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Chapter 1.
Value-chains and market integration
in a European fishing industry’

Knut Bjorn Lindkvist

University of Bergen & Finnmark University College

Abstract: This paper examines the modern Norwegian-Spanish salted fish trade. Using a
conceptual approach, we adopt a socio-economic interpretation of international seafood trade that
emphasizes the themes of value chains, food conventions, and governance institutions. The
discussion concerns the implications of governance structures for the adaptation of conventions
across units of the value chain. The formal conventions of the Norwegian component of the value
chain, combined with its fragmented structure, prevent adaptive development by local Norwegian
producers for the contemporary Spanish salted fish product market. Instead, Norwegian
producers retain their place with traditional products in established but less influential value
chains.

Key words: Value chain; markets and institutions; convention theory; seafood trade;

Spanish markets

I . Introduction and scope of the article

Norwegian producers have experienced a substantial reduction in their share of the
Spanish salted fish market, falling from nearly 40 percent to approximately 10 percent during
the 1990s. One would expect the Norwegian industry to have recaptured its lost market share,
but it has not.

One possible reason is that the demands and product structure of Spanish fish markets
have changed over recent decades (Lindkvist, Gallart-Jornet & Stabell, 2008). The Spanish
markets that have emerged since the 1990s now demand white, thick, juicy fish that the
Norwegian salted fish industry has been unable to deliver. Normally, one of two methods
would have allowed producers such as those in Norway to meet new product demand. First, a

careful production process, following all the rules (or conventions) of production to the

@ Research Council of Norway, project number 185126/110
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letter, could have enabled producers to achieve good-quality results and avoid the potential
traps associated with the traditional processing of fish resources. Second, producers could
have chosen an even more efficient solution and injected phosphates into the brine used to salt
the fish. Overall, phosphates give the fish a whiter colour because the fish fat is not oxidized,
and as they bind water to the fish meat molecules, they help retain its juiciness.

A possible hypothesis that may explain the Norwegian lack of success in Spain is that
Norwegian production and governance structures and institutions, especially the relevant
Norwegian market and production conventions, are designed for markets other than the
Spanish consumer market.

Why then were the Norwegians hesitant or reluctant to make the necessary changes to
adapt to product and production conventions initiated in Spain? In this paper, we explore two
closely related expectations. First, the existence of traditional markets, both in Spain and
elsewhere, encourages the maintenance of existing practices. Second, cultural institutions and
the rules that dominate the Norwegian production environment are either antagonistic towards
change or unable to change.

The reason for this observed path dependence is tardiness in establishing new institutions
corresponding to the development of new production chains. In turn, this at least partly
results from a lack of contact with actors in value chains and their direct integration into
market units. Thus, if a producer does not want or is simply unable to comply with the new
conventions and installations of value chains, it might instead choose to participate in a well-
known chain that remains in the original market and to support conventional production and
product conventions. The implications for Norwegian producers would still then be acceptable
with reference to their total production and local resource acquisition.

The analytical concepts used in this analysis of the developments in Norwegian-Spanish
relations in the salted fish trade are first from the value chain model, and second from the
ongoing discourse about conventions in the food industry. The contribution of our work to the
debate on conventions linked to the value chain is to show the importance of spatial and
functional localization for participants in their understanding of conventions and product
adaptation throughout the value chain,

The remainder of the paper is organized as follows. The first section that follows
discusses the roles that value chain organization and governance play for Norwegian producers
and their production strategies in general. The second section examines in detail the model of
value chain and its links to various food conventions and the way in which the spatial factor
influences value chain operation and the conventions concerned. The third section is on
methodology; the fourth section is a discussion of the Norwegian-Spanish value chain in salted
fish. The fifth section examines the exchange processes at play in this market, whilst the
sixthsection introduces the producers’ perceptions of the conventions and strategies employed.
The seventh section examines some of the obstacles to these developments in consumer

markets, and concluding remarks are presented in the final section.
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Il . Understanding the value chain

The analytical tool for our analysis of the lack of market adaptation by the Norwegian
salted fish industry depends upon the concept of the value chain and conventions linked to food
trade.

