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Value Chains



Business canvas mapping ðValue Chain

http://www.colinnewlyn.com/2013/08/12/entrepreneurial-thinking-and-the-business-model-canvas/

Identification 

of company 

activities and 

key 

partnerships



Source: https://www.fish20.org



Generic aquaculture value chain

òVertically integrated Companiesó have activities in 

multiple steps in the value chain

òUpstreamó activities are suppliers; òDownstreamó 

activities are customers 

<<<  UPSTREAM   ::   DOWNSTREAM  >>>  



The salmon value chain

Source: IMANI & SRSL, 2014



8http://seatglobal.eu/2013/04/ask -the-experts-the-seat-forum/#.UySCNvl_vHQ



Example value chain breakdown - cod 



Tracking product 

flows and processes 

(from EUMOFA)



Determining 

value added 

through the 

chain 

(EUMOFA)



Example Value Addition ðIcelandic Cod, USA

12http://www.fao.org/docrep/009/a0564e/a0564e05.htm



Example Value Addition ðFarmed trout, Poland



Sectoral level

Analysis tools



Ã GVA is the value of  the output minus the cost of  

purchased inputs (e.g. feed, medicines, fuel, 

services etc.). 

Ã The value that is added is therefore comprises 

employee costs, the cost of  capital employed and 

the profit that is made. 

Ã GVA values are therefore substantially lower than 

output values. 

Gross Value Added (GVA)



GVA Example ðEU Aquaculture

GVA for the EU 

aquaculture sector in 

2012 was reported to be 

û1,294 billion whilst total 

turnover (output) was 

û4,365 billion (i.e. the 

multiplier from turnover to 

GVA is around 0,3) 

(STECF, 2014). 

The GVA multiplier varies by sector with shellfish averaging 0,54 and sea bass and sea 

bream less than 0,1. Shellfish provides a greater GVA in relation to output because there 

are no costs for feed. The GVA for Sea bass and sea bream is low due to negative 

profitability in the sector at this time (2012). 



Business canvas mapping ðConsideration of  product

http://www.colinnewlyn.com/2013/08/12/entrepreneurial-thinking-and-the-business-model-canvas/

Identification 

of company 

activities and 

key 

partnerships



The basic òseafoodó product 

Ã Output from capture 

and aquaculture is 

mostly commodity 

product ðlittle 

differentiation

Ã Further processing of  

this òraw materialó 

adds value and 

differentiation

Ã Competing with other 

seafoods and wider 

protein sources



Price structure of  the EU fish market

General 

pattern 

follows 

classical 

supply/ 

demand 

economics



The classic supply -demand curves



Further examples



Competition



Evaluting Competitiveness  - regional/national level

Demand 

conditions

Competitive 

rivalry

Related and 

supporting 

industries

Factor 

conditions

Government

ÅThe role of  nations in 
global competition -
location plays a 
significant role in 
competitiveness

ÅNational competitiveness 
depends on the capacity 
of  its industry to innovate 
and upgrade

ÅCompanies gain 
advantage against the 
worldõs best competitors 
because of  pressure and 
challenge 



12 pillars of  national competitiveness (WEF)



Sectoral level competition ðPorterõs 5 Forces

Source: http://www.businessballs.com/portersfiveforcesdiagram.pdf

This is a common 

tool for analysing 

competitive forces 

on a company 

http://www.businessballs.com/portersfiveforcesdiagram.pdf


Adding detail

Source: 

http://www.businessballs.com/portersfivefo

rcesdiagram.pdf

http://www.businessballs.com/portersfiveforcesdiagram.pdf


Threat of  competitor entry may depend on:

Ã extent of  economies of  scale in relation to market size

Ã degree of  product differentiation

Ã capital requirements

Ã costs of  customers switching suppliers

Ã access to distribution channels

Ã availability of  resources

Ã government policy 

The higher the barriers to entry, the lower the rate of  entry 

and the higher the level of  profits for existing companies. 

Expected reactions by existing firms will also affect the 

threat of  entry



The intensity of  rivalry between existing companies 

may depend for instance on:

Ã numerous or equally balanced competitors

Ã slow industry growth

Ã high storage costs

Ã lack of  differentiation

Ã low switching costs

Ã capacity increases in large increments



The power of  buyers and suppliers

The power of  buyers is strengthened if

Ã they are few in number

Ã purchases are a significant proportion 

of  costs

Ã their profits are low

Ã threat of  backward integration

The power of  suppliers is strengthened if

Ã they are few in number

Ã the customer is a low % of  their sales

Ã profits are low

Ã threat of  forward integration

Business principles: Buy as 
cheaply as possible from your 
suppliers; Sell at the highest 
price possible to your buyersé



Threats from technology and product development 

Ã If  the industry is threatened by close competition 

from substitutes or technology developments then 

this means low profitability.

