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Abstract
This study is about actor interaction and it is set in the Norwegian seafood industry.  Since fish is a commodity, the idea of market complexity may not be the first thing that springs to mind.  Markets defined by commodities are usually studied by models which are underpinned by neoclassical assumptions.  Researchers from the Industrial Marketing and Purchasing (IMP) Group consider interaction to be a fundamental part of business exchange and this may explain why related studies are usually based in empirical contexts that have a perceived technical complexity.  However, closer inspection of interaction between seafood actors reveals a complexity that is not well described by traditional marketing models.  Thus, the IMP perspective provides an alternate view that formally captures more of the richness of the empirical setting.
The data analysed has come from large seafood actors which are based in three different countries (Britain, Portugal and Chile), each of which is connected to seafood actors based in Norway.  The interaction between the seafood actors in these settings are analysed to find out whether interaction is as straightforward as certain marketing models assume it to be.  Once this has been done it is possible to see how a generic marketing organisation, the Norwegian Seafood Export Council (NSEC), is affected by the interaction.
This study presents a way of considering the complexity of actor interaction and how this develops over time from the interplay between direct and indirect interaction effects.  This identification makes it possible to consider what NSEC can do in response to the indirect effects of seafood actor interaction.  The study employs a multiple case study design and the cross sectional-like data enable interesting insights into the development of seafood networks.  The actor interaction development model is one specific outcome of the analytical work and this, together with other aspects of the inquiry, contributes to the existing body of IMP literature.
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1. Setting the research scene

Chapter one starts a little differently from the forthcoming chapters.  It requires quite a lot from the reader and in a bid to aid understanding, the following paragraphs are included.  Something that has been of considerable importance to the researcher has been conciseness.  Often it is possible to be more concise when one has a greater understanding of one’s theme.  The trouble with this is that the reader is unlikely to have spent the same amount of time getting to know the same area.  In which case, conciseness can lead to confusion.  It is not supposed that the introduction can alleviate all problems, in fact it may well cause new ones, but at least it may go some way towards easing the otherwise rather abrupt tone of the chapter.
The purpose of chapter one is to provide a very brief introduction to the theme in order to set out the research problems, which are then further developed in chapters two and three.  In a bid to cut straight to the chase, the chapter begins with the briefest of hints towards commodities.  A more extensive discussion comes later.  The inclusion up front like this is to suggest that products treated as commodities tend to be viewed through marketing research lenses that emphasise conditions such as homogeneity, independence and the importance of price.  However, just because they are commodities does not necessarily mean that this is the only way for such exchanges to be understood.  

Following this, you are rather abruptly brought into the research context, which is fish.  A fish is a commodity product and thus the link with commodities is established.  Fish in general are not being studied of course.  It is the companies that manufacture and/or use fish that are of interest and how these involved companies come to be in this study is based on their association with Norway.  Since seafood is an important export for Norway, the Norwegians have introduced a generic marketing organisation
 called the Norwegian Seafood Export Council (NSEC).  NSEC is important to the study because, pending the findings from the research carried out on the interaction between seafood companies, another marketing perspective – one which is not founded on neoclassical economic principles – may aid understanding of how such an organisation affects and is affected by interaction.  This means, as far as this study is concerned, there is no intention to understand NSEC more than the establishment of its organisational make-up, which is presented in chapter two.  (This is also why NSEC is interviewed in the way that it is.)
Knowing when and where to bring NSEC into the study has been tricky right from the beginning, and no elegant solution could be found in this document either.  Its placement here in chapter one is to enable the short discussion on types of implicit interaction, which then gives rise to the ‘principles for interaction’ and finally the research problems.  Given that NSEC is mentioned ahead of the discussion on actor interaction, it may be confusing to see the research problems placed in apparently reverse order.  However, in order to deal with the NSEC problem, it is necessary to see what seafood actor interaction looks like.
1.1
A word or two on commodities
Commodities are defined as products with few distinguishing features apart from those that occur naturally (Levačić, 1991; Trondsen and Young, 2006).  In other words, they are relatively homogeneous.  These are items sold in large volumes and it is usual to hear about them being traded.  Market conditions are assumed to exist and the interaction between companies that either produce or use such products is judged accordingly.  A sense of technical complexity is not evoked.  While empirical examples of the ‘perfect market’ may not exist, commodity markets are usually pointed to as being the nearest one gets to such an empirical phenomenon and are classed as being ‘highly competitive’ (Nellis and Parker, 1997).  Thus it is usual for commodities and the interaction between involved companies to be studied using marketing models that are founded on neoclassical business exchange assumptions.
However, these assumptions do not tell us everything about the interaction between companies that are involved in the production and use of commodity products.  What if the interaction between such companies is not a straightforward process?  
1.2
Norwegian seafood and NSEC

Fish is one such commodity and this study uses the Norwegian seafood industry as its empirical setting.  Even within the geographical confines of Norway – a country with 83,000km of coast and a seafaring heritage that stretches back over thousands of years – this is a sizeable empirical context.  It is greater still if one considers that over 90% of Norway’s seafood is exported (Asche, 2006), which essentially links what is happening in Norway to 150 countries (NSEC, 2006a).   Over three million tonnes of fish and shellfish are caught annually in Norwegian waters (NSEC, 2006b).  This makes Norway the world’s second largest exporter of fish based on value ($4.2bn), with China being the largest ($6.8bn) (ibid).  The enormity of such widespread business activity is difficult to grasp, with all the companies that are involved in getting fish from Norway to world-wide customers.  

If one is interested in Norwegian seafood, one soon comes across an organisation which differs from the buying and selling entities that are involved in the above picture, in that it has a special task to perform.  It is called the Norwegian Seafood Export Council (NSEC – pronounced ‘en-sec’) and it was introduced by the Norwegian government in 1991.  This link to the government means NSEC is bound by certain legal statutes.  Its main task is to support the selling activities of Norwegian seafood exporters by promoting the positive attributes of Norwegian seafood.

Funding comes from a levy placed on the exporters as a percentage of their export turnover.  The countries in which marketing activities are undertaken are decided upon by the different marketing groups that have been set up by NSEC to organise activities on a species basis.
  Countries are selected according to their importance in relation to fish species in focus.  This can also include potential markets.  This reduces NSEC’s marketing remit to 22 countries (NSEC, 2005), which is still a considerable undertaking.  NSEC is therefore part of these different settings and has to relate, more or less, to the seafood actors involved in these different countries.  
1.3
Types of interaction between seafood actors

Implicit within the above paragraphs is the notion of interaction.  This forms an important part of the study and is considered now.  Interaction can vary and as a means of showing this variation, three different types of interaction are outlined briefly as follows.  The first type deals with fish as a commodity.  The best place to see the trading of fish is to go to an actual fish market where boxes of fish are set out in a covered market for merchants to buy.  While the buyers might know each other because they see each other on a daily basis, it is not actually necessary for the buyers and sellers to know each other.  An auctioneer facilitates the sale and the buyer buys fish which will satisfy whatever requirements were in place to precipitate the purchase.  As long as the focus is just on these individual transactions, with nothing else taken into consideration except for price and perhaps the species and/or quality of the fish, the interaction that facilitates the exchange is unimportant.  Resources are not seen to change as an outcome of these interactions, so there is nothing to bind the actors together.  

However, if all business exchange was understood in this way, there would be no incentive to introduce NSEC because everything the business units need to know is encapsulated in the price.  Therefore, a second type of interaction corresponds to the reason why politicians introduced NSEC.  If politicians believe it is possible to influence buyers to buy more Norwegian fish by undertaking certain generic marketing activities, they assume that the market is not free: variation exists and information is asymmetric.  Thus, although fish is a commodity, it possesses distinguishing features one of which being the attribute of origin, Norwegian.  This means that fish from Norway is seen to be different from (better than) fish that comes from, say, Iceland or another part of the world.  The marketing is geared towards raising awareness of Norwegian seafood so that given a choice, interested parties, will choose Norwegian seafood.  Such a response benefits Norwegian exporters because demand would be expected to be maintained or increased.  

Here the interaction is influenced by the supplier (or supply side), which is the active party, while the buyer (or buying side) is passive; it responds to marketing stimuli, which in this case is information about Norwegian fish.  NSEC’s marketing efforts are concentrated on this where variation exists in the product.  This interaction is defined by the exchange of large volumes of seafood; otherwise the Norwegian government would not have been motivated to introduce a generic marketing organisation. 
The first type of interaction can be seen as characteristic of the ‘highly competitive’ scenario mentioned in the introduction, while the second type acknowledges variation  but is still based on the same founding principles of neoclassical economics – an atomistic market which is ‘unstrained by past relationships’ (Gudeman, 2001:94).  Another way of viewing interaction is to see the connections between seafood actors, and this makes NSEC more involved.  NSEC has to contend with the different species of fish and the different export markets to which it relates.  In addition to what is going on in Norway between catch (fishermen) and processors, there are the relationships between these processors and the wide range of potential counterparts in the different countries, such as supermarkets, secondary processors (value added seafood manufacturers that make ready meals, smoked salmon, etc), wholesalers and so on.  These interactions, based on exchanged volumes of seafood, determine which markets NSEC should be involved in.  Affecting this interaction are the interactions that take place between the customers’ customers or the end consumers, such as the grocery shoppers or the restaurant goers.  Everything mentioned so far implies vertical interaction – fish being moved between one entity to the next to get to the ‘end of the line’.  However, there is plenty of room for horizontal interaction as well. For example, it may be appropriate for competitors to cooperate in order to achieve a desired outcome.  Coupled to this, one might start to think about the presence of legislation and governmental bodies designed to coordinate some sort of regulation.  

This brief description identifies the different types of actors that are involved and some of the possible connections between them.  NSEC is a part of this and its marketing task is carried out in relation to these interactions.  The connections between the actors are assumed to arise from resource adaptation.  Companies become more reliant on each other as resources become adapted to increase the efficiency of the exchange and this leads to interdependency.  Thus this type of interaction between the seafood actors is understood to comprise greater substance, or be ‘thicker’ (Swedberg, 1994), than the aforementioned types of interaction.  Therefore, business units cannot, be treated as autonomous entities and the connections between actors both enable and constrain future developments.  
1.4
Principles for interaction

If one turns to the business literature and looks for discussions that refer to the exchange of fish and fish products, one finds that there is a preference for using marketing models underpinned by neoclassical assumptions (eg Jin et al, 2007, Myrland and Kinnucan, 2005, Asche et al, 2002, and Wellman, 1992).  In other words, the way this business exchange is understood relates most closely to the first two types of interaction outlined above.  This emphasis may stem from fish being seen as commodity products.  Commodities are items that are traded.  They are homogeneous and therefore the interaction between seafood actors is assumed to be less substantial due to the short term nature of each transaction.
  One of the founders of neoclassical economics, Alfred Marshall, used the fish market to illustrate his arguments.  While this may not be the reason for the continued use of related marketing models in this context, it highlights how the exchange of fish is readily perceived. 

Marshall’s (1920) way of looking at business exchange minimised the ‘distracting’ dimension of time.  Use of the ‘perfect market’ model on an empirical setting is limited given its stylised nature, but its assumptions are the bedrock of many of today’s mainstream marketing models (eg Krugman, 1991).  This means that even when variation is acknowledged, the exchange is viewed to take place between two autonomous parties at a specific point in time (history is not important).  Often the supplier is considered to be active, while the buyer remains passive (Ford and Håkansson, 2006b).  These fundamental assumptions are present in the view the politicians have used to understand business exchange and NSEC has been designed accordingly.
However, the third type of interaction implies the existence of greater technical complexity.  Resource adaptation occurs because of the interaction that takes place between two or more business units (ie it is not a one-sided process).  This view of interaction is supported by the Industrial Marketing and Purchasing (IMP) Group.  Interaction is one of the cornerstone concepts used by IMP researchers (Ford and Håkansson, 2006a/b).  The dyad is important, but so too are interactions with third parties, that is, interaction is a process that takes place between two or more actors (Håkansson and Snehota, 1995).  Crucially, the process is seen to affect resources, for example, the development of relationships (ibid:273).  As an outcome of interaction, resources are adapted to improve the exchange process and such changes have a binding effect on the interacting entities.  Changes take time and once made they are not easy to undo, which makes switching counterparts difficult.  In order to be able to grasp how resources change within dyads and third party relationships, time becomes an important dimension.  Historical context is necessary if technological development is to be traced.

The emphasis on time and consideration of history are what makes interaction such an important concept, but this inclusion increases the ambiguity of what interaction is and does.  For example: ‘interactions...develop over time and, thus, are of a dynamic nature for which no optimum can be defined’ (Ritter and Ford, 2004), and ‘continuous changes in the relationship occur due to the interaction between parties’ (Halinen et al, 1999:781).  Since interaction is intangible it needs to be linked to something structural if it is to be studied.  IMP researchers specify that interaction takes place within business relationships, but while this provides structure it does not actually diminish the enormity of the interaction concept, which is also illustrated by Halinen et al’s quote.

It is therefore acknowledged that the interaction concept is more difficult to study than the business relationship because it is difficult to demonstrate and conceptualise (Ford and Håkansson, 2006a).  Little concerted research has been done to examine the characteristics and dimensions of interaction (Ford and Håkansson, 2006b).  However, IMP researchers are interested in the conceptualisation of interaction and this is most overtly seen in Håkansson and Prenkert (2004), which is inspired by the resource interaction model (eg Håkansson and Waluszewski, 2002).
Due to this understanding of interaction, IMP studies tend to be set in contexts which have a high degree of technical complexity (eg Wedin, 2000; Håkansson and Waluszewski, 2002; Baraldi, 2003; Lind, 2006; Harrison and Waluszewski, 2008; Brekke, 2009).  Thus, from an IMP perspective, little is known about the interaction that takes place between actors that are involved in the exchange of commodity products.  It is therefore interesting to apply IMP thinking to an industry that has not been studied from this perspective before.

1.5
Research problems

The preceding paragraphs draw attention to two research problems.  The first problem concerns the interaction between seafood actors.  Fish is a commodity product that is traded and this seems to encourage the use of certain marketing models to study the interaction between companies that are involved in the production and use of such goods.  However, this emphasis is questioned because the interaction between seafood actors could be more complex than hitherto assumed.  A view that supports this notion is offered by the IMP network approach.  However, the network approach has not been used to study the interaction between seafood actors before.  Due to this, it would be premature to start by saying that the interaction between seafood actors is complex.  Therefore, the first research aim is to document and map the interaction between seafood actors.  This is developed further in chapter three.
The second problem relates to NSEC.  This organisation has been introduced by politicians to carry out a specific marketing task amongst seafood actors.  Its purpose is to influence business exchange in order to maintain or increase the sales of Norwegian fish.  To do this it has been designed in a way that is in keeping with the view that interaction between seafood actors is straightforward.  Therefore, the second research aim is to ascertain how NSEC is affected by the interaction between seafood actors.  Before this can be developed further, a fuller understanding of NSEC’s design is required to see the constraints and enablers of an organisation that has been introduced by politicians.  This is considered in chapter two.
The scale of the inquiry has been limited by focusing on three seafood settings to which Norwegian actors and thus NSEC are related.  These are white fish in the UK, bacalhau in Portugal and farmed salmon in Chile.
  Analysis of the interaction taking place between the seafood actors in these settings makes it possible to see what NSEC has to contend with.  The organisation is used as a tool to understand the different effects that actor interaction can have on a quango and this is reason for the theoretical discussion regarding its design.  In this way, the two parts work together to reveal the complexity of actor interaction, which is the theoretical purpose of the study.  The overarching theoretical framework guiding the study is the IMP network approach.

1.6
Structure of the dissertation

Chapter two deals with the design of the NSEC and concludes with a refinement of the related research problem.

Chapter three examines the neoclassical and IMP views on interaction.  This is followed by the development of the analytical framework which is heavily influenced by both the activity systems business exchange model (Håkansson and Prenkert, 2004) and the resource interaction model (Håkansson and Waluszewski, 2002).  The tool is designed to identify different types of interaction based on the resource adaptations that have taken place.  The chapter concludes with a refinement of the research problem that deals with actor interaction.

Chapter four presents the research method, which highlights the novel elements of the multiple case study design which has been employed.  The chapter forms the pivotal part of the study, especially with respect to the use of cross sectional-like data in a network study.

The case studies are set out in chapters five, six and seven.  Each concludes with a within-case analysis, which identifies traces of interaction in the way certain resources have been adapted.

Following these analyses, it is noted that not all the resource changes come about from the direct interaction between seafood actors.  This is the essence of the cross-case analysis, which is undertaken in chapter eight, and seeks to separate the direct interaction effects from indirect interaction effects.  The findings from this analysis and the development of the actor interaction development model are further discussed.

Based on this specification of interaction, it is then possible to return to NSEC in chapter nine and consider how the organisation is affected by the indirect effects that the seafood actors’ interaction brings about.  This is discussed in relation to the three case study settings.

