateralannual quotas cannotlused as collatejallhe

a

allocation of quotas to people without a capital base has created a secondary market for fishingnlicences

which licence holders sell them fmeople or firms witlthe necessaryishing capacity. The existence of

right holders vith no direct involvement in fishing unnecessarily extends the value chain, which increases
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costs and cutslown profitability. It therefore takes longer for those directly involved in fishing to
accumulate resources to invest in capacity expansion. Tleeagetewof the fishing associatiorseems

to bethat there isaneed to cut out the unproductive middlemeho onlyrepresena cost to the sector.

The problem of lack of capitas particularly acute for operators in trawling and deeg fishingThes
operators oftecannot buy their own vessead have to rely on hired South African vesdelsthemore

at the time of the interviews with the associations (in 20¥4heoseven locally owned vessels, only two
were reported to be searthy. Given hese challenges, it may be necessary for the government and
financial sector to collaborate buildlocal capacity througthe acquisition of vessels. Funding strategies
have to be developethat will not putthe burden ontaxpayers(e.g. through thedevelopment of

concessionary loan facilities theintroduction of venture capifal

Thelack of access to capital and vessel ownershipdsasted irthe significant presence of foreign capital

inNa mi bi a 6sectof. This has itsyown advantaged disadvantages when it comes to marketing.

One advantage is that the partnership between Namibian and foreign capital allows the former to tap into
the expertise of the latter in technical, manageaat marketing skills. In addition, there is increased
investment in the fishing sectfiom foreign investorsJoint ventures with foreign firms, especially those

from Europe, allow local fish products to enter that matket d e r European fThis msdé br
arrangement works perfectly as long as thallions do not seek to operate directly in the EU market, as

this will upset existing relationships. Local firms could seek greater sftom theirfish by processing it

and contining to market it through their EU counterpartse hakesubsectoris exploring this idea. As
discussegbreviously direct sales of processed fish products may prove to be a big challenge for logal firms
not only because of opposition fraimeir EU counterparfdutalsobecause of protective laws in the EU
market whichwill make such a development cosfiywus,value addition as advocated by the government

is not necessarilgarte blancheln all the arrangementiscussedlocal firms need sKful negotiatorsin

order to establiskair deals.Moreover by engaging in further value addition, local firms will be entering

into highly competitive sections of tirgernationafish markef where thewill be compelled to implement

and adhere to international certificatiand standards fdheir productsOne example ighe introduction

of the Hazard Analysis Critical Control Point (HACCP) food hygiene management system, which is

approved by the EU, USAnd other developed countries.

The concernof possible opposition from trading partners was reporteddrhbrse mackerel sector. One
operator pointed out that some of their trading partners in the region have forced them to sign non
competitionagreements which bar the local fish companies from exporting frozen mackerel directly to
some regional marketBternationalpartners, sometimes in collusion with government officials, make it
difficult for outsiders to individually sell their fish to the local populatiHlowever, growth in the fishing

sector will come from growth in exports to the rest of the wddld the African continent, mackerel is
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performing well and hathe potential topushinto new marketsespecially given the recent inauguration of
a free trade zone including SADC atite East African Community. Growth inrbanizationon the
continentalso creates new marketing opportunities. Improvements in economic management and growth
in many countries, including those not dependent on natural resources, is dheatiagessary demand
for all types of food, including fish.
From another angle, the presence of foreign capital ifighery sector, especiallin the form of South
African vessels, provides a ready market lfmcally caught fish This presence also loosetise capital
constraint that can potentially ruamibian operators. However, local fish firms complain thatign
vesselowners offer very low prices per kilogramme of catch, meatfiagthe right holdersealizelow
returns on thie fish. Worse still, the foreign vessels buy the fish and send it to South Africa for processing,
reducing thehance for value addition amdeatingfewer jobs onshore.

The value additiopolicy drive
Over the past few years, tidamibiangovernment has lea pushing for greater value addition to fish
resourcesThis drive has been met with varying levels of acceptance and suSoese.companies have
invested in new processing capacityd have developed new produ@stween 1990 and 2003, a total of
23 piocessing plants were construct@tierewas also significant investment growth between 2011 and
2015.Hakefishing companies invested N$187 million, while the large pelagic and monk fishing companies
invested N$5 million and N$16 millignespectively. Somof this investmement toupgrading processing
equipment and acquiring new vessels. Other firms have incréd@sadlization of existing capacity by
importing frozen fish for processing during the-sffasonthus reducing thdowntime for both capital

and laborThis is a new avenue that companies can expi®i@eway of increasing supply.

