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BACKGROUND

1. The Cabinet on 5 February (CC(81)5th Con
agreed that it was necessary to give some immedi
of the Government's concern over the plight

industry. The Prime Minister said that she wo
opportunity of indicating that the Governme
review the amount and duration of aid to :
we were invited to review its financial state
proposals. s
2. The analysis annexed to this paper, ﬁhiéﬁ)
by officials in our departments and agreed wi
brings out clearly the financial pressures

industry. ;

3. Arriving st firm figures for am i
small units is very difficult but the
industry suggests that in 1980 it suffe:
before subsidy, which may have been

Up of operating losses of £7 mi. on

Uillion end capital payments o
of about £13 million
over £30 million.



CONFIDENTIAL

gbout how the 1ndps§z‘y wl}l fare
i ndustry's

ing 1981. However, the evidence onf@hieégg;sgogd o
e s st the end of 1980 is sufficlent fEgeed
}ndqbtednggst it will need to be able to mee %h Isk
it fa ome £9 million and capital paymenlz 90 (,UOTZ}])QI-
S O o\sl;er the first half of this year. It is equally
= mlutio? the trends in costs and quayside prlcef gfdn that
clear g :t 's operating losses are likely to be su .ai_iantlally
tt'lehm in the first half of £his year than they were in the
hig eé‘; 1f of 1980. The British Fishing Federation, whose
se;g:rs :ccount for only 20% of the United Kingdom catch, have
Il"lzrecas‘c an opersting loss of £5.5 million for this period.

4. We ceannot be precise

We estimate from the informetion supplied by industry oTgani satig,

. t all sectors of the United K:Lngdoql 1nshor<? fleet
gﬁ:ihtﬁgng:igtizg losses in the inshore fleet will be about
£5 million for this period. This indlcate§ a gross cash
outflow for the whole industry of £28-29 million betf_wezzn
Januery and June, which will be offset only by the ;2.,. f
nillion of the subsidies granted last year which was paid this
spring, a deficit of some £26 million.

5. This picutre of the industry's economic prospects, taken
with the continuing uncertainties over the outcome of the
Common Fisheries Policy negotiations, makes it clear why the
industry is in the state of anxiety and restlessness which
led to the recent fishermen's strike. We must expect further

unrest if no action is taken to ameliorate the industry's
position.

6.  Fishermen perceive the main problem to 1
low prices, which are much influenced by impo
fact that their fuel costs -
of total operating costs - ap
competitors.

ie with unduly
L rts, and the
which can represent up to 30%
e higher than those of their

7. There is no scope fo ignifi
: significantl
gi;f;ct prices. It_wguld, however, be possible tcg> act on b
ang costs by Providing fuel subsidies as the French do
» 88 we understand, the Belgians are planning to do.
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ore generally it is evident that unless new aids
8. ‘:‘Ae industry we risk not
rovides i

notal 5 of our fleet but also losin
7 ] support of the industry

the ] [
he ek to complete the negotiations

fir
the ©

tions to the industry w

We therefore propose
ceds between April ang September.

10. We recommend that, of this sum,

E“{‘S;ii:;‘Vessel Support Scheme on the
laot August, which we would aim to introduce and pay a
possible. The balance of £5 mlllg.Oh we would propose
to & fuel subsidy at & rate of 10% of cost.
to be able, for administrative reazsons, to implement 2
before July it would be appropriate to provide for it
larch 1982.

11. The necessary provision amounting to 425 million
(19.4 million at 1980 survey prices) could not be met
offsetting savings and could therefore only be met if
accepted as & claim on the Contingency Reserve. Once
on a Common Fisheries Policy has been reached it will
to provide finence for an agreed Community restructuri
and such assistance, already agreed in principle, woul
to be found from the Contingency Reserve.
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Mnistry of Agriculture, Fisheries and Food
23 March
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are

only wezkening even further
sing, irretrievebly,

whlch we must

on the Common Fisheri

have

/ € must provide zig
sle of its problems” and in & menner most

be me availeble for ney support for the industry
£20 million should be made

vance from the Contingency Fund to finance a
lines of that introduced

S soon as
to allocate

Since we zre unlikely

scheme
to run until

in cash
from

it were

an agreement
be necessary

ng programme,

d now have

es
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TS FINANCTAL POSITION OF TH. FISHING THLUS iy

BACKGROUND
mceivcd and assessed informalion concerning the
jndustry's financial difficulties from each of the maln fx.shemen s
orsanisations in the UK. The British Exsh:.nq Federat;,;m GBF.P. ),
which represents the major vessel-ownin, ; compam.es who takg about
20% of the U.K. caich by volume, presented lnfomatmn :m- ‘actual
performance during the second half of 1980 and foreca
for the first half of 1981, based on a 90% sample of {;
membership. The other organisations which prov1d.ed f:,éu:és were
not able to provide such comprehensive info
the fact that they represent large numbers
and individuals. Nevertheless, their infor
with information available to departmg