In the final chapter, the complexity of actor interaction is discussed in relation to NSEC and the actor interaction development model.
2. The design of NSEC 
The purpose of this chapter is to specify the design of the generic marketing organisation by relating it to existing literature.  It is important to present the theory that underpins the organisation because these principles govern NSEC’s behaviour and these need to be considered before the research aim can be refined.  In addition to the design to which NSEC is most closely related, other similar organisational designs exist and these are also presented.  Further, due to the organisation’s relationship with the Norwegian government, the theory of public good is taken up, albeit briefly.  Before the literature review, a short the description of organisation follows which can then be related to the rest of the chapter. 
2.1
Norwegian Seafood Export Council (NSEC)

NSEC is owned by the Norwegian government (the Department for Fisheries).  It was launched in 1991 with the aim of providing a generic marketing service to all Norwegian seafood exporters.  Norway exports over 90% of its seafood, so the bulk of the work is directed towards marketing programmes in existing or potential export markets (see www.seafoodfromnorway.com).  On its website NSEC specifies its main task as “encouraging more and more people from all corners of the world to choose Norwegian seafood”.  This goal may be rephrased to make its economic aim more clear: to raise awareness of Norwegian seafood in a bid to maintain and/or increase the sales of Norwegian seafood.  This it endeavours to do by undertaking a variety of marketing activities, which are listed as marketing and public relations, dissemination of market information, and market access (see www.seafoodfromnorway.com for a fuller explanation).  

At the time of NSEC’s inception, the Norwegian government chose a particular funding strategy which was for all exporters of Norwegian seafood to pay an annual levy on their export turnover.  There is a small annual membership fee as well but the bulk of the money comes from the levy.  This is statutory and thus a legal requirement for all exporters to pay.  These monies go towards the development and implementation of common marketing activities, which include PR, market analysis, collection of market information, and crisis management, which are divided up according to species and export market.  NSEC’s income for 2005 was 186mNOK (c. €24m)
 (NSEC, 2005).  Politicians are also responsible for setting the levy and for appointing the board.
The reason for introducing NSEC relates to fish being an important export for Norway, which accounts for about 5% of total annual exports (www.seafood.no, markedsadgang for norsk sjømat, 2006).  This is small in comparison to the domination of oil and gas (67%), but as a natural resource, it may become very important in the future when oil and gas reserves are depleted.  Additionally, fishing has been a part of Norway’s way of life for thousands of years and is crucial to the country’s rural economy.  It is often a main source of employment in the many coastal villages and towns.  Therefore, in addition to more direct forms of government support, such as subsidies and the minimum price agreement, which means Norwegian processors cannot pay [fishermen] below a certain price for fish, the Norwegian government wishes to provide indirect support in a bid to bolster sales of Norwegian fish in certain export markets.  Support here, it is reasoned, could benefit Norwegian suppliers and in turn Norway’s rural economy.

From this brief description, it can be gleaned that the organisation’s link to the government is important because it affects the way it is funded and the way it is organised.  The government has the power to decide the organisation’s longevity.  The funding structure also means that NSEC is obliged to represent all seafood exporters.  These characteristics mean that the organisation has a particular way of viewing and approaching business exchange and this will be addressed in a moment.  Before doing so, a brief review of the organisation literature is set out below, which deals with organisations that are similar to NSEC.
2.2
Different types of collective bodies
The resource-dependence literature has covered trade associations (Pfeffer and Salancik, 1978; Leblebici and Salancik,1982), voluntarily initiated collective bodies (Stern, 1979/81) and the social service sector (Aldrich, 1976).  Some of this work considers mandated relationships, which can arise from government dictates, but the issue is considered from the view that if a particular service is required then the focal organisation should use a specified company (Aldrich, 1976).  Literature related to institutional theories of organisation (eg Powell and DiMaggio, 1991; Scott, 1991, 1995) has also been interested in a range of organisations that can be associated with the role of developing institutional structures and conferring legitimacy.  The treatment of organisations, such as NGOs and other voluntary bodies, has focused on their regulatory powers (Hoffman and Ventresca, 2002).  Other researchers in this tradition have tackled similar issues through the examination of trade associations (eg Greenwood, Suddaby & Hinings, 2002, Casile & Davis-Blake, 2002) and federal agencies (eg Lounsbury et al, 2002).

Trade associations are not introduced by politicians, although they may be involved in lobbying type activities (Oliver, 1990), but they possess similar traits. Political scientists refer to them in relation to regulatory issues (eg Baily & Rupp, 2006).  For example, trade associations tend to appear when there are many small firms in the market and during times of change: anticipated growth or threat to the survival of the market (ibid, 1990).  They are often discussed in relation to business start-ups and how such businesses can utilise the service being offered by the associations (eg Clarke 2004).  Their introduction during such periods is to provide a formal centralised or hierarchical structure which is designed to aid inter-organisational coordination (Pfeffer and Salancik, 1978).  This is further assisted by the centralisation of information such as market sales, volumes, costs, as well as reports on what other markets are doing.  The sharing of this information is seen to provide market participants with the same material on which to base and coordinate action.  Trade associations have also been seen to have a homogenising effect amongst related firms because industry-wide standards are often drawn up by such organisations.  Any firms failing to meet these standards may lead to a loss of status in the eyes of its potential or existing counterparts (Stern, 1979; Shapiro, 1964).  

Even in her comprehensive overview of relationship types, Christine Oliver (1990) does not deal with organisations that have been introduced by governments.  Mandated relationships are referred to but she draws heavily on the resource-dependence literature for her observations and the issue is not developed further than this (ie the main thrust of the article is towards voluntary exchange relationships).  Indeed, some researchers wonder whether these mandated types of inter-organisational relationships can be studied using standard exchange frameworks since they are not formed under conditions of organisational choice (eg Hall, Clark, Giordano, Johnson & van Roekel, 1977).

IMP researchers have written about policy related matters, for example Waluszewski et al (2005) and Hatteland (2005), but as far as can be determined, neither governmental bodies nor other similar types of organisations have been the focus of an extended, long term study.
  

2.3
Organisations introduced by politicians

To find out about organisations like NSEC one has to turn to the political science literature, where such entities even have their own name.  The name ‘quango’ (quasi autonomous non-governmental organisation) was first used in the UK during the 1960s and was coined to describe certain types of non-governmental organisations (Deacon and Monk, 2001).  This is not to say that the quango is a recent phenomenon, as examples of such entities can be found in Europe dating back to the 17th and 18th centuries (Greve, Flinders & van Thiel, 1999).  Since the 1960s, however, it has become a widely used expression due to the proliferation of such organisations during the 1980s and 1990s (van Thiel, 2004).  This increase corresponds with the fragmentation of the state (Sperling, 1998).  Although the name originated in Britain, these organisations are found in most industrialised countries (Greve, Flinders & van Thiel, 1999).

Many different kinds of quangos exist (Massey, 1997).  They are introduced to administer a range of different tasks, such as deliver key services, regulate institutions, promote good practice, or facilitate institutional and public partnerships (Deacon and Monk, 2001:28).  Quangos are non-elected bodies (the public does not vote for them) introduced by politicians.  Their remoteness from government can mean that once established they continue until they are finally deemed no longer useful
 (Greve et al, 1999).   

Quangos are often publicly funded, undertaking one or two public policies, while operating at arm’s length from central government (van Thiel, 2004:176).  The degree of autonomy depends on the assigned [statutory] task and the way in which the quango is funded.  In the situation where monies come directly from the sponsoring ministry, the state can affect what the quango does by, for example, controlling the amount of money made available (Pliatzky, 1992:559).  Quangos may also be funded by a combination of public and private means (eg consultancy work or other services undertaken in return for a fee) or, which relates to NSEC, by the industrial firms it supports.  The latter method requires politicians to mandate a sum of money from each of the involved business enterprises.  This is usually done in the form of an annual levy based on turnover.  The money is then used to finance the particular task(s) the quango has been assigned.  Such a funding structure suggests that of the three funding methods, this type of quango has the greatest autonomy
 from government (privately raised funds are rarely sufficient on their own for the task to be carried out).  This does not, however, provide it with the freedom to do as it pleases (van Thiel, 2004) and this places certain constraints on the way it can interact with the actors which are being supported, regulated, and so on. 

Since quangos are introduced to carry out specific statutory tasks, they often have access to significant resources – eg financial, capabilities and information – and have important roles to play (Delmas and Terlaak, 2002).  This, together with their increasing ubiquity, can be understood more easily when it is specified that the UK’s collective annual budget for quangos in 1996 was £60.4bn (Deacon and Monk, 2001), while in the Netherlands quango budgets amounted to €109bn in 2004 (Hoek et al, 2005).  One characteristic that applies universally to quangos is that they are designed to influence.  Some focus on influencing companies in a particular industry, such as regulators (watchdogs), while others are designed to influence businesses considered to be customers or potential customers of the companies they represent.  

Quangos found in specific industrial areas carry out certain tasks, such as service delivery, licensing, policy advising, regulatory and coercive (policing) elements (Massey, 1997), as well as representing the interests of certain social and cultural groups, supporting private enterprise and promoting pro-social values and practices (Deacon and Monk, 2001).  The boards of these organisations are appointed by the ministry to which they belong or are sponsored by.  It is the presence of a board that gives a quango greater freedom to initiate and perform tasks than a government agency (Pliatzky, 1992; Sperling, 1998, wikipedia.org, 2005).  It is due to the executive nature of the service that politicians believe it is appropriate to devolve responsibility to a single purpose organisation, which is considered to be better placed to handle and execute the agreed task (Pliatzky, 1992; Massey, 1997).  Therefore, these organisations can be seen to have greater flexibility and mobility than the government itself. 

More recently certain quangos have been referred to as non-departmental public bodies (NDPB)
, which can have judicial, advisory or executive roles (Massey, 1997).  The term was introduced by British politicians in 1980 (Pliatzky, 1992) in a bid to alleviate some of the confusion surrounding the differences between government agencies (ie staffed by civil servants and therefore still part of a ministry) and those bodies that are introduced by politicians but staffed by people from industry (ibid).  It is also noted that this specification had the happy coincidence of the British government being able to state that numbers of quangos had been reduced (Greve et al, 1999; Deacon and Monk, 2001).  In spite of the NDPB specification (see also van Thiel, 2004:177), the term quango is still used, which Pliatzky (1992) is attributed to the catchiness of the acronym.  Catchy acronym or not, this study has chosen to stay with the term quango because it more widely recognised than NDPB (van Thiel, 2004).

2.4
Quangos and business exchange

While the political science literature has written extensively about quangos, it has not been especially concerned about how these organisations relate to other business actors – either those they represent or are trying to influence.  In trying to amalgamate the varied discussions on quangos, one could say that they tend towards the connections between parliament (politicians or specific departments) and the organisations themselves and the role they play, but as seen from the stance of the state.  For example, in Hoek et al’s (2005) article on accountability, the quango’s public accountability is split into four parts: vertical (ministry), internal (board), social (society) and customer (actors to whom service is provided).  The article only deals with the first three.  Social accountability is the nearest the discussion gets to considering how quangos and their ‘customers’ relate to one another.  Accountability in this respect is covered with reference to the annual reports which most quangos have to prepare these days and it is acknowledged that the non-financial aspect of the reports may not be as comprehensive as it could or should be (ibid).  

According to van Thiel (2004), politicians perceive business enterprises to be rational, in that they pursue goals as a means of achieving their optimum expected utility.  This belief naturally has an effect on the way in which the quango is designed.  Governments tend to imitate one another (van Thiel, 2004).  As the state becomes less involved in the day-to-day execution of certain policies, quangos become more numerous (ibid).  Legitimacy is gained and the reliance on bureaucracy to implement policy is reduced and may become a thing of the past (ibid).  Thus, van Thiel asserts that one reason for introducing a quango could be trend based rather than a rigorously thought through way of introducing and maintaining policy.  This focus on rationality crops up in Ostrom (1999) where she notes that one of the most established models used in institutional analysis [in relation to understanding the potential effect of public policy] is that of homo economicus, which has been developed in neoclassical economics.  She stresses that the model has been criticised and re-evaluated
 but in the end she suggests that this model is still useful in the study of highly competitive, commodity focused markets, if one wishes to predict outcomes. 

What is interesting is some of the less widely discussed debate that has been sparked around whether quangos are political vehicles designed to infiltrate markets (Pliatzky, 1992) – ie they are seen as politicians’ attempt at intervening still further into the machinations of the market economy.  Although this concern is not taken up in any great detail by Pliatzky, it does highlight the point that quangos provide the government with a more flexible organisational form with which to carry out specific policy tasks.  With this, the quangos’ influencing role (eg as a regulator or licensing entity, or even as a service deliverer, where it may be a central source of information) suggests that the government wishes to intervene but in a less overt way than through the implementation of a policy.  Businessmen flag this indirect approach by the government to be of some concern but business literature has paid scant attention to the quango.

The way politicians choose to fund the quango also affects the organisation’s design.  As mentioned earlier, quangos funded by levies are seen to have greater autonomy.  However, although direct day-to-day interaction with the responsible ministry may be diminished, the quango remains bound by political statutes and this means that politicians have the power to increase/decrease funding or abolish the organisation as they see fit.  Politicians are responsible for specifying the levy and thus the money secured for the task is a tax (Myrland and Finnucan, 2005). 
  
A further distinction between a quango from a firm is the theory of public good and this is taken up next.
2.5
Theory of public good

Organisations that fall under the classification of public good are those which “are expected to further the interests of their members” (Olsen, 1971:6 italics in original).  The point of such an organisation is to promote the common interests of a certain number of related entities, which can be referred to as groups of individuals.  In this current study, the groups of individuals are firms.  A representative organisation is only necessary when the action(s) undertaken by a single group of people or a single person cannot generate the required outcome.  Firms that belong to a representative body will have both common interests and those which are completely at odds with other members and, quite likely, at least some of what is being promoted.  

Firms in a competitive market are interested in attaining a higher price for their products but since such a market must have a uniform price, no one firm can get a higher price for itself without all participants achieving the same price.  Such a firm is also interested in selling as much product as it can (“until the cost of producing another unit exceeds the price of that unit” (Olsen, 1971:9)).  This interest opposes those of the other market participants because as soon as the other firms start to sell more products, the price falls and revenues are decreased.  

If the market is in disequilibrium where price outweighs marginal costs, firms will seek to increase output.  This aggregate increase in output has the effect of decreasing the price (assuming it is inelastic), and the total revenue for the industry will decline, which is at odds with the common interest.  Firms in a competitive market act together to reduce overall profit because, by definition, “each firm is so small it can ignore the effect of its output on price” (ibid:9).  Each firm therefore considers it to be advantageous to increase output (to the point where marginal cost equals price) despite the combined effects this has on the overall standing of the industry.  If a single firm sees this fall in price and reduces its output, it will lose even more money because it is just one of many participants and its individual action will not have an effect on the market as a whole – ie the price remains low in keeping with the aggregate state of the market and so the firm receives a lower price for fewer products.  Thus even though overall revenues are reduced by the increasing output behaviour, each firm manages to maximise its profits given market conditions.  
Although the participants have a common interest in gaining a higher price for the product, it is in the individual firm’s interest for other firms to take on the associated costs of gaining this increase.  The only thing that stops prices from falling in accordance with this notion is external intervention, for example, government tariffs, subsidies, or other agreements.  But how is such intervention gained?  One way is for a lobby group to be set up so as to raise the government’s awareness of what was happening in the industry.  Whatever way this activity is looked at additional costs will be incurred, with them being greater or smaller depending on how difficult it is to win favour.  Although the firms in the market are interested in gaining a higher price, individually they are interested in minimising their own costs so therefore it would not be rational for the individual self-interested firms to pay for such a service.

This is an important cornerstone in the theory of public good because it underpins the presence of, and fixation on, the issue of free-riding.  This is the condition where certain firms gain the benefit of the collective good without incurring any of the costs.  It is the competitive market assumptions that make it possible to determine that firms have common interests because they are understood to produce the same product(s).  Once this has been established, together with the notion that all firms are self-interested and seek to minimise costs (as above), it is rather inevitable that this view will permeate the design of an organisation which has been set up to deliver a public good.  The lobby group example is not quite the same as a government’s decision to introduce a quango to deliver an important coordination task, but the thinking behind its existence is the same.  The public good is available to all related bodies or firms.  But how can free-riding be prevented given firms’ mixed interests and their inherent desire to minimise costs?  
A range of measures can be introduced and one is to make membership of the collective organisation compulsory.  This type of enforced participation is not usually associated with a trade association.  The quango on the other hand has the advantage of being aligned with the government and this makes it possible for membership to be mandated by introducing specific statutes.  This ensures that firms in a certain industry are legally bound to pay a percentage of their turnover – dependent upon the aim of the public good – to finance the task.  This is done because it is believed that all parties benefit from the service provided and that unless financial support is coerced some firms will not contribute, thereby free-riding on the back of what others have paid for.