The growth of processing capacity has brought about another potential prdidemver, in thattihas

allowed companies to lobby the government to incréats¢allowable catchesThis may have negative
impacts on recruitment rates and therefore the-teng sustainability dfish stocks As shown by the TAC

figures in Table 1, the trend since 2068many commercially exploited species has hgwvard.Paterson

et al., (2013 7 ) n dindeeds thet stioag polidy focus on job creation, designed to achieve the socio
economic development goals of the nation, has actually led to the perverse situation that the fishing and
processing capacity in the hake sedsdamice the size of the TAC and landidg$he pressure for higher

TACs hasthe potential to derail the resource management systems in place and may result in collapsing

stocks. The need for survey data to inform policy formulation is therefore veocakriti

There are someperatorghatarguea gai nst t he gover nme,sayidghatpmayh f or
not be necessary becausgrocessetish already has a ready market aimttcethey are failing to meet the

existingexportdemand. Others feeldhthey will not be able to compete on the international market with
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new brand of fish products Processed fish is also more expensive than frozen fish, and some markets (e.g.
the regional markeexcluding South Africahave relatively highdemandprice elasticity, any process that
increases the price of fish may resultailoss of market shar@ne mackerel fishing company argued that
competing with Chinese and Thai processed fish products on the African market is very difficult because
the Chinese and@lhai products are priced cheaply relativeheNamibian productsThe company argued

that even though the local fish is of higher quality and meets high quality cstaindiardsthe samenight

not be said of the competing produdi®wever the qualityof Asian fish imports relative to Namibian
products could not be verified. The failure of processed Namibian fish to compete against Asiarinmports
terms ofprice may benindication that Namibia is a higtost producer and loses competitiveness throug
value addition. If this is the case, then the best strategy for firmeantmueexporing unprocessed fish
Nonetheless, frozen Namibian mackerel is very popular within the region, and there is potential for further
expansiorthere

As mentionedreviously local firms already market their fish in collaboration with European companies

in Europe, and any attempt to devetoplamibiarbrand will likely result inaloss of market shaiia that

region Some operatorsthus argue that value addition ireases costsyhich eat into their margins
significantly. Although value addition is\amportant component in thieevelopment of thésherysector,
especially the processing of hake and mackefgriturne2013) some fishing associations argue that
consumers are willing to pay a premium not for processed fish, biiteori sfriesbress and qualityhis
meanghatconsumersvould prefer the current sepin whichsome fish is exported from offshore, fresh.

The governmenis alsopromotingthe local consumption of fishbut thereare certain types of fish (e.g.

hake and cape cod) that are generally too expensive for the local market. Further processing will not address
this problem of purchasing power. In addition, tRemibianmiddle class is verymsall, and there is
preference for eating out at restaurants rathertibgimg readymade meals.

From another angle, what the government sees as value addititthbe viewed asvalue destruction.
African fish cuisine is, in many countries, built arowndhole fish (whether frozen or dried). Processing
afish, includingcutting off the heaaill, in many such societies, destroyh e p rvaluk utdsthérafore
necessary to note that the drive for value addition may be opposed to the drive for increased local
consumption.This implies that there is no ois&efits-all solutionto thefisherysectodb s gr owt h an
diversification challengest is necessary to tailor the products in line vinttividual market requirements.
Thefisherysector also needs to develogw, innovativestrategies for foreign market entry, together with
product differentiation that emphasises the strengths of theitatustry, like sustainability initiatives and
environmentdy friendly production processés.g. ecdabelling and certificationFurthemore the sector

may need to work collaboratively to develop and establish Namidyeamd on the international nmket.

