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Knut Bjgrn Lindkvist

Innovations and mar ket responsesin the Norwegian salted fish industry

Background

The project ‘The Spanish salt fish market and ghgootunities for the Norwegians’ examines
how cultural, technological and social factors citmite to the restructuring of the Spanish
salted fish market and the production systems tirthethe salted fish value chain. The
project especially focuses on the production chfaam the fish being caught in Norway until
the final products are consumed by the Spanish ehzaikd the opportunities that Norwegian
producers encounter in this process. Lindkvist.g2808) examined the restructuring of the
Spanish salted fish market, and discussed togeiitiet indkvist & Sanchez (2008) some of
the causes for these changes, relating them taaésdical and institutional restructuring of
the industry and to new preferences among consuniérs problems met by the Norwegians
seem to illustrate a classic case of lack of adiayptdetween the products offered by the
Norwegians and the products preferred by the corssiniThe objective of this project on the
Spanish salted fish market is therefore to studyctinditions for improvement of the
Norwegians’ export push. The starting point fostproject is the changes of consumer
preferences manifested by the product conventiodgmands of the consumers, followed by
the discussion of possible reasons for the Norwedeadlock, and possible strategies needed
to solve the market and production challenges. pafger presents some of the research
background of the project, followed by a brief gmetmtion of the activities included in the

research programme.

Theoretical background

Industrial innovation is considered necessaryrengithen the competitiveness of firms and to
contribute to regional development (Malecki 199 @uhert & Sekia 2003, Storper 2009).
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There seems to be agreement that increased comwgpetiessure among firms, increased
competition from developing countries and high Is\# costs and salaries in Europe, make
product differentiation necessary (Crevoisier 200kh)many peripheral regions much effort
is concentrated on food production from resouroeatked in the vicinity. In additior{t)he
local development of rural areas in peripheral regs .. (is) .. heavily influenced by the
behaviour of small and medium agro-food firr{i3& Noronha Vaz et al. 2006, 96). If local
businesses in such regions succeed in innovatiomew investments, and are successful in
increasing trade and participation in internatianarkets, such activities may also result in
prosperous development for the places and regionich the firms are located. Hopefully,
local and social sectors of the economy will flsarby strengthening the pool of human
capital, and may thus contribute to the establisttrakregional innovation systems. Then the
establishment of positive causal development pathisjectories may be achieved in the
spirit of Myrdal (1957), and in line with the thées of the economists Marshall (1920) and
Arrow (1962).

Such normative conditions may not be supporteddogciassical trade theory. Nevertheless,
the production in peripheral regions was originai§sed on comparative advantages provided
by their affluence of resources. Innovations cdimgjsof new products, improved production
processes or better institutional and organizatioomaditions for instance for food production
— processes taking place on a general basis nwdhd — have seemingly resulted in the
reduction of original favourable situations enjoymdthe peripheral firms, and thus
transferred the advantages to actors more centoalaged. The consequences have,
paradoxically, been a deepening of the periphé¢a#ls and an increase in scepticism towards
innovations and changes to those established ptiodwstructures that probably need
modernization most. However, with increased fregyen international trade relations,
following the intensification of globalization,ig reasonable to believe that such scepticism
on the periphery towards sharing of secrets, s @lesent, not only at a peripheral level but
also at national level if national actors are lesarthe trade competition with actors from
other countries. The result may produce a cultirational protection and scepticism

towards sharing of knowledge about markets, thellel,competitive prices and processes.

Norwegian producers of salted fish have actuallpoeaivred themselves into negative trade
relations with their Spanish colleagues which cadtually be predicted by the neoclassical
theory (Lindkvist 2004, Lindkvist et al. 2008, Likvst & Sanchez 2008). Norwegian



producers have been unable to restructure thedtygtmn in step with increased competition
and changes in demand. Thus, Norway and its produméonments have seen some of their
comparative advantages vanish (Lindkvist et al.820m the mid-1990s, Norwegian
producers of salted fish experienced a market shfarere than one-third of the Spanish
market. From 1998, Norwegian exports of salted distlined and by 2005 were less than 10
per cent. Norwegian producers have not been gitlinmeet the Spanish challenges through
increased collaboration on market intelligence aitd new products. On the contrary,
scepticism towards collaboration was widespreadsaibdtantiated by possible loss of

business secrets and competitive strength (LintlR@64).

This paves the way for an interesting research das®nstrating the consequences of such

negative attitudes to sharing of market secretscatidboration on competition located in the
Norwegian salted fish industry. The result mightioe this industry loses markets, and most
probably will experience reduced total income. @Gupuently, the regions most dependent on
this production will also lose income and expereeaaveakening in their regional

development.

By combining standard trade theory and the focusamitions for competition with
evolutionary growth theory, the economic geograpfiehael Storper (2009, 4) discusses the
contribution of innovations to economic growth &dhers as well as the innovators.
Originally, innovations established comparativeatages and monopoly rents for those
firms that initiated the new development. Howeweithe longer run, the returns for the
whole economy will increase and the monopoly reilitdiminish for the initiators. Even if

the returns of the original innovation drop throulglk diffusion of innovations and knowledge
for the first actors, the distribution and sharagigechnology will increase knowledge and
learning, lead to re-combinations and reuse, wimchrn, will increase the returns more, and

thereafter establish persistent growth throughowider territory than originally was the case.

Storper (2009) assumes that the conditions of tbetty theory with regard to recapturing
initiatives, reuse and increased returns rest eratility to make use of contextual
advantages. Such advantages are located in tieldaetlveen resources from networks
between the actors and the ability to follow thewentions throughout the whole production
chain. If such advantages are absent, or the conéexset up institutional barriers, the

context will be unable to contribute to the diffusiof impulses already present in the external



economy. On the contrary, any effort which mighdiregpe the conditions of competition to the

benefit of some and not all, might probably be paagpand counteracted.