2.6
An organisation designed to influence business exchange 
Both the discussion about the quango and the theory of public good are founded upon microeconomic principles.  Both indicate that firms operating in a ‘free market’ can be ‘helped’.  These assumptions lie at the heart of NSEC’s design and based on the above discussions NSEC is a quango.  It is NSEC’s design, therefore, that is being considered in relation to the interaction between seafood actors. 
Before fine-tuning the research problem that relates to NSEC, a summary of the chapter is required.   Figure 2.1, which is based on what has just been outlined, shows that politicians have a specific view of business exchange that is heavily influenced by a marketing model based on perfect market principles.  This makes it possible to conceive that certain parts of the market can be influenced by the implementation of generic marketing activities.  To prevent free-riding, all exporters pay a statutory tax each year based on a percentage of their total export turnover.  This in turn means that the work NSEC carries out should represent all ‘members’.  The aforementioned market view makes NSEC’s task feasible.  It allows it to be involved in a number of different countries with the goal of increasing and/or maintaining awareness of Norwegian seafood, which should have the effect of increasing and/or maintaining demand for Norwegian seafood.  This is a rational aim based on this market understanding of business exchange.  As long as the empirical interaction between seafood actors corresponds to the predictions of theory, NSEC should be able to execute its goal relatively unhindered.  
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Figure 2.1: NSEC’s design based on a market view of business exchange

However, if the interaction between seafood actors is more complex
 than the politicians have assumed, NSEC would be expected to be affected in a way that cannot easily be explained by this market view of business exchange.  This complex interaction is specified as taking place in a network.  If NSEC is trying to influence interaction in a network rather than a market, it is posited that the interaction between seafood actors will greatly affect what NSEC is or is not able to do in terms of carrying out its task and realising its goal.  This relates to how the interaction between seafood actors either enables or constrains NSEC’s activities.  In this view, NSEC is not seen to be initiating activities of its own accord as an autonomous entity.  It responds to what is happening and adapts accordingly.  However, NSEC’s design remains unchanged.  It retains its rule-based design (bound by legal statutes) whilst being involved in a network, and this is what makes it possible to pinpoint certain challenges.  The research problem is presented in figure 2.2. 
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Figure 2.2: NSEC is trying to influence interaction in a network, not a market
Now that both the market and the network have been mentioned, with the implication that interaction has different meanings depending on which perspective is being used, the next chapter sets out what the concept of interaction looks like from both the neoclassical [market] and IMP Group [network] perspectives.  This will lead on to the development of the analytical framework, which will be designed to make it possible to study the interaction between seafood actors and to see what this complex interaction looks like. 
3. Interaction in markets and networks

The previous chapters have suggested that interaction can mean different things.  The two types that have been in focus indicate that one has a very precise meaning, while the other sees interaction to be a much more complex process.  However, before an analytical framework can be developed to make it possible to study interaction, it is necessary to consider the nature of interaction.  Politicians are presented as having a certain understanding of how business exchange is conducted.  This is equated to a marketing model which is underpinned by neoclassical assumptions.  The theory of public good is also derived from a similar base point.  Given that these assumptions are embedded in the design of the quango, it is important understand how the market and network views differ on the matter of interaction.  The following discussion is therefore split into two parts: one that concentrates on the neoclassical market and the other which looks at how IMP Group researchers see interaction in the network. 

The neoclassical view of interaction is discussed first.  An outline of the interaction characteristics is developed by referring to the works of both proponents and non-neoclassical economists.  No specific aspect is explored in depth because the aim is to highlight theoretical assumptions which continue to underpin much of mainstream marketing.  This is done to establish the difference between the notions of market and network, which is important with regard to the way in which NSEC had been designed, as well as emphasising that simple, isolated transactions should not be dropped from how one views interaction.  This latter note refers to one of the new categories of interaction that in included in the analytical model.  
Following this, the views of IMP Group researchers are presented.   The aim is to show how the field has handled the concept of interaction since the late 1970s.  This is done by tracing the development of a number of important IMP models and seeing how interaction has been discussed in relation to resources and technology.  Interaction has a specific meaning when tied to IMP network literature.  It assumes the involvement of two or more actors and that resources change as an outcome of the process.  However, business exchange and interaction have been presented as being synonymous (eg Håkansson and Prenkert, 2004) and, as a result, the term interaction is used here to facilitate both the neoclassical and IMP network discussions.
  The chapter concludes with the development of the study’s analytical framework.  
3.1
Interaction in a market

The market is discussed in relation to commodities, which is not only relevant to the subject of this study, but also because market discussions are often related to these types of products.  The picture of the market outlined here builds on some of the themes which were raised in chapter two.  It is widely recognised that the neoclassical view of the market underpins much of today’s economic and marketing theory (Ekelund and Hébert, 1990; Krugman, 1991; Uzzi, 1996; Håkansson and Waluszewski, 2005) and this is one reason for its presence in the views of captains of industry and politicians.  Previously, researchers have sought to illustrate the differences between the IMP network approach and, for example, transaction cost economics (eg Johansson and Mattsson, 1987) and the marketing mix (eg Mattson, 1985; Håkansson and Waluszewski, 2005), which deal with aspects of market failure.  Neither of these views, therefore, are particularly synonymous with the notion of commodities because both would assume that such objects would be better handled through the market.  
This is why, for the purposes of this study, it is appropriate to consider a neoclassical understanding of the market, where price coordinates firm activities, because such principles underpin many fish market analyses (eg Jin et al, 2007; Myrland and Kinnucan, 2005; Kinnucan et al, 2003; Asche et al, 2002; Asche and Hannesson, 2002; and Wellman, 1992).  For more nuanced, institutional concerned analyses, see Bestor (2004) or where other commodities have been considered, see Levin (2005) and Levin and Espeland (2002).  Before taking up the neoclassical view, an understanding of what commodities are is needed.   

3.1.1
Commodity

Commodity, in the sense of some economics scholars, can be broader than the way it is interpreted here and more generally by industry.  Jevons defined commodity as ‘an object, substance, action, or service which can afford pleasure or ward off pain’ (Ekelund and Hébert, 1990:358).  This was in relation to his proposition that ‘humans seek to procure the greatest amount of what is desirable at the expense of the least that is undesirable’, but to make the assertion more objective it needed to be linked to something more concrete – the commodity (ibid).  However, despite its wide applicability, it is certain that Jevons’ use of the term still encompasses the same homogeneous dimension as Marshall’s (1936/1991) use of the word.  He views commodities, such as coal, corn, sugar, cotton and so on, are treated as simple products with little variation.  Marshall (1920) even uses a fish market to show how time is dealt with in economic analysis.
  This emphasis on simplicity is echoed in the statement: “…we assume that the objects of choice, either commodity bundles or lotteries, can be unambiguously and objectively described…” Manchina cited in North (1990:18).

Fish is considered to be a commodity and commodities are special types of products with inherent characteristics that distinguish them from other types of products.  Commodities are goods that are perceived to have very little variation or qualitative differentiation (Levačić, 1991).  They are sometimes referred to as primary products because they are frequently used as base raw materials in the production of other goods.  Commodities vary in size and types/species (Trondsen and Young, 2006), but the variety is something that occurs naturally (notwithstanding man’s influence on naturally occurring variation).  This ‘lack’ of variation can result in commodities being referred to as being homogeneous.  The markets on which commodities are traded are often put forward as being the closest empirical representations of the perfectly competitive market model and have been described as markets which are ‘highly competitive’ (Nellis and Parker, 1997).

3.1.2
Characteristics of interaction in a neoclassical market

A market coordinates the voluntary exchange of goods and services between two parties at a known price (Levačić, 1991).  In addition to being situated in a fixed location, markets exist spatially across regions (Marshall, 1936/1991), which can be extrapolated to mean across countries as well as the world.  For this reason, and a related theoretical assumption, it is deemed that the firms involved in the exchange may not be aware of each other’s existence (Levačić, 1991), and do not have to be for a transaction to take place.  The fundamental condition needed for the existence of a market, whether perfectly competitive or monopolistic, is the “impersonal relation between buyer and seller” (Uzzi, 1996:676).  “Research in economics and sociology assumes that the exchange system against which other organising forms are measured is the idealised atomistic market, which links actors through arm’s length ties” (ibid).  Buyers and sellers are therefore seen as being independent of one another.  This autonomy means that firms conduct internal matters as they see fit (Milgrom and Roberts, 1992), which is in part the reason why it is assumed that the sale/purchase of a good does not have an effect on either the seller or the buyer.  Stating the process of to buy and to sell in this way draws attention to the discrete transaction, which is the unit of analysis in economic organisation theory (ibid).  This of course puts us beyond the neoclassical view, which emphasises the individual rather than the firm.  However, the fundamentals are equally applicable because organisations are made up of people and they determine what and when action happens.  Production costs are emphasised and this naturally places the focus of attention on the producers/sellers of goods.  The users or those firms which wish to buy the product are thus de-emphasised (Milgrom and Roberts, 1992).  

Time exists in the market model but its existence complicates matters and thus it is considered to be one of the main difficulties in economic investigations.  Thus, factors deemed to be outside the main goal of the analysis (often short and long run) are placed within the helpful confines of the term ceteris paribus (all other things being equal).
  This removes the unwanted complexity of an extended time horizon (ie continuous change) (Ekelund and Hébert, 1990).  Such an observation sets up the neoclassical focus on stability in the market, in that prices and/or quantities are at or near equilibrium.

Price is the main signalling mechanism so that if the price of a product is high (relative to production costs), sellers will produce more, while in the event of the price falling, less will be produced (Levačić, 1991).  In essence, price is seen to be all the information that participants in the market need in order to make ‘efficient use of the available [scarce] resources’ (Milgrom and Roberts, 1992).  That price contains everything a market actor needs to know requires that there be little or no variety between the participants.  For practitioners or researchers, price theory is used to assist the understanding of how the decisions of individual participants in the market interact with one another to generate the forces which compel changes in the price, the outputs, and in methods of production and the allocation of resources (Krizner, 1973).
  Information is acquired by participating in the market (ibid) and it is understood to signify variety (Buckley, 1967).  Prices guide people’s plans and actions, and these enable resources to be allocated efficiently.  The resulting outcome is what prices are based upon (Milgrom and Roberts, 1992).  In this way, neither consumers nor producers need to know why the prices have changed to be able to adapt to changing circumstances efficiently (ibid:67).  The model of perfect competition lies at the heart of price theory (Krizner, 1973) and it is argued that it is price theory is what has primarily informed the construction of the market (eg Snehota, 2004).  Despite the criticisms the model has received, perfect competition has not been dislodged from it preeminent position (Krizner, 1973).
 Alternative models, which have subsequently been developed in light of various criticisms, are not deemed to be especially helpful either because they are based on the main assumptions of perfect competition (ibid).  Krugman (1991:78) adds to this by saying that “[e]conomists… [tend] to regard the idealised model as giving a basically correct view” and this reflects both a judgement about reality and the fact that it is not easy to “describe precisely what difference deviation from perfect markets make[s]”.  

This also indicates the conceptual nature of the market (Snehota, 2004) and is a reason why the concept encounters so much criticism.  However, irrespective of these concerns, the field of marketing derives from microeconomics and thus many of the different schools that have developed over the years continue to be underpinned by neoclassical assumptions.  One group of marketing researchers that has questioned these assumptions is the IMP Group.  Having set out the neoclassical perspective, which precedes all notions of interaction and is the start point from which variation can be seen, the IMP Group’s understanding of interaction is now addressed.

3.2
Interaction in a network

This section uses the development of various IMP interaction models as a means of presenting a discussion on what network interaction might look like.  The structural dimension has been a focus in many IMP studies because it is generally seen to be easier to talk about tangible items (Halinen et al, 1999)
 and thus the basis of the discourse is rooted in these works.   It is also key to understanding interaction because interaction enables resource adaptation and from the change in the resource it is possible to fathom an otherwise abstract phenomenon.  The models are worked through in chronological order and are based on selected content from the books in which they appear.  The aspects taken up are those that help to put the analytical model into context, which concludes the chapter.  The words ‘change’ and ‘adapt’ are used interchangeably, which is in keeping with for example Håkansson and Waluszewski (2002).  (See also Roget’s 21st Century Thesaurus, 3rd edition (2009) where the words are listed as synonyms.)

3.2.1
The interaction approach

This part of the discussion is based on the 1982 book,
 edited by Håkan Håkansson, which formalised the IMP Group’s challenges to mainstream marketing.  It is not possible to cover all the themes in the book because they are numerous and not all are relevant to the theoretical background being developed here.  However, it is hoped that the main considerations regarding interaction have been brought forward so that a basis for the concept is produced.  

The interaction approach forms the precursor to network thinking and it is evident from the way the material is written that the network already exists even though it is not explicated as such.  For example: “Our focus is generally on a two party relationship, but the approach can be applied also to a several party relationship.  This, indeed, may be necessary to accommodate the study of the simultaneous interactions between several buying and selling companies in a particular industry” (Håkansson, 1982:14).  There is also the note that the interaction between one buying and one selling firm cannot be studied in isolation, since the relationship between two parties is understood to be one of many in any given market (ibid:20).  Although the description of the environment relates closely to a different, newer institutional understanding of the market, there is no denying the implicit beginning of what would become the network.  As stated though, the basic unit of analysis is the dyad, which remains important to current discussions about interaction (eg Anderson et al, 1994; Forsström, 2005).

The interaction process is made up of episodes (short term exchange) and relationships (long term exchange).  In terms of how the IMP network approach has developed, it is the thoughts concerning social exchange which are of most interest – “…successive social exchange episodes gradually interlock the two firms with each other” (Håkansson, 1982:17).  This is then seen to be the bedrock upon which [long-term] relationships are formed.  Another important note made is that “information and social exchange between parties can continue for a considerable time without there being an exchange of product or money (ibid).”  Another feature of long term interaction is that interacting parties are observed to make adaptations and although such changes by one or other of the firms may happen unintentionally as the relationship develops, it is noted that some of these changes are also made intentionally.

Thus, interaction is viewed as something that can be directed by the interacting parties and has purpose or an aim.  This is particularly so in relation to technologies where interaction is deemed to be a process that aligns the producing unit’s technology with the technological requirements of the using unit.  It is the characteristics of the two technological systems that determine the conditions for interaction (Håkansson, 1982:18).  This is followed by the statement: “The relationship is influenced by the characteristics of the parties involved and the nature of the interaction itself (ibid:21).”  Such a statement may mean something else now after 25 years of IMP research.  It certainly fits with a network view of interaction.  However, it is not something that can be easily seen if a single dyad is taken as the unit of analysis and is coupled to an underpinning theory that rests on certain, difficult-to-dismiss neoclassical principles, which are evident in transaction costs economics (Johanson and Mattsson, 1987).

The variables that are grouped together by the concept of the atmosphere “describe the results of previous interaction as well as the starting points for future interaction” (ibid:277).  It is also pointed out that these variables are more than summarising concepts: their existence relates the other variables (which are included in the three other groups: the interaction process, the interacting parties, and the interaction environments) to each other.  Each of the four groups is discussed in its own right but for the purposes of this exercise, only the interaction process will be dealt with.
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Figure 3.1: classification of interaction processes (adapted from Håkansson, 1982:278)

The case studies show that interaction processes vary.  The two dimensions which are seen to underpin the interaction process, episodes and relationships, are split up further to produce a 2x2 matrix (see figure 3.1).  Situations that are characterised by simple episodes and limited relationships signify the classical model of exchange, where buyers are free to switch between suppliers.  The next exchange scenario, which is characterised by complex episodes and limited relationships, is described as a relatively new exchange relationship, where the parties have spent time getting to know each other.  The duration of the relationship remains unknown and therefore it is suggested that considerable problem solving and organising effort by each party is required in the individual episode in order to inspire trustworthiness.  
Exchange situations defined by simple episodes and extensive relationships are considered to be common occurrences.  In this type, the time horizon is longer; not all problem solving has to take place in one episode as it is known with some degree of certainty that ongoing exchange will continue between the involved parties.  Routines, in terms of how things are done, are thus developed to improve the ease with which the firms can interact.  The routines simplify the episodes (from the complexity depicted in the aforementioned situation) but may have a negative flipside because they allow problems to be overlooked or handled by inappropriate personnel.  In the final category, complex episodes and extensive relationships, the implication is that some kind of close cooperative type of relationship exists and that solutions for problems emanating from elsewhere are sought from the relationship itself.  In this way, the relationship can be seen as a resource which can be exploited, although this is not explicated in the original text.  

This early attempt at defining and categorising interaction will be returned to later in the discussion, especially in relation to the development of the research tool which is designed to categorise interaction.  One critical insight from the interaction model is the emphasis on social exchange and its important role in the overall exchange process.