The traditional definition of a value chain (Dicken, 1998; Edgington & Hayter, 1997)
focuses on a number of linked transactions, whereby the production process in each
subsequent link or production station of the chain increases the value of the goods and
services, and where the buyer pays for the value added in the opposite direction to the flow of
goods. According to Dicken (1998 6), these transactions and processes unfold in a context of
technology and R&D as well as processes of communication and those governing the
transportation of materials, goods, and people. The production processes involved also
require recognition in an even wider context where in the frameworks comprise the financial
system and regulatory regime.

A further social extension of this observation is that the behaviour of actors in the value
chain draws on the business experiences of the participants in the production systems that
dominate each station in the chain. These experiences accrue when actors conduct business,
using their investment in machinery and human resources to manage transactions using various
resources to link production and markets.

When Ponte (2009: 236) used the value chain model in his analysis of the South African
wine trade with Great Britain, he stated that the “input supply, production, trade and
consumption or disposal are explicitly and (at least to some extent) coherently linked” in the
value chain. In a similar manner, these references to production and trade are also useful for
production and trade in fisheries, and they may refer to the actors and processes that link the
processing, distribution, and consumption of seafood.

However, in the Spanish-Norwegian value chain for salted fish production and trade,
operators performing a variety of functions operate each production station. Most of these
functions are complementary, regardless of whether the actors collaborate. The rules and
social practices (conventions) that apply to interactions and economic transactions in each
localized production community thus govern their actions and transactions. The objective of
either reducing transaction costs or increasing the efficiency of their interactions, or both,
then determines the alternatives for the actions of each player in this production system. As a
result, what players are able to do depends on their assessments of the transaction and on
their options, their strengths, and competitive pressure. In fishing industries, resource
dependence is an uncertain factor, leading to risks of miscalculation and possible threats to
investments (cf. Porter, 1990; Reiffenstein, Hayter, & Edgington, 2002; Trondsen, 2011;
Williamson, 1981).

One way of controlling for insecurity is to establish institutions that work to secure the
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interests of firms under volatile competitive conditions (Cornish, 1997). Such strategic
adaptation can range from direct establishments, which are as close as possible to the end
market, to the internalization of sales functions within a company, whereby some employees
work with sales contracts and market intelligence. However, because most Norwegian fish
producers are part of international value chains, firms without specific sales and intelligence

functions also depend on their relations with exporters.

[ll. The Norwegian salted fish industry in global value chains

The composition of the value chain may influence its governance. Norwegians produce
salted fish, which is a seafood product for which at least the first stages of production are
standardized and generic in character (Lindkvist et al. , 2008). The generic aspect of this
product is characterized by the common values and ease of recognition in the market.
Standardization occurs when production has taken place with a well-known and widely used
production technology and where the quality of the product is relatively easy to maintain.
Competition between manufacturers therefore must occur through the price mechanism
(Storper, 1997. 109).

The Norwegian-Spanish chain of salted fish and seafood has previously been characterized
as fragmented (Lindkvist & Sanchez, 2008; Lindkvist, 2010). Resource acquisition in this
industry rests with the fishers who own the right to the fish resources. In 2009, processing
salted fish was undertaken by 130 fish producers in Norway. These producers included many
small individual and independent actors as well as several major companies operating bases in
key fishing towns along the Norwegian coast. The fragmentation of the Norwegian part of the
value chain entails a lack of mutual control over other parties in the chain. Fish producers do
not control the fishers and vice versa. When products cross national borders, the value chain
is also characterized by a lack of Norwegian representatives abroad. Very few Norwegian
producers have established missions in the nearly 60 international salted fish markets.
Norwegian fish is promoted through Seafood Norway, the semi-governmental organization for
the export of fish products. Several independent mediators convey products from producers to
buyers, or pass buyers’ requirements back to manufacturers. Norwegian producers therefore
rely on the contacts that are possible to establish in a fragmented chain (this fragmentation
makes long-term contracts difficult). In this situation, which invites the Norwegian industry
to move towards market governance (Gereffi et al. , 2005), price signals from the market are
important factors in the markets served. When the market exercises control through
standardization and transparent price signals, the cost of changing market relations is small
(Gereffiet al. , 2005). Thus, deep market integration is not a prerequisite for producers. This
type of market governance seems to be preferred by Norwegians. It gives them the

opportunity to rely on their good resource situations and the freedom to switch between

markets that promise the best price.