The concept ofonventiongmployed in this paper will be used to analysetiaia between
the producer, the environment of the processingities and the consumers. The
conventions concept was originally suggested byrtieach sociologists Boltanski and
Thevenot in 1991, and refers to ‘practices, routines, agreements, and their assediat
informal and institutional forms which bind actg&iher through mutual expectations
(Salais and Storper 1992, 174). The routines anekagents on performance of relations
decide how knowledge, interactive learning and yations in the production systems must
be handled (Storper 1997, Hayter 2004, Bosch@@,2005).

For our part the division between formal versusiinfal conventions is important. Normally,
trade and production activities focus on formaésylbut also on the organizational and
institutional frameworks of the rules. Togethentligrm the core of governance systems and
the regulation regimes of the fishing industried #orbid or accept actions and activities.
Fundamental governance systems of the saltednsisiries are linked to the laws on food
production and food safety, and to the structuahthe production chain of the fishing
industries. According to Gertler (1997, 52) suatutation regimes are also central when
focus is on the understanding of cultural diffeand the ability of the different contexts to

participate in networks and regional innovationteyss.

In all analyses of food production based on corieest six convention categories are central
when demands and rules are focused on productmpracessing. Three of them are directly
linked to the activities in different parts of theduction chain. The market conventions
belong to that part of the chain which incorporatessumers. These conventions emphasize
the product qualities wanted by consumers. Theuwuoess intend to realize their own
consumption projects through the resources at thgposal. The specific quality wanted from
the product, may together with time, own skills gowdd service from the suppliers help them
to bring about values (good health) or recreat@hdégmily gatherings (Andersson 2007,
@stli & Pleym 2009).

In all units of the production chain production gentions exist which are related to the
production systems where the specific productidakeg place. In several countries

producing fish, the production facilities are lahin a scattered manner. Over the



generations, local industries and their owner filrage developed routines and traditions
expressed via rules as to how fish production shbalperformed. Such local priorities are
emphasized bthe domestic production conventioii$iey point to a consensus among
producers and other parts of the environment a$ sftwuld be considered quality products of
a standard they can accept. Such conventions maether words, a geographical and
cultural basis.

However, regardless of where the production istextar which demands are directed
towards the products by the customers or the gavemsystem, the production must
contribute to the settlement of production costesMmportant therefore are the demands for
an efficient and cost-saving production, expres¢sethe so-calledthdustrial conventions
Producers obtaining industrial quality of their guation means that they are able to

standardize and make technology work efficiently.

The other main type of conventions is linked toftaeneworks of the production chain. They
function as tools of coordination and control tk&oes located in the environment outside the
production chain. Irrespective of which type ofdqgaroduct is the focus, or where the product
originates, produced food must contribute to heatith security, and in most cases also to
social justice. These are rights that all inhalgar a country enjoy. The conventions that
defend such rights atke civic conventionsvhich, in other words, defend the interests ef th
citizens and also means that civic standards naushplemented in production. All products
should, in addition, be able to be defended frone@iogical point of view and as an organic
product.Ecological conventionmust, in other words, satisfy the so-called eccklg

qualities, which means that no products should bketed if they are not organically
produced or produced from a sustainable resouro@eMer, regardless of the background of
the product there exist some product propertieadive to customers. If the brand is
recognizable and has a good reputation, it is ptestd say that the product reflects the so-
called general and public qualities, and in thiy watisfies the demands tbie public
conventionsGoods from a specific country may also be assediaith qualities responding

to product properties wanted by customers.

Successful production is, in other words, a conapéid process with many demands on
quality and production. The producer must follow thcipe and production rules to satisfy
quality requirements demanded by consumers in @r&ety or requirements for ecological

considerations. Demands will also come from doroestnas dominated by local tradition



about what constitutes good products. Finally,dbeands made on efficient and profitable
operations have to be taken very seriously. A ntalite and successful product involves all
such elements. To meet all demands are challenigies all actors in the production chain

have to solve in a satisfactory way (Lindkvist &8hez 2008).

These conventions are monitored and attended &xtoys and institutions in all the chain
units. These participants form, together with ridad practices, in other words the
conventions, what we callgovernance systefor the value added processes in the whole
production chain from producers of raw producttheconsumers. Although admission to the
production chain is open to all producers abidinitpwhe conventions, participation still has
to be monitored and regulated. Participants irctie@n units have to follow practices
regulated by customs or formal or informal lawhe tvay that relevant institutions and the
actors themselves demand. However, final judgemest the right of the producers to
participate in the production chain are made byctiresumers, who evaluate the production

efforts by their buying or rejecting the productteced.

Who arethe actors and where isthe origin of the conventionsto be placed?

Modern evolutionary economic theory has focusethonovation andechnologyas the basis
for growth in regions as well as in firms. Techrgtdere means production technology and
artefacts in the more traditional meaning, but &sowledge which is transferred from
person to person, or which is formalized in textsoand teaching. Through technology, new
machinery and production factors are combined ¢olgpce new products and develop new
methods. Innovation systems organize such processkierent spatial levels. The outcome
may, for instance, be the emergence of new knowl&dgch can be monopolized or
dispersed among production environments at regamainational levels.

If knowledge is monopolized the principal actorg¢ha production systems managing the
process often establish a leadership that candmkasan exclusion mechanism against
newcomers and intruders, and, for a period, deemtadmission to this innovation within
process and organization. The region, country oagof actors who lead this innovative
development then, for a period, obtain a monopokitpn which may enable them to collect
the extra profit already referred to.



The way the producers in all units of the produttibainorganizethemselves, and the
institutions used in the management of the prodagbrocess, reflect the technology at their
disposal. For this reason the community of prodaié@ming the local and regional
production systems will behave as defenders oatieal technology in use. At disposal for
their defence functions they utilize the set ofvamtions required in the concerned economic

activity and production chain.