3.2.2
The network interaction approach – activities resources actors (ARA)

The ‘network approach’ seems to appear for the first time in a working paper by Håkansson and Johanson in 1984.  Other important works leading up to the publication of the 1995 book
 (Håkansson and Snehota), where the ARA model is developed further, include Håkansson, (1987), Håkansson and Snehota (1989), and Axelsson and Easton (1992).  The latter’s collection of works is more varied, covering a wide range of themes which relate to presenting an overview of how the network approach has evolved.  That the collection is less cohesive is acknowledged in the preface when it is noted that authors had originally been invited to write on any topic they wished.  Although the end product is a much more cohesive body of writing than the introduction suggests, the reader is not treated to the same linked passage through the book as in other projects.  This observation relates to the way the text is treated here, where selected aspects of the aforementioned books are taken up.  As in the previous section, the treatment of interaction is considered in relation to products and technology, with the same aim of presenting the development of interaction.

Håkansson’s (1987) book
 raises a number of interesting themes that indicate a development of the interaction concept.  Resource mobilisation, resource coordination and cooperation are stressed early on.  The interaction approach (Håkansson, 1982) is addressed under a section entitled ‘relationships’.  Its role in this context is to identify previous related research and to build a foundation for the forthcoming discussion.  Included within the same section is an extended discourse on relationship duration, function and content, and the importance of relationships as resources.  With regards to content, the exchange that takes place in a relationship comprises two important dimensions [in addition to economic]: technical and social content.  The former includes technical information and knowledge, as well as related activities such as adaptations being made to the production
 process and products.  Social content consists of the exchange of ‘social symbols’, which includes friendship, mutual trust and the development of confidence between the interacting parties.  Concluding the overall section is the acknowledgment that the existence of relationships means that firms cannot be treated or viewed as independent entities.  It is therefore posited that since the opportunity for a more cooperative type of interaction exists (Håkansson, 1987:13), the concept of a network might offer a more instructive way of understanding certain business exchange, rather than the widely used atomistic market model.  
The inspiration behind the network comes from social exchange theory (eg Cook and Emerson, 1978) where the exchange network is defined as “a set of two or more connected exchange relations” and further, “two exchange relations are connected to the degree that exchange in one relation is contingent upon exchange (or non-exchange) in the other relation” (ibid:725).  The connections can be either positive (one relation is contingent upon exchange in another) or negative (where a relation is contingent upon non-exchange (ibid) – eg two competing suppliers are related because they share the same customer (Johanson and Mattsson, 1992)).  The recognition that networks can be typified by both exchange and non-exchange relations is echoed by Easton (1992:23): “even those firms judged as market competitors by traditional standards, being indirectly linked through customers, may find themselves cooperating in order, for example, to develop new products as a benefit for the network as a whole.”  Despite the differences between the two research fields, there is no doubting the important contribution social exchange theory has made to the IMP’s network interaction approach (Easton, 1992).    

The interaction between two business entities cannot happen in isolation (Håkansson, 1992).  There are other actors that are directly or indirectly involved and interaction is conducted with awareness of the counterpart’s relationships with other companies (ibid: 129).  Additionally, a distinction is drawn between the interaction through which the network as a whole develops and the individual interactions that take place therein.  This is later specified as the structuring effect in the network that is brought about by the [unique] problem solving interactions between companies (ibid:138).  The culmination of the chapter’s discussion, based on actors, activities and resources, is that interaction over time creates the network’s structure through resource adaptation.  

Such a formulation, together with inspiration from social exchange theory, provides an indication of how the ARA model came to be.  Three classes of variables are specified: actors, resources and activities.  These variables are defined in relation to each other, which indicates a development from the interaction approach where there are four groups of variables, with the ‘intervening variables’ of the latter group (atmosphere) being the ones that relate the other groups of variables to each other.   Very briefly, it is stated that “actors perform activities and/or control resources within a certain field”; “resources consist of physical assets (machinery, material etc), financial assets, and human assets (labour, knowledge and relationships), and that transformation resources and transaction resources are mutually dependent”; and “activities are performed by the actors which means that resources are combined, developed, exchanged or created through the use of other resources” (Håkansson, 1987:14-16).  Each group of variables is considered to be a network in its own right and together they form the network in which actors exist.  Binding the three groups of network variables together are a number of important structural dimensions, including interdependence, power, knowledge and time.  The basic model is shown in figure 3.2.  
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Figure 3.2: basic structure of the ARA model (Håkansson and Johanson, 1992:29)

The resource dependence view (see Pfeffer and Salancik, 1978), which differs from the IMP network approach, with its single firm viewpoint, was a source of inspiration for the 1982 book and so can be seen to be part of the network interaction approach as well.  Its emphasis on a firm’s need to access ‘scarce resources’ is proffered as the reason why firms seek to work closely with counterparts.  This theoretical development means that resources are seen to be instrumental in determining organisational behaviour (Axelsson and Easton, 1992).  Viewed in this way resources are dependent upon each other: “the outcome of the use of one resource is dependent on how another is used” (Johanson and Mattsson, 1992:206).  They are heterogeneous and the more specialised they are the greater the dependencies become between actors (Johanson and Mattsson, 1992).  Resource specialisation does not happen because of some sudden technical imperative.  Resources reflect the consequences of previous use and adaptation for the purposes they were required to serve (ibid:207).  Such a discussion gives rise to the notion of interdependency.  

There is a growing emphasis on resources and their behaviour-shaping ability.  Business relationships are of course particularly important resources.  Even in the 1992 book,
 when ‘networks as process’ is discussed, the subject diverts to the relationship.  For example: “Two dialectical processes in networks are competition and cooperation.  The picture of relationships provided by the network approach emphasises cooperation, complementarity and coordination…” (Easton, 1992:23).  The topics preceding ‘process’ are relationships, structure and position, so it seems natural for ‘process’ to become an extension of the structural tone.  What seems to be happening in these developments of interaction is that emphasis on the resource, in particular the business relationship, leads the discussion away from process.  This is because it is inherently easier to discuss something structural or tangible (Ford and Håkansson, 2006a).  While this emphasis is deliberate and valuable, in that relationships are a cornerstone of IMP research, it is certain that underplaying interaction was not the intention of this work.

The aforementioned books, especially Axelsson and Easton (1992), are quite broad in their subject matter even though the theme is related to networks.  The 1995 book (edited by Håkansson and Snehota) focuses on business relationships.  This greater depth seems to reflect the passing of time and the development of the approach.
  No attempt is made to précis the richness of the book, especially when the key theoretical concepts are so closely interlinked to the empirical base from which they have been derived.  However, as with the previous presentation, the discussion will be related to the treatment of interaction in relation to resources.

The most striking feature is the use of the term ‘relationship view’.  This stems from the book’s purpose, which is to develop the concept of business relationships and, further, what this means in the context of the network to show the complexity of the relationship structure.  The connectedness of business relationships is thus one important theme that emerges.  The business relationship is described as something that ‘characterises interaction’, which is seen to be ‘broader and thicker’ than economic transactions which centre on a given product (Håkansson and Snehota, 1995:20).  “One reason why we choose the notion of relationship [for the] analysis of intercompany interaction is that it evokes the concepts of mutual orientation and commitment over time” (ibid:25).  The concept of interdependence also applies to this statement.  However, it is possible to argue that the notion of relationship can also have a wide interpretation in terms of duration, commitment and interdependence.  This point is returned to later in the book on page 331 and it means that the relationship concept is imbued with characteristics which are deemed to be important to IMP research.  Therefore, in order to analyse these complex structures, business relationships are considered on two dimensions, ‘substance’ and ‘function’,  so that one can see ‘what’ and ‘who’ is being affected by the relationship.  
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Figure 3.3: development effects of business relationships (Håkansson and Snehota, 1995:45)

The substance of any relationship is made up of three layers: actor, resource and activity.  These layers are connected through particular mechanisms – activity links, resource ties and actor bonds.  Figure 3.3 depicts the complete model.  Briefly, the relationship links the parties’ internal activities, resources are connected through the relationship which forms ties between the actors, and bonds are created between the actors which determine how the parties perceive, evaluate and treat each other (Håkansson and Snehota, 1995:26).  The distinction helps to untangle the various elements which define a relationship and enables the consideration of the closely intertwined nature of each layer.  The layers are interdependent and they are used to characterise the nature of a relationship between two companies.  The interplay between the layers permits change.  

The relationship, in terms of its role and the effect it has elsewhere, needs to be understood in relation to the individual company, the dyad and the network.  These layers constitute the function dimension of the relationship.  Later, the connecting of links, ties and bonds is referred to as the networking process and this leads to change over time (Håkansson and Snehota, 1995:270).  This lends itself to a discussion regarding endogenous change within networks, which can be interpreted as a result that comes about through the interaction between involved actors and it is this that affects the network structure.  Exogenous change, eg macro economic conditions, government regulation, is also present but these changes are combined with what is going on between interacting actors, which means that they do not influence the actors uniformly (ibid:272/3).

The issue of efficient resource utilisation also appears.  In network terms, “resource utilisation [should not be] confined to exploitation of given resources for given purposes” (Italics added, Håkansson and Snehota, 1995:383).  This is because it is difficult to treat resources and purposes as given when interaction takes place over time and resources are seen to be utilised as particular situations arise from this interaction.  Thus efficiency is understood by treating resource utilisation as a dynamic process.  Although relationship costs may be high at the outset of the development, actors organise business exchange in this way to become more cost efficient over time (ibid:382).  Connected to this notion of resource combining to gain efficiency is the effect it has on the company, the dyad and the wider network (third parties).  An early discussion concerning network effects can thus be discerned.  It is noted that “[a] change will be perceived as influential either when it has an obvious direct effect or if there are major indirect effects so that a number of other actors adapt to it....most [third parties] affected in a negative way will react while those being positively affected can react, but this is by no means certain” (italics added, Håkansson and Snehota, 1995:389).  Perhaps more clearly, direct effects from the relationship are seen to affect the company and the dyad, while indirect effects are understood to affect the network (ibid:44-45). 

A few paragraphs cannot convey the complexity of this model.  However, the emphasis on the business relationship, especially in the early part of the book, diverts attention away from the notion of interaction.  As indicated before, this is not to say that interaction is less important – for example, “relationships are developed from interaction processes” (ibid:273).  It is just that the relationship is the focus of the discussion and this naturally affects the way interaction is handled (see Håkansson and Snehota, 1995:25).  

3.2.3
Resource interaction

The 1995 book specifies that it is dealing with important business relationships, defined as those business relationships which account for 5% or more of a company’s total sales or purchases (see page 11).  This is a crucial point to make with regards to influence in the network.  However, the emphasis on relationships tends to give the impression that change and development within industrial networks can be best understood by taking a ‘relationship view’.  Concern about this helped to inspire the development of the resource interaction model (Håkansson and Waluszewski, 2002).  Technological development is not always deliberately influenced by the involved parties.  ‘Passive adaptations’ are also made in a bid to survive (ibid:4) or, as articulated elsewhere, adaptations are something that can be done either consciously or unconsciously.

Resource combining and resource heterogeneity feature in other interaction models but they are brought forward in the development of the resource interaction model.   Both concepts rely heavily on the notion of a thicker type of interaction: “the empirical research object is interaction and how it is related to technological development” (p.26 – italics in original). The authors’ thoughts (Håkansson and Waluszewski’s, 2002:10-15) are summarised in the following paragraphs, which include their comments on other views on interaction, as well as IMP’s perspective.  

All companies have goals.  These are needed in order for work to take place within the organisation as a whole and its specific business divisions.  This is considered to be rational behaviour.  Goal setting underpins the company’s existential logic: why is it here and what does it do?  This logic is used in its external communication as well.  When it comes into contact with other business enterprises, there is a need to be understood.  In order to work together, companies have to make compromises, which can also be termed adaptations.  It is during the process of interaction that these adaptations occur.  Thus, it can be understood why few ‘rational’ business intentions come to fruition.  Companies act purposefully together and the outcome is the result of their logics having been confronted.  Another way of describing the interaction process is by seeing the parties as technological systems that come together because one can offer what the other needs.  It is the differences between the systems that provide the basic condition for interaction (Håkansson, 1982:18).

The IMP Group’s interaction concept is coloured with the notion that what goes on between interacting companies is based on past experience – that of individuals, the company as a whole, how it has worked with other counterparts and focal business units, what has taken place elsewhere in the network and so on.  This is an important dimension when it can be seen that there are many long-standing relationships between organisations.  As a result, it is difficult to consider interaction between organisations from just a single point in time.  The development of resources comes about through the interaction that takes place.  Company logics are confronted [and related] and solutions need to be found in order for progress to be made.

The idea of companies being confronted by one another and adapting their ways of doing things (activities) and associated resources to the needs of certain relationships is a powerful image.  Changes that are made to organisational and/or physical resources mean that their use becomes specific to the relationships in which they have been adapted.  This resulting ‘heaviness’ means they are either more or less suitable for use in other relationships.  In developing their resources and ability to act in specific ways, companies change their logics over time and thus come to be defined in relation to their most important counterparts.  Ultimately, “it is through interaction that the features of relational resources, physical, as well as social, are developed…” (Håkansson and Waluszewski, 2002:225).

The resource interaction model is based around four major resources: products, facilities, business units and business relationships, which are split into two types, tangible (physical) and intangible (social) (see table 3.1).  All four resources must be considered in relation to one another if technological development in a business environment is to be understood.  The model has been used in several long-term research projects (Wedin, 2001; Håkansson and Waluszewski, 2002; Baraldi, 2003; Jahre et al, 2006; and Håkansson & Waluszewski, 2007) and in other articles (Baraldi and Strömsten, 2006; Harrison and Waluszewski, 2008).

3.2.4
The business exchange activity systems model

An important study dealing with the characterisation of interaction is presented by Håkansson and Prenkert (2004).  The conceptualisation combined the activity systems model
 and four types of typical business exchange, which are the theoretical underpinnings for each of the resource groups in the resource interaction model (Håkansson and Waluszewski, 2002).  The formulation is shown in table 3.1.  A summary of the model follows, as it forms an essential part of the analytical tool.

Table 3.1: interactions and resources in industrial systems (Prenkert, 2003)
	Types of interaction
	 
	Types of resources
	 
	Main feature

	 
	
	 
	
	 

	a) Buying & selling
	 
	Products
	 
	Physical

	b) Producing & using
	
	Facilities
	
	Physical

	c) Cooperation
	
	Business units
	
	Social

	d) Networking
	 
	Business relationships
	 
	Social


Linked to the already highlighted social aspect of exchange, the authors draw attention to the argument that economic exchange is embedded in socially and technically created structures.  If this is the case, they point out that the utility of resources, which are affected by the interaction between two parties, is likely to influence the behaviour of the involved actors.  This makes it difficult to conceive that the perfect market model is the best way to determine efficient resource allocation.  The aspect of time and duration means that exchange can become contextually embedded in different ways.  How this materialises depends on how the exchange is associated with other processes which take place between the focal actors or other related parties.  Exchange is by definition an open process but, in order for efficiency to be achieved, the interacting actors have to decide how this openness should be closed (Håkansson & Prenkert, 2004).  This could be done in a number of ways.  For the purposes of the development of the model, the types of exchange activity are related to the resources they affect, ie those resources that are the focus of the exchange.  The activity systems model is used to identify the closures.  The model is outlined below (see Håkansson and Prenkert (2004) for a full discussion):

a) The buying/selling exchange activity system refers to interaction which is assumed to pertain largely to the product, and that variation in the interaction can be traced back to development of the product.  This type of interaction has been analysed by the transaction cost approach (eg Rindfleisch and Heide, 1997 and Williamson and Masten, 1999) and the marketing mix (eg Kotler, 1967).

b) The producing/using exchange activity system considers situations where the interaction relates the facilities (manufacturing units, equipment therein, warehousing etc) of two parties to each other.  This type of interaction has been studied by Richardson (1972) and Dubois (1994).

c) The cooperation exchange activity system brings the business units and their way of relating to each other into focus.  Authors who have discussed and analyzed this type of dyadic interaction include Ghoshal (1987), Lorange and Roos (1992), Nohria and Eccles (1992), Clark-Hill et al (2003), and Forsström (2005).

d) The networking exchange activity system refers to studies of interaction that also involve third parties.  The third parties may be connected to one or both of the focal business units.  This type of interaction has been described and analyzed by Axelsson and Easton (1992), Håkansson and Snehota (1995), Håkansson and Waluszewski (2002), and Håkansson and Waluszewski (2007).

3.3
The analytical framework

The juxtaposition of these contrasting perspectives was deliberate.  Firstly, there was a need to show how a market view differed from the IMP network approach.  Secondly, there was a need to show that interaction can be enormously complex.  And thirdly, there was a need to show that different types of interaction existed.  Each of these aspects is related and together they enable the analytical tool to be developed.