THE POSITION IN 1980 ]
The B.F.¥. figures show a negative'ca
to December 1980 of &£7.1 million of w
represented bJ o')eratinb losses, S‘ﬂ

mentioned above sugges., that the
Federation was of the order of &
1980, before account is tak"”
Pishing Vessel Support Sl:l'xEm~

i

The g Scottish Figures der

of 89 boats submitted by
Which

» Supplemented by other
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: i Scotls
culture and Fisheries for Scotland,

AgTi Sugge
5 ri st
Department of Ag which takes about half the Uni teq

§ Y ;
\at the Scottish fleet, i i :
tha 4 o achieved a small operating surplus of ’”)Ouc o
i o i ‘ ! et ) i rea
Kli) n in q;);;,o This was more than offset by interest Chﬁr‘.;(m
millio s
1 ts which are b

and capital repaymen b : i ]

der of £12 million and £11 million respectively. Takep oqul
order I 3 e :
these figures indicate a negative cash flow for this part gp

8

.

|
|

estimated to have been of

the industry in the region of 220 :uillic?n before account e tanel
of subsidy. These figures rely on the 1ndust%-‘y'5; expereinge i
capital payments are made over seven years; since this jg not
10;1g in comparison with the expected life of a vessel, it is
possible that banks will show flexibility in extending the
repayment periods.

The Scottish figures show the position in respect of about five
eighths of the catch of the United Kingdom inshore fleet., Figund
relating to the balance of this sector of the fleet have to take
account of information provided by the National Federation of
Fishermens Organisations (N.F.F.0) who gave us a localized
sample of 91 vessels which, together,recorded an operating loss
of £313,000 and interest payments of £375,000 during 1980. Gros
up these would indicate an operating loss of £3.6 million and
interest payments of £4.2 million for this part of the fleet. B
NEFO gave no information on capital payments, but payments of
the order of £4 million would be consistent with the interest
payments quoted. Together these figures imply a total net cash
outflow of about £12 million before subsidy.

Information aboub
trends in Northern Ireland is consiste

nt with this conclusion.

Taken together the figures set out above indicate a total cash
outflow, before subsidy, for the fishing industry as a whole
of some §44 million in 1950, The small size of the SFF and NFR0
s:mples mean that the calculations ape subject to a wide margi?
;itzt::r:o:::ev?r, iS4 & 0ns for o o0y overstatement, the
sur Blve a total cash outflow o¢ some £35 million.
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range of gross cash outflow isg taken to lie in

°nt assistance paid

If the

the range
lion, Governm K.
26 44 million, G

£35-4

to vessel owners
Fishing Vessel Temporary Support

through Scheme (L’”.Sm in 1980)
and the Fish Producers' Organisations Subsidy Scheme (£1.2 p paid
directly) would have reduced the net cash outflow to a figure in
the range £22-371 million.

These figures are confirmed as being of the right order of
nagnitude by returns provided by the Bank of England and other
supporting information provided by the industry. The Bank figures
sh;)w that the U.K. fishing indust;ry's bank indebtedness rose by
November 1980. Additionally officials
after discussion with the accountants who prepared the
that B.F.F. members used some £A4 million from
company borrowings

£21 million in the year to

estimat

figures,

and sales of assets, including vessels,
sative cash flow. Equally the other
sectors of the industry will have been able to utilise resources

to fund part of their n

such as non-bank borrowings (for example the SFF have indicated
that the indebtedness of fish salesmen who are part owners of
vessels but who are excluded from the Bank of England's definition
of the fishing industry, is estimated to have risen by perhaps

£2 million) and income tax refunds. The industry therefore entered
1981 in a seriously weakened state.

THE POSITION IN THE FIRST SIX MONTHS OF 1981
There are obvious difficulties about forecastiggnthe industry's
cash flow position over the coming months. Data/available showing

the indebtedness of all sectors of the industry at 31 December
1980.

After taking account of the recent reduction in MLR the
c@pital repayment and interest charges for the first six months

°f 1981 are each likely to be of the onderiSiii i M totalling
£18 nillion_
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Officials have been unable to agree a f‘rif‘;m‘(‘ for oPerat;n, Ly
over this period. However, data supplied b.‘/’/“-’i" B S“Gftest:t
that their members, who account for ahouif ;O'/o.o!‘ the tota) Uk
catch, face an operating loss of about £5.5 million ovep thig
period. The difficulties facing the industry have singe beey
confirned by evidence available from price and volume of catgy
figures for the major species (cod, haddock and plaice) at th
main English ports showing that total.gross returns thig Tal

were 29% below, and those in February were 32% below, the Prey
year's level, although it must be noted that the Eebruax'y fim
were to some extend distorted by the "fishermen's strike", Ty
leads to the conclusion that, while it is not possible to make
a reliable quantitative forecast for the industry as a whole,

there is every reason to believe that the industry will suffep

a further deterioration in its overall position,

possibly a ver
substantial one, compared with the last six months of 1980,

23 March 198)
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