Fish firms need to invest in international market intelligence data gathering and asheasindividual
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companies may not have the resources and technical skditsgg and assistance froexport promoting
agencies may be necessafhis collaboration wouldallow the industry tobettertake advantage of

opportunities and overcome potential threats.
Skills shortage and problems with boatmends qual

The Namibian economyas abundant unskilled and seskilledlabor; however it faces a general shortage

of skilled labor. Fishing companiedtencomplain that they are not able to recruit enginesdectricians,

diesel mechani¢cand vessel skippers localindareinsteadorced to recruit from abroadhich raiseghe
challenge 6 rigid immigration controls Although NAMFI is tasked with theraining of seagoing
personnel, some firms complain about the qualityuch staffIn addition firms are miffed by the lack of
gualificationcomparability between locally trained persorarad requirements in South Africa and Angola.
Boat menb6s ogqualifications given by NAMFI are rejec
shipping meaningthat companies cannot use their boats to seek worleighboringSouth Africa and
Angola. I also meanthatboatmen trained in Namibia cannot secure employment in other couwhirieg

the Namibian ofiseasonBoth companies and workers are unhappy tithsituationandbelieve thathe
harmonizatiorof domesticqualifications with internatinal standards will be benefitito everyone in the

long run.

Anotherproblem acutely affecting the lower ranks of the workforce in the fishing sector is low \Dages.

to the combination of seasonal labor and low wagedking ends meetan bea very seious challenge for
fisheryworkers, many of whornannot afford to purchase the products that they prodwoerding to the
Namibia Labour Force Survey of 2014, the average wage for the majority of workers in the agriculture and
fishing sector is about $)0. Theselow wages are, in part, attributed to the low skill Ievelthe sector.

Apart from low remuneration, the fisheries sectahiaracterizethy limited career opportunitieés noted

by Patersoret al. (2013, low incomesand poor career prospects cause jolv satisfactionand high
turnover The sectod svorkforceis alsostratified alongrace and gender lingghibiting productivity
growthand potentiallynstigatingindustrial disharmonyFrom thefirms perspective, tire isabelief that

some provisions of the Labour Act are making operatioogostly (for example having to pay workers

during the offseasonhoweverthis provisiormaystillbet o t h e ¢ 0 mpaaihalmes duardnteese f i t ,
a full staff complemet when they restart operations

The dallenging businessnvironment

Fishing companies, like the rest of tiamibianeconomy, face a challenging operating environnigmgre
is concern that the shortage of electricity in the region will have negative impafishiog companies,
especially those investing in inland processing. The high cost of fuel (both diesel and electricity) adversely

affectsprofitability, and manymall companies struggle to remain viable. It is therefore not surprising that
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there has been consolidation in fighery sector andthatthe sector is characterized bslatively large

companies

The variability of Na mi bdxchange rate, especially eov t he past Ssi X year s,
investment capacity. Whilierms benefit, interms oflocal currency, from exchange rate depreciation, the
same depreciation increases the cost of imported capital. Firms also have to contend with numerous levies
and taxes. They argue that since they have to retrain employees with qualifications from local institutions
including NAMFI, there is no justification for them to continue being taxed to fund the latter. Both exchange
rate volatility and taxes may result delayed investment decisions. These challenges bring about new
business practices like equipment and cip&diring over own investment.

Changing mindsets ardkaling withwater scarcity

In the aquaculture stdector, the main challenges faced by opesasire water scarcity, the high level of
capital intensity, and competitidrom other farming activities. In the areas where fresh water fish has been
consumed for centurieghat fish hasalwaysbeen harvested from rivers.
towardgrowing fishand harvestinghemfrom ponds takes timeThis principlealso applies to developing

the expertise to conduatjuacultureThe government has developed regulations to govern the harvesting
of fish on rivers and lakes so as to preserveureseand prevent the introduction of invasive spedies

an interview with a tilapia farmer from the Erongo region, it emergedithpia isbeing imported from
Vietnam, andhatthere does not seem to be adequate control at Walvis Bay. As with tesging of
marinebased fish, the farmer complained thatal producersare being undercut on price by the
Vietnamese imports. It wadsoalleged that the production systems used in the exporting country do not

meet the strict standards set out by thenNs&angovernment.