The neoclassical market presents interaction to be simple, almost just an acknowledgement that for exchange to take place a buying party and a selling party are needed.  Its simplicity derives from the exclusion of time or, more correctly, the temporary removal of time and the focus on price.  The latter signals all the necessary information and thus avoids the issue of information asymmetry.  This makes it precise and manageable.  In contrast, the IMP Group’s view of interaction is much more complex.  Interaction is a process that enables actors to work together.  Change within the interacting actors and the network as a whole is brought about through resource adaptation.  
This substance makes the IMP Group’s notion of interaction difficult to study.  With reference to the neoclassical view of the market and the work undertaken by Håkansson and Prenkert (2004), different types of interaction are recognised and therefore, if interaction is to be studied, an analytical device that is sensitive to narrow and wide (broad) types of interaction needs to be devised.  The aim of this section is to bring these views together in the same analytical framework.
Based on what has been outlined above, the presence of interaction can be identified by tracing the adaptations that have been made to certain resources.  In this way, the resource interaction model and the business exchange activity systems model can be seen as the inspiration behind the development of the study’s analytical framework.  The business exchange activity systems model already goes some way towards characterising interaction.  However, to make it more sensitive to the interaction between seafood actors it needs to be modified.  This means taking the conceptual model as a start point and adding new categories to turn it into an analytical tool.
Two new categories need to be added to the Håkansson and Prenkert (2004) conceptualisation.  They are the interactions between actors that do not result in resource adaptation (eg discrete price-based transactions that resemble those seen in the fish market) and the social exchange that relates to being aware of individuals or other actors in the network (see, for example, Håkansson, 1982).  Although it can be argued that the latter exists with the business exchange activity systems model, its specification is not concrete enough for the analytical needs of this study.  To introduce the development of the framework, attention needs to be drawn to certain aspects from the preceding section.  
The different ways of characterising interaction are based on how interaction is related to different resources.  As outlined in table 3.1, the four main resources behind each respective interaction category are products, facilities, business units and business relationships.  Accordingly, different types of interactions lead to different types of resource adaptation, which can also be expressed by saying that the substantive part of interaction leaves traces of its past in the structure of the resource.

That the type of interaction is reflected in the way that resources have been adapted is important to note.  Adaptation in just one resource or in a few that relate to a certain resource group suggests that the interaction is narrow.  Adaptation in many resources, which includes both physical (tangible) and social (intangible) resources, indicates a wide-reaching type of interaction.  Behind the notions of narrow or wide-reaching interaction is the dimension of time, and how quickly changes can be done or undone.  For example, changes to a product can generally be made more easily and more quickly than changes to a facility.  These are examples of narrow interaction even though ‘more time’ is generally necessary to make changes to a facility.  Changes made to the business unit, which includes both physical and social resource adaptation and assumes that changes occur on both sides of the dyad, are considered to come about from wide-reaching interaction.  This generally denotes change that has taken place over a long time.
The original contribution (Håkansson and Prenkert, 2004) relates four activity systems to different business exchange models as a means of approaching variety in interaction.  Although the analytical tool developed here is essentially an extension of this, it is not presented as a conceptual development because activity theory is not used to underpin the new categories.  The purpose of the tool is to help arrange and analyse data.  Resource adaptation provides evidence of interaction types, which is encapsulated in this quote (Håkansson and Waluszewski, 2002:34): “…interaction includes solving the problem of how different resource items can be combined and changed to increase their utilisation within a certain activity structure…thus the involved resources will be influenced and shaped by the interaction.”  

Before going on to develop the framework, the new categories are taken up briefly.  In the business exchange activity systems model, resource groups are changed by a specified interaction, with the first type of interaction relating to change in products.  For such change to take place a business relationship must exist and, while the time horizon may be considered short term, this makes it quite advanced in comparison to neoclassical market exchange where resources remain unchanged (ie there is no relationship).  This type of exchange has been analysed by theories that relate to transaction cost economics and marketing mix.  Consequently, this category does not equate to business exchange where the involved parties do not need to know each other.  This is the reason for including a category called ‘pure exchange’ that will be able to pick out simple price-based types of interactions.  The other category is referred to as ‘light cooperation’.  In the original conceptualisation this type of interaction is assumed to be part of ‘cooperation’.  However, this more basic or early type of social exchange an important part of interaction and needs to be specified separately if it is to be identified.  Altogether the new framework comprises six interaction categories.
3.3.1
The six interactions analytical framework

Pure exchange

The act of ‘pure exchange’ leaves no trace of its existence in the resources of either the buyer or the seller.  This type of interaction is generally seen to occur when goods are traded and relates well to the notion of commodity.
  Counterparts do not have to know about each other for exchange to take place.  It is a given product at a given price.  Price governs the exchange and this precision makes the interaction possible to detect.  This first category is therefore called ‘pure exchange’ because it relates to situations where economic exchange takes place but resources do not change as a result of the interaction.

Light cooperation

The second category is based on subtle changes in the business units.  It is the first of two cooperation classifications.  This distinction is made because the original ‘cooperation’ conceptualisation is concerned with a much closer/heavier type of interaction.  Such a conceptualisation does not easily allow for the consideration of a more basic social exchange, which is highlighted in section 3.2.1, where actors become aware of each other.  ‘Light cooperation’, therefore, signifies social orientation and a change in the way individual actors (or involved people) perceive each other.  They have an understanding of what other parties do and this may lead to future exchange opportunities.  In Håkansson (1982), social exchange is an important result that indicates that people are changed by the interaction in which they are involved.  They develop sentiments towards each other and, therefore, this category acknowledges that the first resources to be affected by interaction are individuals in the business units.  This type of interaction is likely to occur through direct contact between people (eg it may arise from a pure exchange situation, previous working arrangements or from another business relationship between different divisions in the same firms).  The involved individuals on one or both sides may be affected, and it provides the economic world with an elementary structure in terms of actors knowing and having opinions about each other.  

Buying & selling

This category refers to interaction that affects an exchanged product.  The product can be adapted in a number of ways through the interaction and this type of interaction is called ‘buying & selling’.  The change may be related to the social exchange characterised by category two but it does not have to be.  The product or the use of the product may be adapted without affecting the other counterpart.  In this way the interaction may be seen to affect just one side of the dyad.  A characteristic shared by the first three categories is a short time horizon.  Any changes that occur can be done or undone quite quickly, something which is not apparent in the next category.

Producing & using

Interaction may result in actors having to adapt their facilities (ie machines, systems or plants) where products are either produced or used.  This interaction is called ‘producing & using’ and is associated with adaptations that are made to the supplier’s production system and/or the customer’s using system.  As before, change may still occur on just one side of the interacting parties.  The interaction has a direct effect on how the two parties design and develop their facilities.  Such change may be related to changes that have occurred in the preceding categories but it does not have to be.  

Close cooperation

In the previous two categories, the interaction is considered to be narrow (ie the interaction is confined to exerting change in physical resources) and change may be restricted to just one side of the dyad.  However, the fifth type of interaction, ‘close cooperation’, deals with situations where many resources are being changed on both sides of the dyad.  Substantial change in the interacting business units is likely to lead to change being made to products and facilities.  It denotes the presence of wide-reaching interaction which can be observed in the adaptations that have been made to both physical (tangible) and social (intangible) resources.  A common characteristic of this type of interaction is commitment, which is often reflected in the use of words such as partnership or alliance to describe a more long term agreement between two actors.  Importantly, however, the effects of this interaction remain within the dyad.  This type of interaction may be related to the changes that have come about from the preceding types of interaction but it does not have to be.   
Networking

Finally, the ‘networking’ category moves the adaptations beyond the dyad.  The interaction that takes place between two focal actors has a deliberate and significant effect on related business relationships.  The resource adaptations that have occurred from the interaction between the two parties results in one or both of them deliberately seeking to change the business relationships with a third party, such as another customer or supplier.  Change in this instance is at its most wide-reaching; all tangible and intangible resources can be affected within the individual firm, the dyad and third party actors.  This is not to say that the same types of resources will be adapted by the involved actors or that they will all change at the same time.  These are ongoing developments that take place over many years.  Critically, while the previous categories have dealt with direct interaction effects, networking specifies the presence of deliberate indirect interaction effects.  This type of interaction is likely to develop from ‘close cooperation’ but it does not have to.
The six categories of interaction are summarized below and further illustrated in table 3.2:  
· Pure exchange – no relationship; short time horizon; products or services are exchanged for money and resources remain unchanged by the interaction.
· Light cooperation – single relationship; short time horizon; narrow resource focus; interaction that results in minor changes in the orientation, activities and/or knowledge of the involved actors.
· Buying & selling – single relationship; short time horizon; narrow resource focus; interaction that results in changes being made to the product; the production side is usually affected but both sides can be affected; minor change in the business unit.
· Producing & using – single relationship; longer time horizon; narrow resource focus; both the production and use sides are usually affected but change can occur on just one side of the dyad; minor change in the business unit.
· Close cooperation – single relationship; long term; wide reaching (both sides affected); interaction which results in changes being made to multiple tangible and intangible resources.
· Networking – several relationships; long term; wide reaching (two or more parties affected); interaction which results in changes being made to all tangible and intangible resources in the dyad; deliberate changes being made to third party relationships.

Table 3.2: six interactions analytical framework
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The tool retains the resource order as per table 3.1.  One reason for maintaining the order relates to the growing magnitude of change, from narrow to wide-reaching.  However, it is important to note that resource adaptation relates to interaction that takes place in a business relationship.  Minor change under the business unit heading in the ‘light cooperation’ category is the main change taking place.  However, minor change in the ‘buying & selling’ and ‘producing & using’ categories indicates that this is anticipated (as a result of social interaction), but it is not what distinguishes the interactions from each other.  These categories are distinguished from one another by emphasising change in either products or facilities.  Change in the final networking/business relationships box is denoted by several.  
In the descriptive framework, it is anticipated that the type of interaction and the effect it has on a resource may have the potential for a stepwise development.  It is not, however, assumed that the interaction between two business entities always moves to another category.  Each category, with the exception of ‘pure exchange’, assumes that a number of short term interactions have taken or are taking place.  For example, a number of interactions between the focal parties occur during product development and opinions of other individuals usually develop from a range of different influences, each of which can be considered to be an interaction.  Only in ‘networking’ are several relationships considered.  The other categories deal with the interaction between two actors.  
3.4
Refining the research problem

In chapter one, two initial research objectives are identified: see what interaction between seafood actors looked like and to consider how NSEC would be affected by this interaction.  In chapter two, NSEC is shown to be a quango, which means certain market assumptions about business exchange are embedded in its design.  The research problem concerning NSEC is revised to acknowledge that if the interaction between seafood actors is more complex than assumed it would affect what the organisation could do in its attempt to achieve its goal.  In this chapter, the notion of interaction is considered from the neoclassical market and IMP network views.  Following these discussions, different types of interaction are identified and incorporated into an analytical framework.  This makes it possible to study interaction by tracing its presence in the way certain resources have been changed (or not, as in ‘pure exchange’ where price is the indicator).  Theory has been used for a practical purpose.  
The research tool has been designed to identify both narrow and wide-reaching types of interaction.  It does not assume that the interaction between seafood actors will be complex.  However, built into the framework is an accumulation of time so that in the final category, ‘networking’, interaction is understood to be a very ‘time consuming’ process, which enables many things to take place between two or more actors.  Thus, in addition to observing and categorising the interaction between seafood actors, the research problem will consider how interaction develops in complexity.  Therefore, the questions guiding this research problem can be expressed as: how is interaction between seafood actors characterised and how does actor interaction develop in complexity?
These questions have to be addressed before it is possible to relate NSEC to the pictures of interaction and find out how the organisation is affected by the interaction that takes place between seafood actors.  The within-case analyses are guided by the first question, while the cross-case analysis is guided by the latter question.

In the process of revising the research problem, methodological issues have now been touched upon and these are taken up in the following chapter.
4. Method

To carry out a scientific study the research method must be closely connected to both the theoretical framework and methodology (Halinen and Tornroos, 1995; Easton, 1995; and Håkansson and Waluszewski, 2002).  The analytical framework that was developed in the previous chapter has been built on the basis that different types of direct interactions between actors can be delineated and observed if they are linked to the change that occurs in the related resource or resources.  In order to focus on direct effects, the data used has been collected at single points in time.  This is done so as to preserve the presence of ‘now’, which makes it possible to determine what is taking place between actors at a specific time.  Three datasets were collected and the cross-sectional nature of the data, in terms of its relation to time, made all three suitable to show that variation in interaction could be seen amongst different seafood actors.  However, in this IMP study the use of ‘cross sectional-like’ data posed an interesting challenge for analysing network interactions.  This has strengthened the outcome of the research and is considered in this chapter in the interests of showing what has been done. 

The research design is taken first before discussing the use of systematic combining.  Thereafter the time element in the collected data is considered.  A lengthy discussion then follows which covers what can be called the ‘nuts and bolts’ of the data collection activities: interview format, interviewees and interviewers, language and other data sources.  Data was collected from actors in three different countries and some time is spent explaining why they were chosen and pointing to the importance of these actors in their respective networks.  Throughout the chapter there are indications of the systematic way in which the data were collected and handled.  However, to underline this credibility a separate section on trustworthiness concludes the chapter.   

4.1
Multiple case study design 
This is an embedded multiple case study design with the units of analysis being the dyad and the network.  Specifically, it is the interaction between focal dyads (usually seen from the perspective of one of the interacting firms) which enables interaction with third parties to be considered.  This informs assumptions made at the network level.  The use of this design has made it possible to see ‘replications’ of the same types of interaction between different seafood actors.

It is said that a multiple case study design is preferable if theory building is the aim of the study (eg Eisenhardt, 1989; Halinen and Törnroos, 2005) because it can provide more compelling evidence (Yin, 2003).  On the other hand, IMP studies tend to use a single case study design because it is often the only solution available (Easton, 1995) and resources, such as time and/or money may be restricted (Yin, 1994; Halinen and Törnroos, 2005).  That a single case may be the ‘only solution’ refers to the complexity of networks and the difficulty of being able to distinguish between what is phenomenon and what is context (Dubois and Araujo, 2004).  Similarly, theory can be developed from use of single case studies (Dubois and Gadde, 2002).  It seems, therefore, that both approaches are appropriate if the aim of the study is to build theory and that it is the calibre of the work that determines whether the evidence is more or less compelling (McGrath, 1982; Gummesson, 2005; Eisenhardt, 1991).  This observation is in keeping with Dubois and Gadde’s (2002:557) observation.
This study was linked to a large research project (see section 4.4) that had collected three sets of data from three different settings connected to Norwegian seafood.  The researcher had the option of using one, two or three datasets.  Using all three was considered to be appropriate based on the research objectives, which related to studying actor interaction and NSEC’s relation to this interaction.  Yin (2003) suggests that the design is something that the researcher decides based on his or her research purpose.  Additionally, from the project’s many completed research works, this is the only one to have used all three datasets.  So simply having access to such breadth of data is not, on its own, sufficient reason to prompt a multiple case study design.  

Use of multiple cases may also be questioned because the network concerns of IMP studies make a single case approach almost always the best solution.  This is because it provides the flexibility needed to handle the complexity that time and network effects bring.  The appropriateness of the design is supported by many IMP specific dissertations (see references below), as well as method specific articles that have been written IMP researchers (eg Easton, 1992/1995; Halinen and Törnroos, 1995/2005; Dubois and Gadde, 2002; Araujo and Dubois, 2004).  Therefore, it will or should always be research purpose that guides a chosen research design, rather than the other way round.
This issue of research design is of interest because deciding which would be best was of some concern here.  In chapter one there are two distinct problems.  The first concerns the interaction between seafood actors and the second relates to NSEC.  Early on, this organisation was very much in focus.  All thinking had its roots from the perspective of NSEC.  If this had continued, with NSEC as the focal actor and its relation to certain seafood settings being the key interest, a single case study would have been more appropriate.  However, if one starts out with the interaction between seafood actors and then uses NSEC as a tool to highlight the effects of actor interaction, the appropriate design is a multiple case study.  This is an example of ‘direction and redirection’, which illustrates the ongoing analytical process of systematic combining (Dubois and Gadde, 2002).  More on this follows in the next section.
Using three datasets that cover a range of different companies suggests that many different managers have been interviewed.  In this situation it was many different managers in three different countries.  This is a situation that does not easily allow for follow-up interviews because time and money are limited (eg Halinen and Törnroos, 2005).  Almost inevitably it would not have been possible to carry out interviews with all the original parties (for example, since the data collections there have been further mergers between the involved actors).  It would also have been difficult to gain follow-up interviews with the Portuguese participants because the researcher could not speak Portuguese and many of the Portuguese interviewees could not speak English.  However, the main reason for not undertaking further interviews was related to the fact that had this been done it would have altered the time horizon of the datasets.  If the datasets had been complemented by additional interviews, new issues would have emerged – ie changes would be seen over a period of time and thus indirect effects would have become more obvious.  This would have undermined the essence of the original interviews and almost certainly taken the researcher down a different path.  Making this decision, determining not to undertake further interviews, has proved to be challenging but ultimately it has resulted in an outcome that could not have been possible had an alternative method been chosen.  