All actors in the production chain are localizeglaces and regions'he dominance and
possible agglomeration of certain groups of adtospecific places mean that the
conventions and behavioural practice they folldve, technology and production competence
they possess characterize the place or the regimtechnology with the relevant knowledge
involved, specific institutions and organizatiopehctices will, in other words, attach to the
place or region. A joint cognitive platform is aeted from this platform of experiences. The
resulting competence enables them to develop témtpnas well as products and then secure
increased wealth and success in international ifates is focused upon their activities.

All relevant conventions directly linked to prodiact of salted fish have not only a functional
but also a spatial basis. The markets are usuatbtéd in specific territories, places and
regions. Although the Spanish salted fish market beaconsidered within a national context,
the different Spanish regions have their own faaditions concerning salted fish. They
establish Spain as a heterogeneous productionarsidimption market for salted fish
products (Gallart-Jornet et al. 2005, Lindkvisaket2008). The conventions for salted fish
production originated among the fishermen of cdastfions in northern Spain five to six
hundred years ago. Later on the fisheries andriheapy production were transferred
northwards to the coastal communities of the Nétthntic. In the places where work
practices are carried out, all activities are pented with a specific combination of
technology use and the organization of fishing prmaluction based on conventions and
values. Over the course of time such activitiesragellarly repeated in the production
environments, and also influence and characteneegmaining parts of society. They

become part of the cultural glue which binds intetis and economic actors together.

Geographers and economists such as Storper (1009) and Crevoisier (2004) have
underlined the interaction between technology, migdion and institutional practice and

territory. They claim that the interaction betweba three elements function as a ‘holy



triangle’, and is a central component of the evohary and institutional school of regional
economy.

A final concept clarification regards the produatichain concept which forms the backbone
of the theoretical model that functions as thdydital tool for the project ‘The Spanish salt
fish market and the opportunities for Norwegianghe processes already referred to as
technological, organizational or institutional aeditorial are working in the transformation
and value adding processes through all stagesdfdahsformation process, from the raw
products being gathered until the finished fooddpiad is consumed by the final market actor,
the consumer. This process is linked systematioaNyhat already is designated as the
production chain or the value chain (Porter 199@kén 1998).

A traditional definition (Dicken 1998) of a produart chain focuses on a number of functions
linked by transactions in a row where the produrcpoocess in every subsequent link or
production station of the chain increases the vafuilbe goods and services, and where the
buyer pays for the values added in the opposiextion of the flow of goods.

According to Dicken (1998, 6), this production ¢haontains transactions and processes, but
within a context of technology, research and dgualent, plus communication processes and
processes of transportation of materials, goodshaerl

Finally, the production process has to be recogihei¢hin an even wider context where the

frameworks consist of the financial systems and-¢gelation regimes.

The comminution of the food production chains résv@acomplex composition of actors all
the way from the producer or harvester of natwaburces in the primary industries, via the
processors in the secondary industries (whethsoimvay or in Spain) to the conveyors, the
trading partnerships, the retail distributors amel¢consumers in the tertiary industries
(Lindkvist & Sanchez 2008). Every group of statiamsl actors involves the governance
system and those regulatory authorities that Haeelifferent stations of the chain within
their scope. The production chains operate withéndonventions that are relevant for each
station of the chain. It is evident that geographés well as functional exchanges between

different places and practices will lead to differeets of production rules or conventions.

It is now possible to link the production chain cept to the concepts taken from the ‘Holy

triangle’. Figure 1 shows the connection betweendifferent concepts which are the basis of



the salted fish project. First, the technologydasiand the institutional or organizational
factors are linked to the production regions. Fisbduction among fishermen and the
processors take place in Norway, for instance imffiark and Troms, in the Alesund region
or other places. It also takes place in IcelandjrgRussia and China. The producers in such
regions make use of the technology available witheexisting institutional and

organizational frameworks.

Since every unit of the chain is said to be linkedpecific regions or places, then the region
becomes a contextual influenced agglomeration pliegh technology, institutional
conventions and communities of actors. The actioitsegplace, or in the region, operate as
already mentioned from a joint cognitive platforhaped by the know-how of the specific
regional industries and competence. Since the ifumeare also located in specific regions,
then some of the convention categories, of coargeysed in specific regions or places. If
divergence between the convention categories i®dstrated, the reason may be that the
institutional organization of production in thefdifent places and in the production chain is
not consistent, and that the actors in the diffeptacces are collaborating with relations

infected by tension.

Theoretical model: value chain development

Territory Resource based

of <:] conventions in

Resources production and
innovation
systems
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Technology of
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Figure 1 Production chain and conventionsin the production systems
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Already the discussion of conventions in the fawduistries has indicated that tensions might
exist between the chain actors, and thereforelstoeen the spatially located production
systems. Demands from the consumers in the ma(&p#sn) about food quality may
originally be different from the efficiency clainas the industrial conventions which are
expected to dominate the salted fish processingsiniés and the places with such industry.
In addition, old traditions in the Norwegian fisgimdustries are expected to influence
characteristics of domestic conventions among timegpy producers as well as in the
processing industries. It is therefore not certhat there is accordance between the
governance systems in markets and in the fishinghoonities. Most probably a disagreement
will exist between the governance systems withr taality of social conventions (civic,
ecological, public) and will contribute to complicay further the interactions between actors.

Storper emphasizes how important it is that tleallproduction system adapts to all relevant
conventions in the production chain, and he thdrcates indirectly that local firms have
problems adapting to consumers in distant markets.(T)here is a deep and recursive

relationship between the quality of products armtpction systems..(Storper 2009, 11).

Transactions between the actors of the differexticsts of the production chain have become
even more complicated due to the competition batvilee international units of the
production chains. Not only are the different fsglecies and products sourced through
different production chains, differences also eletiveen the productions chains of the
different producer nations, how they are internaliganized and how they are linked to the
different market units of the chains. The Norwegrarsion of the salted fish chain is, for
instance fragmented with independent fishermeh,dgr@ducers without quotas for raw
product acquisition and independent sellers of isiducts. The Icelandic chain is obviously
more integrated upstream as well as downstreaimeassh factories dispose of their own raw
materials, and they are also in part integrateglgento the Spanish market. For this reason

their market contacts are more intense than isithation for the Norwegians.