Aquaculture has largely been a government initiatixith government research institutions and farms set
up to develop the sufector. However, there are a few private entities involved in aquaculture. Overall, all
fingerlings are produced and distributed by the government, including support for feedmn@oue
involvement in the sector is motivated by the need to guarantee food security, job cesatiorcome
generation. The government receives support from experts from countries like Vietnam tha have
significant presence in the aquaculture busindes/ever, here isaneed for more and better training and
funding in order to promote the uptakeamfuaculturdocally. Given the shortage of water in the country,
the promotion of aquaculture needs to be complimented by a national water policy tzattepsa
availability of and access to water by fish farmdfarthemore Namibiasuffers from frequent droughts
and flooding episodes. There miwyisbe aneed to offer assistance to farmessch as engaging withe

financial sector to prode relevaninsurance products.
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Competition for coastal land and industrial (mis)classification

The mariculture subsectorspecialize$n producing highvalue species like oysters, abalpaed mussels.
Interviews withtheseproducers revealed that they felisadwantaged bythe decision to classify their
activitiesas fishing rather than farming. The current classification impliesrihatculture producerbave
to comply with certain legal requirements specific to the fishing setiar-culture operators findhese
requirement®nerousgiven the vulnerability of thesubsectorNMA argued that the activities in the sub
sector are moreelated tofarming (fish) tharto fishing because they do not exploit an existing natural
resource, butathergrow and nurtue a resource that they will then harvest. Furtiteg the farmers face
problems with respect to accessing suitable,laochpetindor coastal land with housing projeetisWalvis
Bay and SwakopmundHowever, because housing projects have dbam and predictable largsash
flows, the authorities tend to favor housing over oyster farn@itg.Councils are more willing to sell land
to construction companies becatisesecompanies can affordigh land pricesandbecause the Councils
will benefit from a constant inflow of incomfieom housing Moreover banks are more willing to offer

credit to construction than to fish farming because they see the latter as riskier.

In addition, mariculture operatar face significant challenges accessing lucrative markets like the EU. The
latter has very high health and safety standardsNaatibianproducers cannot readily me&tamibian
producershave been exporting to Asia instead, but that market is increagpigiray the sameEU
standardsDeveloping the ability to achievbese standards will likely be difficult, and operators may need
government support through the introduction and implementation of graduated standarttisoagial
negotiations with the EU testablish grace periods

Access to data

The dfective management of tHissherysector requires evidentmsedolicies.One of the big challenges

facing policymakerss alack ofaccessibleata.In the process of conducting this reseavelencountered

many hurdles in accessimgxisting data because tife lack of a unified databasas well assometimes
cumbersomaccesprocedures. Sometimes published datéhensector arencomplete (e.g. employment

and production figures in aguadtureand mariculture) or danot exist (e.g. allocation of fishing quotas by

ethnicity and gender)Given that research on tisherys ect or can contri bute posi
development, failure to access existing data stifles research and henceebased policy discussion

and formulation. It is important that the responsildi@istries puts in place mechanisms to collect and

update statistical data, especially disaggregated data.
6. Conclusion

This studyhasexamined the structure, performanardchallengeof thefishery sector in NamibiaWe

highlighted that the sectds classified as a star secttiatcould contribute tat h e ¢ oempldymentd s
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and economic growth, in line with the natiowiglvelopmenprogramsWe have als@xamined the leda
and institutional framework governing tlishery secto and the evolution of stockand haveraised

concerns abouhe growth of TACsandthe pressure that this will have on stocks.

The studyhas highlightedhe need forconsistent policies thdtalancevalue addition and effective stock
managemenin order to maintain the sector sustainalityhasalso highlighted the reasons behind the
government s drive for value addition, as well as
diffi cult. Thereis aneed for seriousxaminatiorof theg o v e r nvaleeaddifios policy because value
additionmay instigate problems for thHishery sectorin the long runTherecannot be a onsizefits-all
solutionfor all types of fish andish markes; it has been observed that what may be regarded as value
additionfor one fish typdn one market may actually be valdestruction in another. Theretisereforea

need fordetailed analysis girice and incomelasticities of thelifferent fish and fie products in order to
determine the implications eflue additionIn addition,if local firms do not have full control over their
marketing and distribution in foreign markets, timesry end up losing market share in thoegionsif they
decide on further value addition. Value additmruld push firms into more competitive graentsof the
marketthat requirghe introduction ointernationabjuality standardsMeeting such standardsll be costly

butnecessary if firms want to ninueaccessing the lucrative EU and US markets.

The problems and challenges facing fishery operamotade a lack of access to financa,shortage of
skilled labor,a lack of locally ownedvessels, the impacts of seismic activitiexl undersea phospbha
mining on fish stocksandtheseemingly lack of policy coordination and consistency betwedMitiistries
of Fisheries antMarineResources, MineandEnergy,Industrialisation Trade and SME Developmeantgl
Environmentand TourismThe lack of coordaation and agreement betweenstigovernment ministries

may result in fishing companies facing serious operational challenges both at home and abroad.