This issue of ‘snapshot’ data has not been discussed explicitly because researchers such as Eisenhardt have not considered it to be a problem.  That is, they use this type of data because it is what they have always done.  However, since IMP studies tend to use single cases where data is collected over time, one becomes acutely aware of doing something different because this is not something that has been explicitly discussed in related IMP literature either.
The use of a multiple case study design calls for both within- and cross-case analyses (Eisenhardt, 1989).  The within-case analysis comes at the end of each of the respective descriptions.  Here the resource adaptations are examined and categorised according to type of interaction (analytical framework chapter three).  Placing the analyses at the end of each case makes it easier for the reader to follow the placement of the interactions.  The within-case analyses are also responsible for setting up the interplay between the direct and indirect interaction effects because they are taken together without clarification of their differences.  The purpose of this analytical process is to identify that there are different types of interaction, which can be denoted by change in certain resources, and not to specify whether the change was an outcome of direct or indirect actor interaction.  Clarification of these crucial differences is the job of the cross-case analysis, which appears in chapter eight.  By separating the direct interaction effects from the indirect interaction effects, the cross-case analysis is not a rehash what has gone before.  This dual process makes it possible to contribute to the development of theory (Eisenhardt, 2007).  

The next section discusses systematic combining which has allowed for much direction and redirection when it came to dealing with the datasets before it the final solution was arrived at, and this is taken up next, ahead of the discussion on the data themselves.

4.2
Use of systematic combining
The research process has been inspired by Dubois and Gadde’s (2002) systematic combining (see figure 4.1).  The abductive logic behind this approach means that the researcher takes an initial theoretical framework into the empirical world, sees how it bears up to what is happening, considers what has been seen and how the empirical material might be understood better, alters or refines the framework accordingly and then repeats the process (ibid, 2002).  Such a continuous process of working back and forth between various research activities has been employed here.  Ultimately, this has enabled the researcher to detect patterns between interaction and specific effects on certain resources and these, when confronted with the analytical tool, have made it possible to arrange the interactions in accordance with the framework.  
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Figure 4.1: systematic combining (Dubois and Gadde, 2002:555)

However, due to the nature of the data some small variations to the process occurred and these are interesting to point out.  The initial framework which was used to develop the interview guide related closely to Håkansson and Prenkert (2004).  This facilitated all the data collection.  The analytical framework developed in chapter three was the data had been fully evaluated.  It was not possible to use the original conceptual model without adaptations.  Therefore, unlike the systematic combining processes outlined in other works (eg Dubois, 1994; Hjelmgren, 2005; Lind, 2006), the analytical framework was designed in relation to fixed datasets.  This meant that although the framework evolved it was not the drawn out process described by Dubois and Gadde (2002:555).  In principle it amounts to the same (ibid, 2002:556) but the loss of [extended] time or the lack of depth in the data meant that the ability to distinguish more easily between phenomenon and context made it simpler to identify the types of interaction that were missing from the analytical framework.
The boundaries, in terms of what had been set out to be collected, were fixed.  As will be seen later in the chapter, the interview guide was designed to enable the collection of interactions between companies and their counterparts and this is what it permitted.  Therefore, another feature of the data was that they prevented new insights and deviation from the original purpose of the data collection.  While it is observed that ‘the researcher has the deliberate choice of how far back in time he wants to trace the process in question’ (ibid:557), it should also be pointed out that he or she also decides how long they wish to collect data for.  In this study, it would have been the undoing of the data had more interviews been collected over a period of time forward from 2005/06.  This would have moved the focus on to indirect interactions and if this had happened it would not have been possible to distinguish between direct and indirect effects.  In fact, there would have been no consideration of direct effects because changes over time would have become dominant.  
These are small, perhaps almost imperceptible differences but they are nonetheless important in terms of identifying how systematic combining has been utilised here.  Elsewhere in the chapter, attention is drawn to examples of direction and redirection, and the result of the research has emerged from these ongoing processes.  In other words, it was not something that could have been foreseen ahead of carrying out the work (see Dubois and Gadde, 2002:556).  It is interesting to note that some statements were coded early on as a means of getting into the data.  However, in the end, the actual link between interaction and its affect on resources was determined by interpreting the data (see Miles and Huberman, 1994:8).  Although statement-coding might seem more in keeping with the implicit mildly positivistic philosophy upon which this study is founded, the fact that the data were not free from the past meant that interpretation using systematic combing proved to be far more effective due to its flexibility.  It made it possible to identify and distinguish between direct and indirect interaction effects.  It is thought that had codification been used for the entire analytical process, this critical distinction may have been overlooked (ie a different conclusion may have been reached by being too quick to see the outcome Strauss and Corbin (1998)).  

4.3
Data from single points in time

The data were collected by a number of researchers who were part of a research programme dubbed The NewMark Project (NewMark), which was funded by the Norwegian Research Council (Norges forskningsråd).  The mechanics of the data collection are addressed later, but essentially the collection periods were for either five or 10 days in three different countries.  Interviews were conducted with usually one or two people from the participant companies, with the aim of gathering data on interaction between them and their important customers and suppliers.  Each dataset therefore was tied to one point in time: the five or ten day period when the interviews were undertaken.  Although the emphasis was on current activities – what was happening now between a company and its important customers and suppliers – interviewees invariably referred to the recent past to make sense of certain interactions.

Three datasets, comprising a total of 60 interviews, with rich material from three different countries are sufficient for the task of portraying a convincing picture of the interactions between large seafood actors.
  What ensued was not a drowning in data scenario, because the task of writing the cases was related to the 20 or so interviews that had been conducted in each country.  Rather, it was a matter of how to deal with ‘snapshot’ data in a case study format.  The data are considered to be cross sectional due to the one-off nature of the interviews, the breadth of the network the respondents’ companies covered (based on the volumes of seafood they were handling) and that the interviews were undertaken within a few days of each other.  This latter point is important.  It is not just that an individual interview was taken at a given time, but that all the interviews in each setting were taken within a few days of each other.  This feature means that the issues that all the interviewees discuss relate to a specific time period – they are all preoccupied with the same concerns and ambitions.  This, in effect, is what makes these datasets powerful.  Additionally, they bore the hallmarks of material that could be used in a traditional case study.  

In most large scale IMP studies (eg Henders, 1992; Dubois, 1994; Halinen, 1996; Wedin, 2001; Håkansson and Waluszewski, 2002; Baraldi, 2003; Forsström, 2005; Bygballe, 2006; Awaleh, 2008; and Brekke, 2009) data are collected over two or more years and from a range of different people from within a focal actor and a few usually closely related counterparts.  This affords a closer view of what is going on over time.  Data are collected from multiple sources concerning events or technological developments and processes that unfold over time.  This permits flexibility as to where the time boundary is drawn (Dubois and Gadde, 2002).  In this respect, challenges relate to how the data is organised and analysed.  The case is seen to be something that evolves as new discoveries are made and thus analysis is usually an integral part of the single case study – what Dubois and Gadde (2002:558) refer to as the ‘product’.  The time factor may also mean that the initial research object changes during the course of the data collection (eg Dubois, 1994).

In this study the methodological problem related to time was different.  Each data collection resulted in the acquisition of a view of actor interaction in a particular seafood context that was related to the time at which the interviews were conducted.  There was no opportunity for the research object to change.  There could be no unfolding over time.  The views occasionally related to what had happened in the recent past, so the data were not free from a time trajectory.
  A semi-structured interview format permits such variation (eg Yin, 2003).  Even though the interview guide was designed to capture current activities, the managers often needed to explain these by referring to the past.  Thus, if methodology is understood to comprise research design, data collection and analysis (Miles and Huberman, 1994), the data have had a considerable impact on the methodology and the subsequent analysis.  Yin’s (2003) suggestion that the same methodology stands behind the selection of either a single or multiple case design seems rather misleading.
    

The characteristics of these data, in comparison to the aforementioned large scale studies, are different from typical network studies and especially so if one takes the following sentence to heart: “It is difficult to comprehend how a little depth and a little width could contribute to the analysis of a problem” (Dubois and Gadde, 2002:558).  Although it cannot be determined exactly what the authors have in mind when they say ‘little depth and little width’, it is not particularly encouraging if one is using cross sectional-like data, which certainly can be argued to have less depth than the data collected for a single case.  (Although, with the historical aspect embedded in the interview data, it is not as Spartan as survey collected data.)  However, what the quote serves to highlight is a network issue.  To make sense of the dynamics and complexity therein, it is usually necessary to go deeply into the context and this makes time important.  Stern (1979) indirectly reinforces this thinking by observing that quantitative methods are less appropriate for network studies because they are suited to taking a single point in time.  This means that the phenomenon cannot be seen in its historical context and the interaction between the actors is ignored.    

Despite these difficulties, the availability of the datasets and their consistency (collected using the same interview guide, the same main researchers involved in each collection ‘episode’, seafood was the common context, and they provided a representative view of interaction between different actors) made finding a way of unlocking the data a worthy challenge.  Also, the number of interactions covered in each dataset would make it possible to see variation, and this encouraged the development of an analytical tool that could identify them.  Above all, the advantage of having interaction captured at a moment in time meant that it was easier to trace the effect of direct interaction on particular resources.  The managers were concrete in terms of recent developments with their counterparts and this was preserved by not adding the complexity of development over time (ie carrying out further interviews).  Moreover, the specifics of the interactions made it easier to delineate between phenomenon and context, which directed the cases towards being presented as standalone items with following within and cross-case analyses.  Consideration was given to how the cases should be presented and as such can be seen to be influenced by the theoretical framework.  The content of these cases are seen to be different from, for example, Havila (1996) and are more in keeping with the ethos behind Eisenhardt’s (1989, 2007) approach.

If data over time had been used it would have meant that the indirect effects of interaction would have been in focus.  This is because resources are adapted over time and from this change, so the potential for new developments arise.  The nature of the data in this study meant that the direct effects of interaction between seafood actors were most obvious and the analytical tool was designed to identify the outcome of direct interaction.  However, as mentioned earlier, not all interaction could be explained as something happening at the time of the interview and managers needed to explain what they were doing with reference to the past.  Thus both direct and indirect effects were captured.  However, the effects could be separated from each other because the cross-sectional nature of the data made it possible to distinguish between phenomenon and context.  This would have been difficult if the data had been collected over time.  More likely than not another study would have emerged and this important specification missed.  
4.4
Elements of the data collection
This study is one of several that has been carried out as part of the research group called NewMark.  This group was funded by The Norwegian Research Council (Norsk forskningsråd) and made up of senior IMP researchers as well as those who were sympathetic to this field of marketing.  In May 2003, the project’s official start was marked by a gathering of senior researchers, with different marketing interests, who had come together to discuss the state of marketing.  The outcome from the seminar was a book entitled: Rethinking Marketing (Håkansson et al, 2004).  This was essentially the foundation upon which the rest of the project was developed and it naturally had a bearing on the way the data was gathered and what was collected.  

If not oil, then it is probably fish and fishing that people associate with Norway.  Fishing continues to play an important part in the Norwegian economy, particularly in the more remote parts of the country where it is often the main source of employment.  Not surprisingly, a good deal of natural and social scientific research has been undertaken in the area.  Much of the existing marketing research relates to more mainstream views, eg Kinnucan et al (2003), Asche et al, (2002), and Asche and Hannesson (2002).  Therefore, this context was chosen because it was a hitherto unexplored setting for IMP researchers. 

Norway exports over 90% of its fish and Norwegian actors dominate world production of farmed salmon.  With the network interest and the project’s resources, the decision to collect data from outside Norway was taken.   Data were collected from the UK and Portugal, which are two of the largest export markets for Norwegian fish, and Chile, where Norwegian actors are involved in the production of the country’s farmed salmon.  Table 4.1 shows the data collection periods.  The data were collected by a group of researchers, including the author of this dissertation, and this required careful planning in order to overcome the typical problems that can beset group data collection (Robson, 2002; Yin, 2003).  These issues are taken up after the selection of the countries.

Table 4.1: primary data collection activities in the NewMark project

	Country
	Time period
	Types of actors interviewed
	No. of interviews

	Britain
	18-22 April 2005
	Agents, fish market, primary processors, secondary processors, fish frier trade, industry bodies
	20

	Portugal
	5-12 October 2005
	Importers, wholesalers, processors, industry bodies, distributors (supermarkets)
	20

	Chile
	4-11 January 2006
	Salmon/trout farms (producers), fish meal manufacturers, fish food manufacturers, smokers, packaging manufacturers, smolt producers, industry bodies
	20


4.4.1
Interview guide
A detailed, semi-structured interview guide (see appendix one) was developed by senior researchers ahead of the first data collection trip to the UK in April 2005.  It was used to guide all the interviews in each country.  The need for such a guide is imperative if the materials are to be used comparatively (Halinen and Törnroos, 2005).  The main aim was to capture the interactions that were taking place between important actors and the way resources had been or were being adapted.  The guide was based on IMP Group thinking, in particular the conceptual model in Håkansson and Prenkert (2004).

The main elements of the interview guide are outlined below.

· A basic company description containing history, turnover, volumes, staff is established. 

· Identification of important customers, how they are treated and the type of interaction that goes on between the actors. 

· Identification of important suppliers, how they are used and the type of interaction that goes on between the actors. 

· The way central activities are performed and the use of main resources by the central actors.
· The way these activities, resources and interaction patterns have changed over the past few years.
Many of the basic facts about the companies such as turnover and number of employees were found out ahead of the interview from sources such as the Internet or Companies House, for example, in the UK.  This preliminary background work meant more time could be spent obtaining data that are not easily available from public sources.  Background information not collected in this way, was gained directly from the participant when permissible.  These basic quantitative data were useful in establishing size and importance of the actors interviewed in relation to both their business area and other involved actors.  They have been emphasised in the case studies to show that the interviews cover a significant proportion of the important seafood actor interaction in each network.

4.4.2
Team of researchers

Another reason for developing the interview guide was due to the fact that the data would be collected from many different companies by different researchers.  Since everyone had their own special interests, it was necessary to have a common framework to keep the interviewers on topic and, should deviation occur, to serve as a useful tool to bring them back to the main areas of interest to the project as a whole.

An advantage of having a research team is that a lot of ground can be covered in a relatively short period.  In this situation, it also meant that in most instances two interviewers could attend each interview.  This was invaluable because it meant the main question areas were covered thoroughly (ie both interviewers having different but related questions) and, if the discussion diverted off topic, which it did occasionally, the other interviewer was able to break in with a question related to the interview guide and get the discussion back on track.  Additionally, the transcriptions were written up by one of the interviewers and then checked and verified by the other.  Finally, as a team, the general content of the interviews was discussed, in terms of themes and points of interest, which further aided ‘evaluator’ triangulation.

4.4.3
Interviews 

All the interviews were conducted face-to-face.  Many of the visits to participant companies resulted in interviews with two people and were accompanied by site visits.  Interviews lasted between one to two hours on average, with some taking as long as six hours to complete.  As pointed out above, the interview guide and the use of two interviewers per interview meant that data could be extracted with minimal digression.  This teamwork also helped to clarify points of potential confusion, something which is not easy if, as a single interviewer, one has to juggle all parts of the process: questioning, note taking and gaining clarification (Grinyer, 2000).  Plus, having two people to double check the transcriptions was also very useful.

In terms of organising data collection activities, this researcher was responsible for the UK.  She was familiar with only two of the actors, so most of the interviews had to be set up by ‘cold calling’ and selling in the purpose of the study.  Gaining access to research informants in this way takes time and is not easily accomplished (Marschan-Piekkari and Welch, 2004).  The ‘sell in’ required initial phone calls, followed by emails detailing the project and its aims, and then follow-up telephone calls were made to ascertain interest and to arrange face-to-face meetings.  A breakthrough came with an arranged visit to Grimsby Fish Market.  There she met informally with many of the UK’s leading seafood actors, which are based in the Humberside area.  The people were more inclined to say ‘yes’ to an interview when they saw that she was being supported by a respected ‘insider’, the CEO of Grimsby Fish Market.  Other members of the team were responsible for setting up the interviews in Portugal and Chile (more on this later).

For each trip, the interviews were conducted during the course of a five or 10 day period (see appendix two for a full list of the interviews, together with participants and interviewers).  A minimum of six researchers were present during each round.  This researcher was actively involved in each data collection round.  In the UK and Chile, the researcher travelled extensively to undertake different interviews and gained a good feel for the involved actors and their geographical location.  The same sense was not gained in Portugal, where she was based in Lisbon the entire time.  This was primarily because the Norwegian Seafood Export Council had an office there and two in-depth interviews were conducted with this actor.  In addition, some of the interviews were conducted in Portuguese through an interpreter and this had the effect of slightly divorcing the researcher from the interview process.  Furthermore, Lisbon is also not at the heart of bacalhau production; this is located around Porto in the north of Portugal, where other interviews were conducted.  

These factors seemed to affect the way the researcher identified with the data.  Getting to grips with the Portugal data was considered ‘harder’ than the UK and Chile.  The Portugal case took longer to develop to the same standard as the others.  Each case, however, was read by other NewMark researchers who were using specific parts of the total collected data.  Their comments have been incorporated into the cases to improve accuracy.  