A final circumstance which contributes to the coexly of the production chain,
independent of national conditions, is that the@@care also communities of industrial actors
with specific interests to be defended. Such istsrenay be the defence of the monopoly rent

or the other advantages which are believed to exibie region. The market actors are
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expected to defend their positions in the marked, &ill most likely react against producer

communities trying to integrate upstream in thedpiion chain.

Research problem

Spain is one of the biggest consumer markets fafioed in the world, as well as being one of

the fastest growing markets for salted fish in ol he country has increased its import of

Structure of Spanish import of salt fish, including
light salted frozen cod and saith fillets
1991-2005

O Salt fish other

@ Light salted and
frozen fillets of cod
and saith

@ Salt fish splitt

Tons

B Salted filets
conventional

O Klippfisk

Source: Seafood
Norway May 2006

Figure 2: Spanish imports of salted fish products

conventional salted fish products from 25.000 negvns in 1991 to almost 42.000 tons 14
years later (Figure 2). New and frozen salted fisiducts have been introduced in the last 10
years and have contributed to an increase of takitoport volume up to almost 60.000
metric tons. When producers outside Spain wanhterehis market they have to adapt to the
demand trends with products and services, whiclex@reessed as changes in consumer
preferences and by market conventions. Until thet 1990s Norway sold as much traditional
salted fish to Spain as did Iceland, and in 199@wkgians producers supplied the Spanish
salted fish market with 34 per cent of its totaports which at that time was about 32.000

metric tons. From 1998 the Norwegian decreasecstantaccelerate, and by 2005 the market
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share was under 10 per cent. Norway was almoshabs®ng suppliers of the new product

categories, fresh injected fillets and conventicadied fillets.

With conventions theories, theories on the prodmctihain and the spatial structure of the
production chain, the following argument is releviandiscussing some of the reasons for the

recession in Norwegian exports of salted fish tai&p

When market conventions have little influence amndustrial food processing in Norway, and
the industry is characterized by local productionventions, networks without collaboration
on innovation and where governance forces (fronincstaucture and law) obstruct the
market influences, then the processing industripatentially lose even the remaining parts
of this market. Simultaneously, the industry magexience a decrease in total income, and

the communities and regions relying on this industitl be influenced in a negative way.

The further discussion will leave out aspects efdhgument that refer to the spatial
consequences of the argument, and these will beneat to later. The discussion of the
tenability of this argument will, in this chaptérstead concentrate on central processes
behind the changes in the Spanish market. The f@dlise on new institutions established in
this market, as well as on institutional barriérs Norwegians themselves have built up and
which probably have resulted in a lack of adaptatmconventions among Spanish buyers
and consumers. The outcome of the processes hasSpaaish scepticism to the Norwegian
producers and a loss of market position in Spaime paper will conclude with a short
presentation on the activities and projects cettréthe project in order to increase the

possibilities for the Norwegians in the Spanishkaar

The processes behind the changesin Spain?

Social and economic changes

The main trend in the Spanish salted fish marké#ténpast decades has been a transition from

traditional production processes and productsateety and flexibility, and a more abundant
assortment of products. Deep social changes arad#hs restructuring, shaping new

2 The section on the restructuring processes innfdpdiased om Stabell, Gallart-Jornet and LindkK2@6.
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demands among consumers. More women are in tharlatarket and will, for practical
reasons, have little time to dewater the traditisadted fish. Another factor are new ways of
organizing the market supplies. In addition tottlaglitional salt fish trade organized through
fish markets for consumers, an increasingly lasfare is sold to super- and hypermarkets.
Icelandic firms have especially established thewesein such market networks, also leading
to changes in traditional distribution systems.d #asie for cooking after work also means
less time for buying food. A final factor which hiafluenced the development of the Spanish
salted fish market is the new market regulatiormmeg following entry into the EU and the

introduction of the EU Common Fisheries Policies.

Salting processes and technology

The salting methods, traditionally referred to asshlting, pickling and brining, extracted
water from the fish meat and made transportati@hvearehousing possible in a hot climate.
The modern method consists of injection of brirte the fish meat. This method may be
combined with traditional methods, new salt solsi@and the addition of chemicals when
required. This is normally the injection of diffetesolutions with phosphates and anti-
oxidants (Carnal in Iceland) which binds water amakes new products possible. The
products can be displayed in more striking waysupermarkets. Economically, these new
methods are superior to traditional salting methéftsvever, such methods are not legal in

Norway for the production of traditional, fully epsalted fish.

New technology and new products

Effects of the new salting processes need to lmisked in a production chain perspective.
The processing of traditional salted fish consi$tseveral stages and lasts for three to four
weeks. The finished product normally weighs corrsibly less than the original weight of the
raw products. In addition, labour costs accumulatel, together the reduction in volume and
high labour costs lead to a substantial price eseeor the desaltdzthcalac Compared to

the production process for light salted fillets efhtakes two days (thawing, filleting, salt
injection and freezing), the traditional procesansble to compete. Processing time of salt

injected fillet is reduced to less than one-tetdhyo days. In addition, a weight increase
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follows. This modern product may then be sold ésslthan half the price of the traditional

product.

Another trend among customers in the Spanish makbke increased demand feady-to-
useproducts, implying that the desalting processhwen transferred from the customers at
home to the salted fish processors. The final n@slycts are mainly desalted fresh or light
salted frozen cod products.

Figure 4 indicates which new products have increédseir share of the Spanish salted fish

market.