We usedthe decision support model to identify realistic export opportunifitess model provides
important information that can lead to further research necessary for the diversification of ndadgitsy
from our model, thenainchallenge to th&lamibian fisherysector is nohecessarilyalack of amarket for

its productsputrather aneed for market diversification to avoid the risks of market concentréiticaue
addition were pursuedas an idelogy, firms would need talevelop and nurturaew Namibian brands,
explorenew productmarkets, and perhaps develogw supply sourcesMeeting thesechallengess not
necessarily insurmountableut it will require dialogue and a coordinated approach by all stakeholders.
Lastly, this studyalls onthe Namibiangovernment tanaintainup-to-date and comprehensive datafish
and fish products and to allow researchers access to such data for analysis. The need for data collection and
updating ismostacute in the aquaculture sabctor Data accesand informatiossharingwill improve
transparency and oversiglandwill ensure that future policy formulation and implementation is evidence

based.
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Appendix Al: TACs and Landings ofQuota Secies (tons), 1992013

Species 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Landings 27685 | 68562 | 44653 | 29702 | 10763 | 4160 22255 | 28605 | 25128 | 2314 | 23522 | 18755 | 20137 | 23424 | 31774 | 26260
Pilchards TAC 25000 | 65000 | 45000 | 25000 | 10000 n/a 20000 | 25000 | 25000 | 25000 | 15000 | 15000 | 17000 | 25000 | 25000 | 25000 | 25000
Variance
((-)ve if 2685 3562 -347 4702 763 n/a 2255 3605 128 -22686 | 8522 3755 3137 -1576 6774 1260
undercatch)
Landings | 117583 | 150695| 164250 | 191556 | 173277 | 154588 | 189588 | 189305 | 158060 | 135771 | 125534 | 117286 | 137312| 146353 | 149816 | 145930
Hake TAC 120000 | 165000 | 275000 | 194000| 200000 | 195000| 180000 | 195000 | 180000 | 130000 | 130000| 130000 | 149000| 140000 | 180000| 170000 | 170000
Variance _
((-)ve if -2417 | -14305 110750 -2444 | -26723 | -40412 | 9588 -5695 | -21940 | 5771 -4466 | -12714 | -11688 | 6353 | -30184 | -24070
undercatch)
Landings | 301847 | 312422 | 320394 | 350819 | 315245| 359183 | 360447 | 310405 | 327700| 309980 | 201660 | 186996 | 215051 | 217094 | 210160 | 286930
Horse TAC 350000 | 375000 | 375000| 410000 | 410000| 350000 | 350000| 350000 | 350000| 360000 | 360000 | 230000 | 230000 | 247000 | 310000 | 350000| 350000
Mackerel
crer Variance )
(()ve if -48153 | -62578 | -54606 | -59181 | -94755 | 9183 10447 | -39595 | -22300 | -50020 158340 -43004 | -14949 | -29906 | -99840 | -63070
undercatch)
Landings 10259 | 16420 | 14802 | 14812 | 12390 | 15174 | 13135 | 8961 10466 | 9816 8932 7270 6922 9028 7243 10760
Monk TAC n/a n/a n/a n/a 13000 | 12000 | 12500 | 12000 | 11500 | 9500 9500 9500 8500 9000 13000 | 14000 | 14000
Variance
((-)ve if - - - - -610 3174 635 -3039 | -1034 316 -568 -2230 | -1578 28 -5757 | -3240
undercatch)
Landings 0 0 0 0 2343 2471 2092 2400 2408 2228 3245 2100 1577 1871 2285 2800
Crab TAC 2000 2000 2000 2000 2100 2200 2000 2200 2300 2400 2500 2500 2700 2700 2850 3100 3150
Variance
(()ve if - - - - 243 271 92 200 108 -172 745 -400 -1123 -829 -565 -300
undercatch)
Landings 199 350 304 365 365 361 269 214 248 285 153 195 43 78 166 118
Rock
Lobster TAC 260 300 350 350 400 400 400 420 420 420 350 350 350 350 350 350 350
Variance
(()ve if -61 50 -46 15 -35 -39 -131 -206 -172 -135 -197 -155 -307 -272 -184 -232
undercatch)
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