Ã In order to survive the firm must have competitive 

strength.  This can come from:

Ä cost leadership

Ä product differentiation

Ä focus on small market segments 



Quick examples ð(1) Small -scale fisheries Malaysia

East coast ðover 4000 vessels ðover 800 in State of Pahang, 

employing around 12000 people with a catch of over 90,000 tonnes



There are three main landing ports in Pahang



A wide variety of species are captured and sold through the 

landing ports



Fish are auctioned into complex trader networks



Salmon farming Scotland



Ã 170,000 tonnes production

Ã 92% from 5 major companies

Ã Approx 1,300 production related jobs

Ã Highly technology reliant

Ã Significant vertical integration

Ã Processing and retail sectors quite consolidated

Ã But globalised producté

Salmon in Scotland 



UK salmon farming UK salmon processing

Threat of new entry Low High

Competitiverivalry Med High

Suppliersbargaining power High High

Buyers bargaining power Low to High High

Threatof substitution Low Low

Overall attractiveness Med Low

Example analysis



BUTéback to value proposition

Photo: Norwegian Seafood Council/J. Wildhagen

When salmon farming started the focus was on the whole fish and maintaining 

its position as a high priced and special occasion fish 



Acceptable



Not acceptableé.



BUT ðBusiness environments constantly evolving
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High prices 

and available 

technology 

attracted new 

entrants ðuntil 

supply 

exceeded 

demand and 

prices fell to 

compensate

As raw material became cheaper it was possible to add value through 

processing whilst producing products that were not too expensive for 

the market



Scottish Salmon Consolidation Trends 1997 -2014
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Source: Annual fish farming survey, Marine Scotland(inc.juvenile supply)

2016

Falling prices led to successive rounds of 

consolidation as weaker companies collapsed and 

assets were purchased by stronger companies 



Industry life cycles

In the early stages of a new 

industry/product, competition 

is typically low and often 

depends on technological 

advantage. As technology 

becomes standardised and 

more widely available, the 

number of competitors 

increases and competition on 

price becomes more 

important. As the industry 

matures, scale economies can 

place very high barriers to 

entry for new entrants and 

force smaller producers to 

seek new or niche markets.



Scale effects

Annual volume of production
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For commodity 

products ðcost of 

production is the 

primary means of 

competition and 

efficiencies of scale 

and return on 

investment are key 

issues



Market structure



Numerical indicators of  consolidation

Source: Annual fish farming survey, Marine Scotland
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*Where si is the market share of firm i in the market, and N is the number of 

firms Un-concentrated Markets: <0.15;  Moderately Concentrated Markets: 

0.15 and 0.25;   Highly Concentrated Markets: > 0.25

HHI 2010 

(Asche2013)

HHI 2014

0.197 0.252

Herfindahl-Hirschman 

index



CR4 Concentration Ratio

Simply the 

percentage of 

production or 

turnover 

attributable to the 

largest 4 

companies. 

e.g. Salmon 

industry in 

Norway is only 

moderately 

concentrated



Comparison between countries



Scottish Salmon

Adapted: IBIS 2016

Industry dynamics ðbased on year -on year % changes



50
http://www.business-tools-templates.com/BCG%20Growth-Share%20Matrix.jpg

Note similarity with BCG Growth-ShareMatrix



Analysis using Microsoft Power BI

Plotting % 

change in 

inverse of 

CR4 

against % 

change of 

sector 

share of 

global 

total 



PrimeFish DSS Value Chain Analyser

Website:

www.dss.primefish.eu



Ã Primary target audience: small & medium enterprises: 

Ä production, processing, marketing/ distribution, service provision

Ã Challenges:

Ä (i) intense competition in sectors experiencing rapid consolidation 

as a result of  increasingly globalised trade 

Ä (ii) adverse effects of  market failures in more fragmented sectors

Ã User needs scenarios?

Ä What strategies enable comparable enterprises to compete in more 

consolidated sectors

Ä Access -barriers & key competition issues facing new entrants?

Ä Potential exit or growth strategies for existing value -chain entities

Decision support ôValue-chain analyserõ



Value Chain Analyser primary menu







Further characterisation of  sector competition