The figures for market changes in Spain are inginatof the import statistics for Spain;
However, the trends are striking. First, total impanto Spain of traditional and new salted
fish products has more than doubled since 1991jsanow almost 60.000 metric tons. Spain
is obviously not a stagnating salted fish market,dxciting and expanding. Figure 3 shows
that traditional wet salted fish is still the masportant salted fish product to be imported by
the Spanish. However, the imports have decreasadwbat from almost 24.000 metric tons
in the period 1991-1995, to more than 23.000 tonshe years 2001-2005. This group of
products is characterized by stagnation with a lsraduction in volume. Relatively speaking,
the reduction is significant. From being 76.6 pemtoof the market in 1991, 62.6 per cent in
1998, wet salted fish fell to 41.2 per cent in 20808ecrease of 35 per cent in 15 years.
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Figure 3: Structural changes in the Spanish imgortaf salted fish 1991-2005

The type of products that increased the most s¢etns traditional salted fillet and light
salted injected frozen fillet. These changes indithat imports of conventional fillet have
greatly increased from 1991 to 2005, from more th&00 metric tons on average for the
years 1991 to 1995, to more than 7.700 tons fopén®d 1996—-2000, and to almost 13.000
tons for the last five-year period from 2001 to 200

In the period 1991-1995, about 2.700 metric torfsazien salted cod fillet and saith fillet
were exported from the country. Thereafter, expoxteeased to more than 4.300 tons on
average for the years 1996-2000, and then to alb3500 tons for the last five-year period.
To illustrate the increase in this product, it dddee mentioned that its total import by Spain,
was 17.500 tons in 2005. The Nordic countries dadpad more than 10.000 metric tons of
this product in 2005, less than 7.000 tons of fnoldéet coming ‘from other countries’. It is

expected that China is an important supplier is taise.

New institutions

While Norway has lost influence in the Spanisheshftsh markets, the situation for the
Icelandic producers has been different. Icelandimd increased their exports of different
types of salted fish products from about 12.000rimé&ins in 1991 to almost 30.000 tons in
2005. The types of products which have increaseid tharket share fastest have been fillets
of cod and saith (according to our informants taeylight salted and injected) and
conventionally salted fillets. The Icelandic firrmsntrol about half of the Spanish salted fish
market. The Icelandic advancement is an interestindy of strategic adaptation and use of

new typologies.

Institutional changes and the influence of thedoélics

The influence of the Icelandic producers over #st RO years has influenced the institutional
changes observed in the Spanish salted fish makkéte beginning of the 1980s three
monopolies dominated Icelandic salted fish indastBIF, IcelandicandSambandAt that

time the Icelandic firms exported about 4.000 nedtsns of salted fish to Spain. The

profitability of the Icelandic salted fish indugtsiwas dismal. However, during the early years
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of the 1980s the Spanish salted fish markets wesaging, and gradually more salted fish
was consumed in restaurants. During the 1980sctiaridic producers tried to improve
traditional salted fish. The product innovation epged as th&andurfish, which was a much

better product than the earlier salted fish and acagpted by the Spanish market.

By the end of the 1980s the Icelandic intereshen$panish salted fish market had increased.
Political and institutional changes made the Sgamiarket accept external initiatives, and
when the country became a member of the EU in b®&®opolies were no longer popular.

In Spain one salted fish monopoly operated frorbdiland another from Barcelona, and the
Icelandic firms were dissatisfied that these twmpanies bought up 80 per cent of all
Icelandic salted fish without no influence on tlaetf the Icelandic exporters. In addition,
the Icelandic actors considered the market to beepmising than the sales situation
indicated. In 1988, the Icelandic firms decidedhitrease their influence in the Spanish salted
fish market and seek greater control over prodaeetbpment for this market. The
relationships between SIF and the Spanish monapaigze broken in 1988, and an
Icelandic—Spanish sales network with 11 collabagp§panish firms was established. Other
changes were made in Iceland with the introduatioiormal quality standards or

conventions for quality salt fish products. Finaliylast and important institutional change
applied to fishery management in Iceland whichvedld producers to own and manage
fishing boats with fish quotas. For this reasonghaduction chain was integrated and the
producers could themselves decide the use of gelawhen the fish should be caught.
Simultaneously, the Icelandic monopolies were afldwo control and direct the export of
salted fish from Iceland. This activity establisteechonopoly with central actors and
technicians who developed a common set of produstiandards or quality conventions.
Thus, Iceland was disposed towards a strong pramfusystem when the competition

increased during the 1990s.

Development of light salted fillets

The elaboration of the salted fish market increagmzbd after the introduction of the Tandur
fish from Iceland. The first fillets had alreadyelmeon the market as a product using the
traditional salted fish technology. In Iceland, niehnological and product innovations
resulted in a cross-over of borders between whoressonsible for the export in Iceland.

New players recognized possibilities to introduew/mproducts. Light salted frozen fillets are
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among the products which have increased their mhaHare. The production process has
been described earlier. In the marketing of thexlpct the focus was on the quality—price
relation and on delivery guarantee. In 1990, laglexported 7 metric tons of light salted
fillets. In 1996 they exported 800 tons of frozélets of cod and saith to Spain, and in 2005
their exports exceeded 10.000 tons. In additioabrine solution has been changed during
the last 10 years. The brine has been admixed®@athal, a mixture of phosphates and anti-
oxidants which increases the water-bearing of igterheat further. ‘The injection machines
have solution mixed with Carnal. No one wants tk &out it, everyone knows about it and
the market seems to be happy with the developritéetfish is whiter and even more
appealing’ said one of our Icelandic informantshwitore than 20 years of experience of the
salted fish industry.

The new light salted fillet product was not offetedhe markets without problems for the
Icelandic exporters, who wanted to establish a s&les network also for the atypical salted
fish products. In the beginning they met with semnce from the traditional salted fish
network in Spain. The Icelandic producers organaelstribution and sales network with
around 600 Spanish representatives and distribuAoisther factor which stimulated the
marketing of light salted frozen fillets was thenganization in 1996 of one of the earlier
Icelandic export monopolies. This monopoly re-elsshbd itself as an independent company
using a global strategy comprising distributiorSgmanish customers of many products
collected worldwide. The network of Spanish digitdrs was then able to offer a wide
product-mix to Spanish consumers, all deliveredhfane Icelandic firm. As a result the
Spanish were more strongly linked to the Icelasdigpliers, and a permanent sales company

was organized.