Follow up interviews were not undertaken because the collected data was sufficient for the purpose of this study.  Although it is sometimes cited that more than one interview with the same respondents is appropriate (eg Morse, 1994; Fontana and Frey, 2000; and to a lesser extent Yin, 1994), it does depend somewhat on how the data are to be used.  If more interviews at different periods had been undertaken, the underlying methodology would have been different.  The research problem made use of the datasets viable.  In addition, it was the comprehensive advance planning (work on the interview guide started three months ahead of use, interviewers were clear about their role and so on) that gave confidence in the quality and breadth of the collected data.  Rigorous planning meant that a respondent’s time was not ‘used up’ on introductions and the interview could be kept on topic.  These measures meant that the collection of desired data could be optimised during a given time-frame.  A second, possibly underrated, reason for being able to use such data rests on the discipline and perseverance of the researcher.  A great deal of energy and determination was required to make the data work.  On several occasions the data were deemed deficient.  It seemed that there could be no alternative but to collect more.  And yet with each new attempt to understand what was being expressed something new and previously undetected was revealed which helped to piece the puzzle together.  This approach required full immersion in each of the interview transcripts, interspersed with much writing and rewriting of the material.

The UK and Chile datasets are slightly diminished by not having access to UK and US supermarkets.  However, it is noted elsewhere that gaining access to potential interviewees is difficult (Bonoma, 1985; Marschan-Piekkari and Welch, 2004).  In the UK, important supermarket chains were contacted on several occasions in an attempt to set up an interview with their seafood buyers.  Emphatic no’s were received from Tesco and Asda; the timing did not suit Morrisons; the Waitrose buyer was going on a year’s sabbatical (and since he had been there for 10 years, it would not have been useful to interview a ‘stand-in’); and the Sainsbury’s representative never showed up for the interview that had been secured.  The US supermarkets, which are important customers of the salmon farmers in Chile, were not approached due to limited resources.  In addition, it had also become apparent that the UK case could be written without primary data from the supermarkets thanks to the strength of data collected from the secondary seafood processors (see Cantillon et al, 2006).  Such additional primary data would have added greater depth and integrity, in terms of having ‘both sides of the story’.  However, the importance of the interactions (ie the interviewed parties are important actors that relate to important counterparts – large volumes of seafood are being exchanged between these entities) being discussed by the interviewed companies means that the strength of the actual data is such that credibility is retained, which makes the cases viable units to analyse.  

4.4.4
Secondary data
Interviews form the main sources of primary data.  Secondary data have also been used and were sourced mainly from the Internet in the form of annual reports, trade reports, market research materials and industry overview type articles in trade publications.  Interviews undertaken in 2003 by another research group (Netlog) are also counted as secondary data.  These interviews were undertaken with Jangaard, Fjordlaks, Coldwater Seafood and SIF.  

In addition to providing background (historical context) for the cases, the data made it possible to cross reference the primary data transcriptions.  This was invaluable in terms of verifying some of the information that did not sound right.  For example, occasionally volumes specified by the interviewees seemed overly high in relation to their size or to what other comparable companies were producing.  The use of secondary data meant these kinds of discrepancies could be double checked and altered accordingly (noted as a benefit in Aaker, Kumar and Day, 2001).  The Portuguese data has not been so easy to triangulate (with the exception of the supermarkets and the Norwegian exporters) because very little secondary data could be found regarding bacalhau on the Internet, irrespective of language.  However, since these are the main actors in the bacalhau in Portugal case, this was considered to be adequate.
4.4.5
Language

The interviews were conducted in by researchers who came from Sweden, Norway and Ireland.  English was the common language used in each interview, with the exception of some of the ones in Portugal where interpreters were used.  Only one interviewer was able to use her mother tongue.  Since most of the interviews were conducted by two interviewers, with most of them involving either Spanish or Portuguese speaking interviewees, this is unlikely to have created an imbalance between the interview transcripts (ie for there to have been better or worse comprehension of what the interviewer meant).  Cross referencing between the individual interviews and, where applicable, use of secondary data indicated that there was consistency between the discussions – the types of issues that were on the managers’ minds and how they were tackled.  
In Portugal, where interpreters were used, the data may not have been as comprehensive as it probably would have been had members of the research team been able to conduct the interviews directly.  However, the interpreters were well briefed ahead of each meeting and the questioning was facilitated by a member of the NewMark team, as opposed to the interpreters deciding what should be asked.  Immediately after these interviews, the interpreter and NewMark representatives would go through the notes and it was from these discussions and translated notes that the transcriptions were produced.  Again, post-interview discussions amongst the research team helped to establish common themes and concerns amongst the Portuguese respondents.
With regard to sourcing secondary data, particularly in relation to materials related to or produced by NSEC, it should be noted that the researcher learnt Norwegian during her time in Norway and this made a wider range of sources accessible – annual reports and legal notices, for example.  Materials written in English are not usually direct translations from the original Norwegian.  Often they are shorter and do not permit the same depth of information.  
4.4.6
Selection of countries and interviewees

The countries were selected based on their relation to Norway.  Britain and Portugal are important export markets for Norwegian fish (white fish and bacalhau, respectively), ranked as the fourth and sixth largest based on value (NSEC, 2006b), while Norwegian actors are involved in salmon farming in Chile.  How these particular destinations were chosen over others relates to the utilisation of resources and a pre-data collection event that took place in Norway.  In March 2003, some of the NewMark researchers took part in another research project’s (Netlog) data collection activities in the Ålesund area of Norway, which is known for its association with fishing and seafood production.  Interviews were conducted with Norwegian actors who were involved in the areas of white fish, bacalhau and salmon farming.  Some of these companies had interests in the UK, Portugal and Chile.  This work served as an early introduction to Norwegian seafood and presented the possibility for further data collection to be undertaken.   

The UK was pursued because of earlier contact with two important secondary processors that were customers of a Norwegian exporter who had been interviewed during the aforementioned pre-data collection.  These early discussions indicated that the UK would be an interesting export market to explore.  In addition, one of the NewMark research team was familiar with the country, which was seen to be advantageous when setting up interviews.  With Portugal, it was the long trading history between the two countries and the importance of the bacalhau product to the Portuguese that created initial interest.  Plus, prior discussions with bacalhau exporters in Norway made it possible to establish contact with an agent (importer) in Portugal who was then able to assist in setting up other interviews.  Without this help, especially regarding the language, it would have been difficult to have gained access to appropriate Portuguese interviewees.  These are the reasons for selecting these countries as opposed to others, such as Russia or France, which were the largest export markets for Norwegian fish in 2004/5 (NSEC, annual report, 2005).  However, Portugal and Britain are also substantial markets based on similar calculations.  

Once again it was prior discussions with Norwegian actors which led to interest in collecting data in Chile.  Making this more feasible was a colleague who was on secondment at the University of Santiago and he had already established contact with a number of the leading salmon farmers and their counterparts.  This, coupled with Norway’s presence in Chile (the world’s second largest producer of farmed salmon, with Norway being the largest), made it a worthy research setting and in-line with the ambition of collecting data from outside Norway.  

It is acknowledged that cultural differences are embedded within each of the cases and that culture is an important part of interaction.  However, the nature of the interview guide and the focus of the project mean that culture is not a primary feature of the collected data and it does not form a part of research interest.  It is the country and the specific fish product that determines the involved actors and it is the interaction between these companies that are being analysed.

4.5
Structure of the cases

The cases contain a wide range of different actors which do different things and collectively make up the structure in which they reside, their network.  Technically, they should probably called nets as they can be understood to be part of the network.  However, as will be seen in the coming chapters, the data for each case covers many large actors which comprise a large part of the total production of a particular fish species.  In this way, they are representative of the interaction that takes place in these networks.  Additionally, the term ‘net’ often refers to a few select actors.  In order to convey the magnitude of what the data are covering, use of the term network seems appropriate.  

Although case content has been rearranged during the analytical process, it has not been expanded.  This contrasts with the more traditional single case, where data are collected over an extended period of time (see Dubois and Gadde, 2002).  To make the interactions clearer, however, it has been necessary to reorganise parts of the cases.  The cases describe the interaction that takes place between the involved actors in each setting.  They should, therefore, be easy to understand irrespective of a person’s background or interests.  

The secondary data used to support the primary data collection relate to the same time period or before.  Care has been taken to avoid using later information sources.  Where a report indicates a later publication year, it has been used because its content actually refers to either 2005 or 2006.  Since the salmon farming data were collected so early in 2006, related secondary data also refer to 2005.  Just as with the primary data though, the secondary data refer to the past and this is particularly evident with regards to the background information about each setting.  The important thing has been to avoid the temptation of including information which shows how the networks have developed since the data were collected.
Sub headings are included to make the cases easier to read and diagrams and tables are also used to aid comprehension (Miles and Huberman, 1994).  They highlight some of the key points that will either be encountered or already have been discussed.  Yin (1994:151) observes that case studies are often ‘lengthy, cumbersome to read, and boring’.  While one’s affinity for fish may, of course, ultimately determine whether the material is boring or not, every effort has been made to avoid lengthy and cumbersome to read texts.  Rigorous re-workings of the case content have been undertaken to sharpen the iteration of the interaction between seafood actors and thus reduce verbosity without completely losing the colour of the original interviews.

The following sections indicate the complexity of each case and explain how interaction between seafood actors has been understood and examined.

4.5.1
Case 1: White fish in the UK 

Work in terms of dealing with the notion of interaction between seafood actors and how to write about it started first with the white fish case study.  This activity started towards the end of 2005, which was marked with the publication of a book chapter (Cantillon et al, 2006).  The work has been ongoing since then and is also seen in Prenkert and Cantillon (2009) and Cantillon and Håkansson (2009).  So in many ways, the UK case has been both the test bed and template for the development of the other two cases.

The main challenge of the data has been the piecing together what was meant as opposed to what was said.  Plus there has been the matter of what to determine as interaction.  This is probably the most important thing for the reader to understand.  In the white fish case, the focal interaction is seen to stem from the secondary processor/supermarket dyads (say for example Young’s and Tesco), with the perspective coming from the primary data collected from the seafood processors.  Other interaction is viewed to be with third parties [to the dyad], so the suppliers of the secondary processors are third parties in relation to the interaction between the secondary processors and their customers (ie how does the interaction between Young’s and Tesco affect third parties, eg suppliers from Iceland).  The types of actors included in this case are: supermarkets, secondary processors, primary processors, importers (agents), merchants, industry bodies and a fish market.  The interaction between the actors covered in this case account for around two thirds of total white fish production in the UK.
‘Seafood from Norway’ is not seen to be special in the UK and therefore NSEC does not feature in the case.  The organisation does, however, carry out promotional activities in the UK because the country is an important export market for Norway (fourth largest based on value) (NSEC, 2006b).
  

4.5.2
Case 2: Bacalhau in Portugal

This case was the trickiest to deal with in terms of working out how best to present the layers of actors.  The more fragmented nature of the interaction meant that dissemination of the data was not straightforward and it took considerable time to produce a usable case.  The interaction was considered from the supermarkets’ standpoint and their interaction with significant counterparts.  This was in keeping with the other cases where interaction was seen to stem from the largest actors and from which primary data had been collected.  In addition, the interaction between these intermediaries and the Norwegian suppliers was also included.  As with the above case, food service has not been included because much of the bacalhau sold in Portugal goes through the supermarket chains.  Compared to white fish and farmed salmon there was a greater number of small volume exchanges and this was a special feature of the bacalhau case.

The types of interaction studied varied in terms of connected actors.  For example, the interaction between Pingo Doce and Jangaard is one route to the consumer that is discussed, together with the interaction that takes place between Pingo Doce and NSEC.  In addition, the interaction between Intermarché and Fjordlaks is understood in relation to the presence of CNCB, the cash & carry cum importer cum processor – ie Fjordlaks and CNCB have been working together for many years and CNCB sells a large amount of bacalhau to Intermarché. 

The types of actors included in this case are: supermarkets, wholesalers, processors, cash & carries, importers (agents), exporters and an industry body.  NSEC is part of the industry in Portugal.  In stark contrast to white fish in the UK, seafood from Norway means a great deal to the Portuguese.  Norwegian cod is considered to make the best bacalhau and Norwegian exporters supply Portugal with 55% of its total annual volume of bacalhau (65,000 tonnes).  Thus, NSEC has a strong presence in Portugal, which is considered to be Norway’s sixth most important export market (based on value) (see NSEC, 2006b).

4.5.3
Case 3: Farmed salmon in Chile

The interaction between seafood actors in Chile starts from the focal dyads between the salmon farmers and their Japanese and US customers.  The interaction between these entities is shaping the structure in which the Chilean actors reside.  The view of interaction comes from the salmon farmers.  Suppliers to the salmon farmers are treated as third parties in relation to the interaction that takes place between the salmon farmers and their customers.  For example, the sorts of interaction discussed include those which take place between Mainstream (salmon farmer) and Walmart (supermarket) and the effect this has on resources.  Related to this, the interaction between Mainstream and fish feed manufacturer EWOS is considered.  EWOS, in turn, has to work closely with its fish meal and additive suppliers.  Additionally, interaction with other third parties such as Aislapol (packaging), Pharmaq (vaccines) and storage facilitator SAAM are also considered.  

Actors discussed in this case come from the following categories: US supermarkets, Japanese wholesalers / supermarkets, salmon farmers, fish feed producers, packaging producers, storage and transportation, pharmaceutical companies and additive manufacturers.

Producers of salmon in Chile are deemed to be in competition with producers of salmon in Norway.  Therefore, NSEC is not present in this case.  

4.6
Trustworthiness

All research methods have drawbacks (McGrath, 1982).  However, as long as the researcher has been honest about the challenges encountered and provides a logical argument for the use of a particular research design, the findings should not be disparaged or overlooked (ibid).  Each section in this chapter has specified the challenges encountered and how they were handled.  Therefore, this is believed to be an honest account of why certain decisions were made and why, having made them, the study is credible and has been strengthened by using an appropriate method given the research problem.  However, as a means of summing up, it is helpful to review the checks that show use of data and investigator triangulation (Yin, 2003).

Every effort has been made to be systematic.  The data collection was undertaken systematically, being based on a well-prepared research guide that was used to conduct each of the 60 interviews that were undertaken.  The consistency between the transcripts, in terms of issues covered and recurring themes, indicated that the guide was followed by the interviewers.  Having two researchers present for most of the interviews helped greatly in ensuring that momentum was maintained during the course of the discussion and that the key areas of interest were covered.  This ‘two heads are better than one’ idea also paid dividends when transcribing the interviews as each transcript could be cross referenced with the other’s notes to ensure consistency.  As a group of researchers working together on the same task, the main themes arising from the interviews were discussed during the course of the data collection period.  It is not common for so many researchers to be involved in data collection activities and this has enabled a type of triangulation that few studies can claim.  Additionally, secondary data, where possible, was used to corroborate what the managers were saying.  Therefore, every effort was made to ensure that usable data was collected.
This attention to detail – before, during and after the data collection – made it possible to use the datasets as they were.  This meant it was possible to identify direct interaction effects between seafood actors.  Much time was devoted to ‘unlocking’ the data.  Coding (initially) and systematic combining (mainly) were used to unlock the data.  While it was relatively straightforward to use the data at a dyadic level, making the transition to the network required greater consideration.    
However, constant re-evaluation and revision made it possible to achieve this aim.  The re-evaluation was conducted by the researcher on her own, as well in response to comments made following presentations of the work at workshops (eg Nordic Inter-organisational Workshop), seminars (eg internal department or inter-department sessions, or work with other research groups at other universities, eg Uppsala) and conferences (eg IMP Conference).  In addition, the publication of book chapters and articles have helped to explore parts of the whole (eg Cantillon et al, 2005; Cantillon and Håkansson, 2009; Prenkert and Cantillon, 2009).  Finally, each case was read by members of the NewMark team who were working with different parts of the whole (eg Lars Huemer read the Chile case; Svanhild Haugnes read the Portugal case; Frans Prenkert read the UK case).  This meant they could check the detail of the cases and identify any inaccuracies which could then be rectified.  
Now that the study’s method has been set out and explained, with reference to both strengths and weaknesses, it is appropriate to move on to the cases and within-case analyses, which appear at the end of each case.  Chapter five contains the white fish in the UK case, while chapters six and seven set out bacalhau in Portugal and farmed salmon in Chile, respectively.
5. White fish in the UK

This chapter sets out interactions that take place between seafood actors in the UK, where the primary good being exchanged is white fish.  The case comprises both primary and secondary data, with the latter mainly helping to provide a backdrop against which the interactions can be presented.  Interview data come from the UK’s large secondary processors
 – Young’s Bluecrest, Birds Eye, SIF (owns Lyons and Farne) and Coldwater Seafood (owns Seachill) – and they steer the discussion regarding interactions.  Interview data collected from Grimsby Fish Market, Polarfrost, Norway Seafoods, JBA, Harry Briggs, North East Lincolnshire Development Council and Grimsby Fish Merchants Association are also used because they relate directly or indirectly to the fish market and the secondary processors.  The case deals primarily with the actors and actor groups set out in figure 5.1.  The aforementioned smaller actors are set out at the end of the case and can be seen in figure 5.2.  The sizes of the boxes give an indication of the size of entity or the amount of raw material coming from exporters in a certain country (NB: under export countries, the use of country relates to the exporters therein – ie the country is not an actor).  However, they are not to scale and should be treated as rough indications only.  The chapter ends with the within-case analysis.
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Figure 5.1: the main actors and actor groups in the white fish case
5.1
Short background on white fish in the UK
In 2004, shoppers spent approximately £2.4bn on fish and fish products bought in British supermarkets (Seafish, 2005; Keynote, 2005).  Almost 80% of this figure, approximately £1.8bn, is captured by the large multiples
 (TNS Superpanel, 2005; DEFRA, 2005).  Growth is being driven by the sales of chilled seafood, which is worth approximately £1.13bn per annum.  Sales of frozen fish are put at £1.06bn and remain fairly static (TNS Superpanel, 2005).  Fishmongers, which sell mostly fresh fish, now only account for £240m annually (Keynote, 2004).  The rest is made up of canned fish, most notably tuna.  With combined retail sales of £598m (Seafish, 2007), cod and haddock represent around 30% of total seafood bought by British consumers.

