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PhD project: “International seafood trade liberalisation”

Traditiondly, liberdisation of international seefood trade is anadysed on the bass of the Neo-
classicd theoreticd tradition agpplied to internationa economics. Within this tradition, seefood is
regarded as a norma good and the presence of internaiond trade is explained by differences in
factor endowment and by comparative advantages. The consequence is that a socid optimum can
only be reached in the case of freetrade, thet is, on atotdly liberdised international market.

However, in environmenta and resource economics, fish stocks are not regarded as a normal good,
but as a limited renewable resource with externdities in the production process. This implies that
the fishery of the sngle fisherman affects the catch potentid of the other fishermen and, therefore,
the consequence of an openraccess fishery is overfishing. As a consequence, the assumption for a
socid optima Stuation is the presence of fisheries management. Therefore, an international socid
optima dtuation can be obtaned by international sesfood trade liberdisation, by assuming the
presence of fisheries management.

Recent research links international economics and environmental and resource economics by
andysng internationd trade with a limited renewable resource tha is not managed optimaly.
Brander and Taylor (1997ab and 98) show that advantages with free trade with limited renewable
resources, that are not managed optimdly, exis only in some cases and for certain types of
countries. Therefore, liberalisation of trade in limited renewable resources, that are not managed
optimaly, can result in welfare losses.

Within fisheries, Hannesson (1999) shows that in a seafood exporting country where fish stocks are
over-fished, liberdisation of internationd seefood trade can imply a wefae loss to the country,
given that the fishery is not managed optimaly. The reason is that the liberdisation can increase
demand and prices, and subsequently imply further overfishing. Emami and Johnston (2000)
andysethisissue in a Generd Equilibrium Modd.

The theory that this research fidd is based upon can be compared with a smilar issue within
environmenta economics, where freer trade in generd implies internationd Specidisation and
increased trangport, which again will cause pressure on the environment.



The purpose of this Ph.D. is to analyse the effects of international seafood trade liberalisation
from a wedfare economic perspective, in the short and long runs, on different aggregation leves,
and for producer and consumer countries. Moreover, the pupose is to andyse the effects of
dternative supranational regulations of seafood markets and to develop models to be used for
consequence assessments on international seafood markets in the short and long runs.

Liberdisation of internationd seefood trade condsts of the tariff reductions and the contrary
increese  in nontariff barriers (sandards and eco-labdling in rddion to qudity, Safety,
environmenta concerns and sudtainability). Aggregaion leves ae globd, the EU as a ne-
consuming area and Denmark as a net-producing country.

The Ph.D. consds of a theoretical part, an supranationa trade regulatory part, a mode developing
part and a model application part.

Theory

The purpose is to make theoreticd consequence assessments of liberdisation of internationd
seefood trade, given optimal and non-optimal fisheries management. Based on these assessments,
the digtribution of welfare benefits/losses between countries are anadysed, dependent on whether the
countries are seafood net-consumers or net-producers of seafood as well as dependent of the size of
the internationd markets. The consequences of international seafood trade liberdisation are
andysed on three aggregation levels.

1. Globdly, covering both net-consumer and net-producer countries/aress.
2. Thewhole EU as a net-consumer country.
3. Denmark as a net-producer country.

Supranational trade regulation

The purpose is to identify in the Stuations the socid optimum are reached by internationd seafood
trade liberdisation and in which Stuations supranationd regulations, for example in the form of
binding internationa agreements, are necessary to obtain the socia optimal Stuation.

The idea is that countriesareas, which are not using fisheries resources in a socid optima sense,
can be stimulated or sanctioned to do so by supranationa seafood trade regulations. For example, a
tariff or a ban on import from countries that do not use their fish resources in a sustainable way can
be introduced. The idea follows the “polluter pays principle’ from the environmenta policy and in
fisheriesit means that countries that are overfishing have to pay “the price” of this overfishing.

Alternative supra nationa regulatory tools, which for example could be managed by the WTO, are
discussed where their presence are assessed to be necessary in order to obtain the socia optimal
Stuation. The consequences of the dternaive regulatory tools are andysed on the three aggregation
levels.

Model development

The purpose is to modd dternative internationd sesfood trade policies, given optima and nont
optima fisheries management. Models are developed for the three aggregeation levels.

The darting point is traditiond consumer theory applied on fisheries, as summarised in Nigdsen
(1999 and 2000). Ordinary demand models, built on a causdity where an exogenoudy given price
determines quantities, and inverse demand models, where an  exogenoudy given quantity
determines prices, are gpplied on seafood markets in the literature. Inverse demand modes will be
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developed further, as these are presumed to be more redigtic than ordinary demand models, since
the landed quantities are presumed to be determined by bio-economic conditions, wesether, fisheries
management etc. and only to a limited extent by the prices. Microeconometric modes will be
developed for short run assessments based on these modds, and in this context the issue regarding
product aggregation on international and intergpecies integrated seafood markets will be explicitly
addressed in relation to the three aggregation levels.

Moreover, market sructure and integration will be defined in the modes usng market ddinestion
sudies (co-integration analyss of price series by testing “the Law of One Price”) with the purpose
to create the strongest possible microeconomic basis for the aggregated models.

Inverse demand modds and knowledge of market integration will in combination with knowledge
of consumer behaviour and preferences, from the traditiona economic literature and from the
marketing literature, form the bass for the condruction of partid and generd equilibrium models,
which can be used for consequence assessments in the long run.

Modd application

The purpose is to use the developed models for case studies of consequences and for welfare
andydgs of international seefood trade liberdisation, given optima and nonroptima fisheries
management aternatives on the three aggregation levels.

M ethods

The theoretica part of the Ph.D. is built on Neoclassca economic theory applied on internationd
economics and combined with recent developments in environmenta and resource economics.
Traditional microeconomic tools are used for the andysis.

The empirical part includes time series econometricaly used for esimation of demand modds with
the purpose to build forecast modds in the short run. Moreover, the empirica part includes the
devdopment of patid and generd equilibium modds Market integration techniques (co-
integration of price time series) are used to define integration on internationa and interpecies
seafood markets and industria economic indices are used to define the nature of foreign trade.

Provisional essay titles

“EU codfish markets. Market Integration, Product Aggregation and Demand.”
“Liberalisng seefood trade in OECD countries: Implications for the product composition”
“Seafood trade and fisheries management: implications of liberdising trade with a transboundary

Planned activities

For the period September 2001 to March 2002, Max will be on placement at the Food, Agriculture
and Fisheries Department in the Organisation for Economic Co-operation and Development, Paris,
participating in the Fisheries Market Liberdisation project.