The deep structures behind the success of thenldiel@roducers

Six interrelated factors should be mentioned inmnemtion with the Icelandic influence in the
Spanish market. The first factor refergtality, product specification and volumaaich
concerns the ability to deliver exactly what hasrberdered. This condition was based on the
guota system introduced in the 1980s, which madessible to harvest the fish when it was
ordered by the market and put forward the bestmaaducts. Combined with a quality system
which specified the products according to detaijedlity standards, the Icelandic producers

were recognized as reliable and competent producers
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The second factor refers directly to the opportesiestablished by the supply capabilities,
reliability and quality aspects. The Icelandic proérs were now able to adapt to the market
opportunities, which were derived from the politjcocial and economic frameworks. Such
aspects are related to the possibility of satigfylme demands of the consumersther market
adaptationfactor.

The third factor is closely related to the secdhckfers to the strategy of establishing
Icelandic production conventions which are congtwéth social trends among the
consumers, and focusing on product colour, tasiecansistency of the fish meathe
appearance and the look of the produ@he Icelandic firms and their Spanish partners
managed to convince consumers to adopt their viewgor conventions on the best
appearance and taste of thecalao saladoThat was not a bad achievement from a marketing

point of view.

The factor which made this change of consumer auves possible was the establishment
of such conventions in the salted fish industry #ilwed for the use of new chemicals (for

instance the use of phosphates) in the brine. @adtrwas more water in the fish and then a
better economic yield. This fourth factor relateptoduction-based innovations and

technology

However, such adaptation capability is a necessamgition for market success, but most
probably not sufficient. The different initiativéaken are in reality based on Icelandic
production, Icelandic supplies of more than 50qmatt of Spanish imports and the Icelandic
ability to satisfy market conventions where Icelamtatives were fundamental to start with.
The supply of salted fish to Spain therefore tgiase within goroduction controlled

production chairwhich constitutes the fifth production influencifagtor.

As support for the fifth factor are the networkssotial relations which have functioned since
around 1990. This sixth factor, supporting thedoélic success and its control of the chain,
consists therefore of the coordinated and long-woamal strategies developed when SIF
occupied a monopoly situation. The main idea wasetmre social bonds between the players
in both markets the network or friendship strategyhe Spanish invited to Iceland were
shown around the country and even invited to nteetdelandic president. Such social
networks most probably would not undermine the peoeds’ control of the production chain

or the markets.
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Changes in the Spanish salted fish market

Icelandic producers have taken over a substardralgh the Spanish salted fish market, and
have also been able to influence technology, utgtits and market organization and the
consumer conventions. The process shows how danoestventions have been developed in
collaboration with market actors, but also how prettbn conventions have been accepted by
the consumer market. In fact, it seems that theoowers’ demands have not changed the
production conventions. Instead, an elegant tradgéegy from the Icelandic side has

managed to do that.

Even if new products have encroached on the Spaméskets, it is important to keep in mind
that traditional salted fish production has alswisted in the Spanish markets and adapted to
the general social development. The market conmesitare not homogenous, in the same
way as different regional markets exist. In spitseemingly having adapted to the new
products and product conventions, the customersatiels are also an expression of a salted
fish tradition which is still alive. The outcométhe market changes is a variety of markets
consisting of products which can be prepared bypleewith less time for cooking. But

without the Spanish salted fish tradition would ti@sv salted fillets and the desalted products
have been so easily accepted? Within such a smméext might the ‘old’ traditions of the

salted fish still have some influence?

Thereactions of the Norwegian production system

Networking might also be a strategy for the Nonaegiwho wished to meet the challenges
from the producers of other countries. To meeidliffies in international trade relations, the
recommended strategy of networking in productiam(8ie, 2005) could comply with

market demands and lead to success in the intenadization process for individual firms
(Cornish, 1995; Reiffenstein, 2002; Johansson &lva2003). However, networking is not

a phenomenon that takes place in a void. If thalegign systems are impeding collaborations

and interrelations, networking would most likelg@be impeded.

For the Norwegian salt fish industry, the goverrmamstitutional structures included sets of

legal conventions or prohibitions that may easdyérestricted the industry’s potential
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within different areas. Lindkvist and Sanchez (20@8ve discussed the lack of innovative
activities among Norwegian salt fish producershasrésult of a fragmented production chain
in the Norwegian fishing industries. The processings were not allowed by law to control
the first raw product acquisition by owning thewrofishing boats and quotas. A
consequence was that the firms were prevented dexitding which gear should be used
during capture activities, an extremely importagtidion because the gillnets used by the
coastal fishermen, and the trawls used by the deaflishers, strangled and squeezed the fish,
respectively. Such methods produced a raw prodbathanormally was less fit for salting
than the raw material from longlines. Further, withownership of boats and quotas, the
factories were unable to time their fishing to tpatt of the year when the demands were
highest and the prices best. However, the optigrafning the fishing season to follow
market demands was less relevant in Norway, whichrhore migratory species than Iceland,

where the fish species are more stationary.

The prohibition established by the national autiesiagainst any chemicals other than
ascorbic salts in the salt fish brines, acted laasraer against changing to more market-
oriented production conventions. In this way, tbéharities established barriers to
innovation, as other additives were used in marth®hew products from Norway’s
competitors. Although some doubts existed amortgqhgaiechnology researchers as to the
excellence of the new methods (Thorarinsdottil.e2@01), it is likely that the Norwegian
producers were handicapped when trying to respomnaarket demands. However, even with
such challenging governance systems, the indugtrggucers could have implemented
initiatives that would have compensated for manthefr drawbacks. The salt fish processors
could have stimulated the fishermen to deliver fialv of better quality by paying better
prices for the best fish. They could also have @etisome of the damage caused in
production by establishing quality standards thatihdependent producers were obliged to
follow. Instead, this task was left to the indivadproducers themselves. Finally, the national
salt fish producers could have worked concerteglleiove the production prohibition

involving restrictions on the content of the bringction.

The conclusion that finally emerges is that théedént production systems have been unable
to co-ordinate their efforts in such a way thatfilaenework they are working within changes

(Lindkvist, 2004). Porter’s (1990) assumption tbladllenges create solutions has not proved
true for the salt fish industry. According to thiesron conservative production environments,

a third explanation, referred to as ‘path depengientay be applicable in explaining the
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inability of the Norwegian producers to restructanel adapt to market demands (Bathelt and
Gluckler, 2003). When current actions and convensimuctures determine actions in the
future, path dependency normally arises. Thusyiies may continue in an unchanged
manner, contributing to the persistence of traddlgroduction trajectories, whereby
production practices or conventions remain as leefdithough in theory, path dependency
may be either negative or positive, imitation afditional production practices does little to
initiate industry renewal. This has occurred in Wewegian salt fish industry (Lindkvist and
Sanchez, 2008).

With this background the transactions within thewMegian part of the value chain have been
characterized by individualism and mistrust amdreggrincipal actors of the Norwegian
salted fish industry. It is characteristic thatistudy of collaborative relations (Lindkvist
2004) among the five most innovative producersatied fish in the most influential
geographical area of salted fish in Norway, thesfifel area, scepticism and mistrust among

the producers was striking. Also, mistrust of stgta was a dominating phenomenon.

As the result of internal competition, mistrustack of formalization of collaborative
relations, barriers have been erected againstbayldéive reactions to market signals. The
local networks were not developed to allow the dstimgroduction systems to progress into
production systems relying on formal collaboratmatworks and market impulses from
outside.

The consequences seem to be that the productitensydn the salt fish industry have been
unable to make use of their full potential to dinemre innovation processes towards meeting

market demands.

On the scent of an imaginary innovation system?

Market success depends on many conditions. In&ifumng production system, the market
demands have to be built into the domestic prodoiystems and replace domestic
conventions if they challenge the market converstionhe premises for such changes assume
the establishment of a context where structuratlitmms within the production environments
are not counteracting market impulses as was demaded by the Norwegian cases. They
showed that isolation, individualism or lack oflugnce backwards or forwards in the

production chain weakens innovative abilities.
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As influential individual producers then influentte local production systems of the
industry, their attitudes of scepticism towardsvuek collaboration will probably
‘contaminate’ the entire local production systerhe Homestic practice of little cooperation
will then be followed by little innovation. They Ivthen not be able to comply with market
demands (Hayter 1997). Thus, even if knowledgeiimarket governance is recognized, the
reason for its non-implementation must be founthenproduction systems and the power

situation that dominates the environments.

The situation changes obviously if problems in specific market may be evaded because
other markets exist for a period of time. As the\Megian salt fish producers, for instance,
can rely on alternative markets other than Spaich $irms may avoid the costs of developing
new products and new processes for the Spanishem&@#rticipation in market-oriented
processes in Spain may have exposed them to ickseinom other players in this market
(market actors or producers of new products). Facshort-term perspective, the individual
producer firms may continue to make traditional prafitable adaptations for the alternative
markets, but by failing to progress, the industrglso likely to lose control over the

alternative markets, as all markets change inahg fun.

Lack of integration in the production chain withneemer market actors may also have
surprising consequences. Corrective market foreesieply not reaching the producers. If a
production culture leading the production systeainas to be innovative, without being, then
it will not be corrected either. Thus, most Nonrgproducers are possibly so poorly
integrated into their product markets that a coneage may be that their feeble contacts with
these markets do not enable them to follow newoseconomic tendencies. In fact, many
producers may have so little contact with the migrkigat they perhaps believe they are
supplying the markets with quality products, eMeough customer responses indicate the
quality of their products is not of the kind in dana. The solution for such an interpretation

may be to improve traditional products by improvprgduction processes further.

Another explanation that has been emphasized dmuttat the fragmentation of the
production chain forces the Norwegian producef®t¢as on the resource supply chain, with

the result that market demands are neglected (kistland Sanchez 2008).

In all circumstances, the market influence is uadiémated and the market conventions are
disregarded. When the producers still consider fadwves innovative, this indicates that they,
So to say, live in an imaginary innovation systémsusing on the innovative activities that are

relevant for their production systems, but not seaely for the markets. The innovation
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system could be recognized as imaginary when madketentions in the innovation
strategies are not followed, either because theures supply conventions that dominate the
relevant domestic conventions are supposed toffieisnt to satisfy market demands of
alternative markets, or because they are estinated more important than the market

conventions.

However, it is important to underline that evethi# producers are possibly living within an
imaginary innovation system, the tendencies towaehdsge in the outside world will
probably continue. The institutional frameworkgtué markets change continuously and no
self-asserting, independent production systemheilable to continue as if nothing is

happening.

Therefore, the Norwegian cases referred to denmetedtiow structural conditions establish
adaptations which might be explained as cultutadlged. However, since they are structural,
changes will not take place without also restruntuthe management of the production
chain. Moreover, the requirements of social refegiand collaboration must be met. Without
such changes the actors’ efforts will not be foduse meeting external competition through
collective and dynamic innovative processes basddternal synergistic relations. One
function of local networking, which is to aid ‘...iomation by building trust relationships

between local collaborators’ (Simmie 2005, 793)hen not accomplished.

Spanish perceptions

Several studies (Lindkvist 2004, Lindkvist et @08, Lindkvist & Sanchez 2008) have
demonstrated that Spanish importers and producé¢ng dinished products are dissatisfied
with Norwegian salted fish. It appears from a patetly among Spanish importers in the
years between 1998 and 2006 that salted fish fomtarhd and the Faroe Islands was
considered of better quality than Norwegian prosiu€he Norwegian fish was not white
enough, it was too compressed and there were uad/ématctions in the fish meat. This
dissatisfaction could partly be linked to the Nogiea regulation regime and the official
conventions. The Norwegian control system withnegfiee to the organization of the
production chain and the production laws to beofe#d by the Norwegian food authorities,
was in some fields a barrier for single actorsebver the same products as their competitors.
The Spanish market conventions expressing demaniisdonsumers sympathized very little

with such points of view (Lode 2008). It is possilthat Spanish market conventions may
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change. Supermarket concerns in Europe have edtatcampaign for the prohibition of
salted fish products with an extra water conter8per cent (source). Since additives other
than salt is forbidden in Norway, it is possiblatthivic, public and ecological conventions
will have an influence upon the market conventidhsay lead to more attraction being
assigned to Norwegian products than to products phbsphate injections and an extra water

content of 30 per cent.

Consequences for Norwegian export to Spain

Until now, there is little doubt that the markenhgentions have decided the Spanish import of
salted fish. The consequences for Norway have besnnegative. The Norwegian export
development appears in Figure 4. In 1991, Norway aveelatively small actor in the Spanish
market and supplied 12.1 per cent of Spain’s fatgbrt. That year Norway sold 423 metric
tons of Clip fish and 2.731 tons of wet salted fiShles exploded in the years to come and
increased to 11.417 tons in 1998, an increase ®p8L cent or 8.686 tons. The sales of Clip
fish (dried salted fish) remained relatively smafid were at the same level as volumes in
1991 and 1998. In the case of salted fillet Nonaagxport increased quite considerably by
volume, from zero to 710 tons. The situation fonMegian participation in the Spanish
markets was, in other words, seemingly strong. Hewnehe situation changed. Although
sales of Norwegian Clip fish were insignificantlif98, the reduction until 2005 was 40 per
cent. The small sales of salted fillets in 1998ev@duced by 10 per cent to 2005. In these
seven years the decrease in conventional splisafetd fish was 60 per cent.
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Structure of Norwegian salt fish exports to Spain,
including frozen cod and saith fillets

@ Frozen fillets from cod
and saith

| Salt fish fillets
conventional

M Salted split fish

Tons

O Klippfisk whole

Source: Seafood
Norway May 2006

Figure 4: Norwegian export to Spain from 1991 to 2005

How to change the situation?

This paper has discussed the validity of the arguirbased on the market conventions of the
food production chain involving the Spanish mawked which stated that these conventions
were of little influence on the industrial prodwctiof salted fish in Norway. If the industry
was characterized by local production conventioesyorks without collaboration on
innovations and where governance forces (from thdyzxtion chain and relevant laws)
obstructed the market influence, then the procgdsitustries in Norway might experience
future loss even of markets in which they still ged. The paper has referred to lack of
collaboration between Norwegian actors and sontedétrust in the research institutions by
the production companies. The discussion then stgghthe assumption that the lack of
attention on the Spanish market conventions madigtly may explain the reduction of

Norwegian sales of salted fish to Spain.

This situation has been the background to the gi®jend activities (Figure 5) promoted in
the project ‘The Spanish salted fish market anddppities for the Norwegians'.

The focus on the value chain and the presentafidecbnology, institutions with governance
systems and the territory (either as market oradyztion regions) as the moulding forces of
the relevant conventions, have generated a setubfpmjects aimed at focusing on

Norwegian initiatives in Spain.
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The aim of the salted fish project is to productaiied knowledge about the Spanish markets
as a basis for decisions to be taken by Norwegradyzers. The content of the market
conventions and the demands on product propedregrbducts to be launched in Spain are
especially of the utmost importance. This is inehtb materialize as testing of new products
and new methods for specific markets. Combined wigthods that require networks among
consumers and producers, the integration of aatotBe production chain is intended. The
knowledge gained will be disseminated through wooks and conferences, publishing and,
finally, through the establishment of the Norwegmalt fish school in Spain during the

project period.

Researchers at the University of Bergen and Tro(ms@ollaboration with other Spanish,
Norwegian and Chinese universities and researampgjan Norway have developed a long-
term research programme on market restructurinthén Spanish salted fish market. The
project ‘The Spanish salted fish market and opmities for the Norwegians’ takes the
restructuring processes of this market as its pafirteparture. From 2008, for 3% years the
project will focus on the adaptation among actarthe Norwegian—Spanish production chain
to the market demands of Spanish consumers andfmith a scientific basis, investigate the
premises for successful re-establishment of Noraregiroducers and exporters in this
market. The project examines how cultural, techgicll and social factors contribute to the
restructuring of the Spanish salted fish market thirdconnected production system. Through
analysis of conventions in the Norwegian producgorironments and its agreement or lack
of such agreement with the consumers’ conventiodisopinions of the products in question,
the apparently negative trends for Norwegian exgrsiin this market will be scrutinized.
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-The Norwegian
salted fish school in
Spain

Figure 5: Sub-projects and activities assignetiéatheoretical model

In the article Conventions and Innovation: A comparison of twalised Natural Resource-
based IndustriesLindkvist and Sanchez (2008) discuss the developminew conventions,
among others, in the Norwegian salted fish industhe question asked is about the need for
nature resource-based industries to make more fuegternal research resources. For this
reason the focus of the project is also on netwgrlamong Norwegian salted fish producers
and their concentration on one important marketadidition, the need for efficiency of
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production and quality improvements through ini@s such as product and process

innovations is paramount.

In general, the focus on conventions and adaptationarket conventions by the other units
of the production chain is a challenging topictifsi to be followed by some kind of action
research and involvement of creative and innovadivategies for product development and

teaching institutions. The methodology of the pebje the focus of the next chapter.
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