Despite the fact that pelagic fish, such as herring and mackerel, are still important exports, the UK is a significant importer of fish (7th largest in the world).  This transition, from net exporter to net importer, came about in 1996 and is in part attributed to the reduction in North Sea fishing quotas, especially on white fish (DEFRA, 2005), and thus a general decline of the UK fishing fleet.  The gap between UK catch and imported fish continues to grow each year.  In 2005, the value
 of imported fish was put at £1,686m (DEFRA, 2005), an increase of 14% on the previous year.  Of this, imported cod and haddock accounted for £496m.

The total amount of cod (based on the whole fish weight) available in the UK during 2005 was 147,000 tonnes, of which 136,000 tonnes were imported.  The total amount of haddock was 109,000 tonnes, of which 68,000 tonnes were imported (DEFRA, 2005).

White fish, particularly cod, is an important part of Britain’s food culture.  This can be attributed to the ubiquitous fish and chip shop.
  Even with the plethora of modern fast food restaurants and healthy eating issues, an estimated 9 to 12,000 outlets exist in the UK, which use about 52,000 tonnes of white fish annually.  Approximately 70% of this is cod, with most of the remainder being made up of haddock (regional preferences dictate which is used – for example, around the Humberside area (north east England) haddock is preferred).  Other white fish species, for example, hoki and hake, are also used but the volume is small.  

Returning to retail, it is noted that in most categories, branded goods are giving way to the supermarkets’ own (private) labels.  This is the case for fish and fish products, where 80% is retailer branded.  Birds Eye and Young's Bluecrest are two UK frozen seafood brands, with Young's also offering a chilled ready meal range.  Wet (fresh) fish that appears on the fish counter (ie the ‘fishmonger’ part of the store) or the individual portions that appear in the chiller cabinet are usually devoid of fancy packaging.  With regards to value-added vs natural fish, more value-added products are bought in the UK than natural.
  This transition has been a relatively recent development.

Main exporter countries for white fish are Iceland, Faroe Islands, China and Norway.  The seafood processors’ main customers are large supermarkets, with the leading grocery retailers (Tesco, Asda, Sainbury’s, Morrisons) accounting for 78% of all fish consumed inside the home household.  While other routes to the consumer include large-scale catering (prisons, schools, hospitals) and hotel and restaurants (including fish and chip shops), as well as direct sales from the fishermen to locals and fishmongers, this case focuses on the interaction that centres around the grocery retailers, the secondary processors and exporters of white fish to the UK.  
5.2
Short background on supermarkets

The UK's grocery retailers have become powerful and important business enterprises over a period of about 30 years.  The four largest – Tesco (31%), Asda (16.6%), Sainsbury’s (16.2%) and Morrisons (11%) – account for 75% of the UK groceries market (TNS Worldpanel, 2007).  Other supermarket chains include The Co-operative Group, Somerfield, Waitrose, and Marks & Spencer (M&S).
  They are often accused of having too much power, with suppliers having to kowtow to stringent requirements.  However, it is acknowledged that they have driven up quality standards and increased consumer choice.  Around 6,000 new food and drink products are launched every year in the UK – twice as many as France, Europe’s second largest grocery innovator (foodfrombritain.com, 2005).  In addition to increased assortment, prices have also decreased due to improved supply practices.  

Supermarket growth has come about both organically and through acquisition.  A significant recent acquisition came in 2004, when Morrisons’ bid for Safeway was accepted.  As the retailers’ nationwide coverage has increased, so has their expertise in logistics and distribution grown.  The top three retailers only became truly national during the early 1990s.  A reversal of roles has taken place between supermarkets and their suppliers.  Once a supplier supplied what it could when it could.  Now supermarkets cannot afford to have ‘missing’ assortment and so category management principles are used as a means of gaining consistency across price, quality and amount per product area.
  Seafood is one such category and despite the fact most fish are still caught in the wild, the same management principles apply and these are what the seafood processors have to attend to if they are to remain important suppliers.

The supermarkets are also believed to be the driving force behind the increased popularity of fish, with continued growth coming from the chilled fish sector.  The advent of farmed salmon has aided this and has recently become the most popular species of fish, superseding cod.  However, taking cod and haddock together, white fish is still the preferred option in British households (DEFRA, 2005).  The seafood market, in terms of the UK’s in-home consumption, is worth in the region of £2bn, which is currently split more or less evenly between chilled and frozen (Keynote, 2004).  The sales of frozen fish are relatively static, while the chilled sector is growing by about 5% year on year (ibid).  Since the mid-1990s, Britain has been a net importer of fish, in that it imports more fish than it catches in its own waters.  In the case, all of the raw material suppliers are based outside Britain, with Iceland, China and Norway being three white fish export countries.  The relationships between the seafood processors and their suppliers are changing and this can be better understood by looking at the interaction that takes place between the processors and their supermarket customers.  A short introduction to secondary seafood processors is included ahead of the section on interaction between them and the supermarkets.
5.3
Short background on secondary seafood processors

Seafood processors are split into two main categories: primary and secondary processors.  The secondary processors are of interest because they relate most closely to the supermarkets.
  The distinction between the two types is denoted by the ‘value’ being added to the fish.  For example, coated fish and ready meals are ‘value-added’ items.  Primary processors concentrate on the primary tasks such as boning, skinning and cutting.  Secondary processors buy from primary processors so that they can concentrate on more elaborate processing.  The UK’s umbrella marketing unit, Seafish (www.seafish.org) distinguishes between the two processors by stating: "The industry is characterised by a small number of very large multi-unit businesses [secondary processors], and a large number of small, single site businesses [primary processors], with the large companies accounting for the majority of turnover."  (Seafish, 2005 – words in parentheses have been added.)

The number of total processors has decreased over the past ten years, during which time the industry as a whole has undergone extensive change, with a few of the already large manufacturers (eg Young’s Bluecrest and Coldwater Seafood) consolidating their businesses through the acquisition of other processing facilities.  Those entities that began in frozen fish have bought up chilled production facilities in recent years to strengthen their roles as leading seafood processors.  Secondary processors that supply supermarkets source most of their fish directly from primary processors in the aforementioned countries (see figure 5.1).  In 1995, supermarkets represented less than 50% of the customer base, now they account for over 70% of secondary processors’ annual turnover (Seafish, 2005).  
	


5.4
Interaction between secondary processors and supermarkets

It is important to draw attention to the fact that the primary data comes from the UK’s largest seafood manufacturers (see table 5.2).  The table shows the actors’ size and who their main customers are.  It is difficult to estimate exactly how much of the total volume of processed white fish these actors account for, but Young’s Bluecrest
 estimates that it supplies 40% of all the value added seafood products sold through Britain’s supermarkets (www.youngsbluecrest.co.uk, 2006).  Although indicated in table 5.2, it is worth underlining that Birds Eye produces a range of value added frozen food goods, while the other manufacturers specialise solely in the production of seafood products. 

Other secondary processors exist in Britain and some of the next largest entities, which were not interviewed, include: Cumbrian Seafoods (annual turnover, £100m), Findus UK (annual turnover, £40m; frozen foods, not a specialist seafood producer), and Simpson’s Seafish (annual turnover, £25m).  These manufacturer’s exhibit similar features to those that were interviewed, in that they have a few major customers (for example, Findus UK and Cumbrian Seafoods have Tesco and Morrisons as their main customers, while Asda is Simpson’s).  Therefore, it is believed that the interaction characteristics of the secondary processors are well explained by the primary data – ie even if other seafood processors had been interviewed they would not display very different interaction characteristics.
Table 5.1: size of UK secondary processors and their main customers
	Secondary processors covered by primary data

	 
	Young's Bluecrest
	Birds Eye*
	Coldwater, inc Seachill
	SIF, inc Lyons & Farne

	c. turnover, 2005
	£500m
	£500m
	£250m
	£152m

	Main customers
	Tesco, Asda, Sainsbury's, Morrisons, M&S, Waitrose, Somerfield
	Tesco, Asda, Sainsbury's, Morrisons, Somerfield, Co-op
	Tesco, M&S
	Sainsbury's, Tesco

	Main supply countries
	Iceland, China, Norway
	Iceland, China, N. America
	Iceland, China, Norway
	Iceland, China

	*frozen food manufacturer; fish just one important raw material


The secondary processors use different approaches towards their customers.  In certain situations the need for efficiency and effectiveness, which seems to have gone in hand with the development of the grocery retailers, has led processors to commit their production to just one or a few customers.  For example, Seachill (wholly owned by Coldwater Seafood) has one sizeable customer, Tesco, which represents 95% of total production.  It is not alone in its move towards production for one large dominant customer because SIF’s production units, Lyons Seafoods (shellfish) and Farne (smoked salmon), produce primarily for Sainsbury’s and Tesco respectively.  The other few customers these business units have are either based abroad or are unrelated to retailing, and none come close to rivalling the importance of the supermarkets.  For example, Sainsbury’s represents two thirds of Lyons’ annual turnover, with the rest coming from food service customers.

Young’s Bluecrest maintains a reasonably strong branded presence in the supermarkets with this revenue stream representing 25% of total turnover.  However, it is own-label (ie private label – the supermarket’s own brand) production that now dominates.  It may be due to its brands that Young's has developed seemingly even relations with all the major supermarkets in the UK.  Customers include the big four, as well as Somerfield, M&S and Waitrose.  
Supermarkets are demanding customers.  Use of category management
 has led to the introduction of contracts called Service Level Agreements (SLAs), which are renewed annually.  These are rigorously enforced, with the processor being penalised if the targets are not met – eg if delivery wavers, quality is unacceptable or quantity insufficient.  Price is negotiated separately on an ongoing basis.  Young's considers service (stability is a key aspect), rather than price, to be the most critical part of the relationships they have with the supermarkets.  In order to meet the supermarkets' category management targets, a modicum of production is outsourced.  This is done to ensure correct assortment [the need for which links to the SLA].  Apart from this, Young’s continues to do all its own processing.  Hygiene, quality control and technical efficiency have been all been key development areas in recent years.  As the largest secondary processor in the UK, reputedly supplying over 40% of all supermarket-sold seafood products, Young’s sees itself as something of a centre for excellence.  It tries to facilitate discussions between customers and regulators about the traceability of and consumer confidence in fish and fish products.  Achieving such goals is important to the processor.  

All leading supermarkets are Birds Eye
 customers, with one or two listing more product lines than others.  Since Unilever produces some of Britain’s most popular frozen food products, such as Birds Eye fish fingers, it is important for the supermarkets to list the brand and to keep a reasonable assortment of its products.  Unlike Young’s and other seafood processing specialists, Birds Eye has not gone down the own label production route.  The importance of the relationships influences some of the decisions the company makes with regards to product and facility developments.  Although over 50% of the total amount of fish still comes in the form of frozen blocks, some product features have been altered.  Portions are now important, something that would have been quite unusual just five years ago.  Fewer additives, including less salt are also noticeable changes.  In recent years, Birds Eye products have struggled to keep pace with the increasing popularity of chilled products.  In a bid to maintain sales, Unilever has changed its ready meal packaging to emulate that of chilled foods.  The manufacturer has relations with all the supermarkets and does not appear to engage more closely with one over another.  

Birds Eye also sees itself as an important seafood actor and it has endeavoured to further this position by developing a certification body called the Marine Stewardship Council (MSC).  The organisation was launched in 1997 as a joint initiative between the manufacturer and the World Wildlife Fund (WWF), and has subsequently become an independent body.  Its purpose was and still is to certify good fishing practice, where fisheries can obtain a stamp of approval for the methods they use to catch and process fish.  At the point of inception, Birds Eye believed that it would be possible to have all its suppliers certified by 2005.  At the time of the interview, it was of some concern and puzzlement that this goal had not been achieved.  It was noted that while retailers spoke highly of the scheme, they did little actively to encourage certification, and consumers (ie members of the public) were surprisingly ambivalent about something which Unilever believed would be of key interest given increased media coverage of traceability, sustainability and other environmental issues.

As mentioned, SIF owns the secondary seafood processors, Lyons Seafoods and Farne but its origins lie in the trade of white fish.  As a trading entity, it offers its customers a consistent, stable supply of fish which is possible due to the large volumes it handles.  SIF focuses on primary processed fresh and frozen fish.  The high quality, individually quick frozen portions of haddock it buys are sold mainly to wholesalers, whose customers are fish and chip shops.  The most important raw material, Atlantic cod, is mainly bought in fresh or frozen fillets and portions for retailers and large processors.  Pacific cod is bought by the secondary processors but not by retailers or fish and chip shops.  The reason for this is because the flesh has a different texture (softer and doesn’t flake) from Atlantic cod and is less acceptable to the British palate.  Therefore, Pacific cod is suitable for ready meal products where this characteristic is masked by the mix of ingredients.

With the advent of supermarket service level agreements (SLAs), SIF sees itself as a ‘go-between’ for retailers and producers, helping to smooth and balance the retailer demands against the unpredictability of catching wild fish.  The stringent SLAs cannot easily be met by individual seafood suppliers.  SIF's sales organisation role means that it is better placed to meet these agreements because it buys from several sources.  Therefore, SIF takes on the responsibility of dealing with the SLAs, leaving the supplier free to concentrate on fulfilling agreed upon orders.  Supermarket chains account for 50% of SIF's turnover, while wholesalers (serving fish and chip shops) account for 25% and processors, who buy mainly blocks, account for the other 25%.  The supermarket customers are most important, although SIF believes that synergies arise from serving all three areas.

5.5
Interaction between secondary processors and fish suppliers

The interviewees did not divulge supplier names and this is why supplier countries are referred to.  Table 5.3 prefaces the section by setting out white fish imports into the UK over a ten year period from five important export nations (figures taken from the UK’s Marine and Fisheries Agency, 2006).  Its presence helps to underpin some of the following observations, namely the demise of Norway as an important supplier nation and China’s rapid growth. 

Table 5.2: white fish imports into the UK by export nation
	 
	1996
	2000
	2005

	 
	all white fish, fresh, frozen, chilled
	all white fish, fresh, frozen, chilled
	all white fish, fresh, frozen, chilled

	 
	Tonnes
	Tonnes
	Tonnes

	Iceland
	48,116
	50,947
	82,164

	Faroe Is
	45,115
	25,160
	47,450

	Norway
	57,497
	42,272
	30,424

	Denmark
	18,914
	29,891
	29,247

	China
	0
	0
	25,370


The management of white fish quotas is considered to be instrumental if supermarket requirements are to be met.  A quota simply means the amount of fish one fishing vessel can catch in any given year.  White fish species have small and often declining quotas.  If quotas are not managed by the fishing vessel, a single annual quota for cod, for example, could be fished during the peak season when the fish are plentiful and in top condition.  However, the secondary processors need fish all year round as per their customers’ needs.  The primary processors that are able to work with fishing vessels and encourage selective fishing throughout the year are the ones that appear to be working most closely with the secondary processors.

SIF originally represented the interests of several Icelandic suppliers.  Iceland still dominates, supplying 65% of the fish.  However, China has become an important supplier in recent years, providing 30% of the total purchased.  The remaining 5% is sourced from Norwegian and Faroese suppliers.  The relationships with the Icelandic producers have been in place for many years, while those with Chinese suppliers are more recent and have come about through the supply of double frozen cod, which is primarily used in ready meals or for coated products.  

Although SIF wishes to interact with its suppliers in a way that enables them to meet customer SLAs, its suppliers remain price focused.  When the price per kilo of fish goes up on the open market, suppliers can be tempted to forsake the lower, long term price agreed with SIF to take advantage of a short term hike.  If the suppliers do not honour their commitment to SIF, volumes can fall below the amount promised to the customer.  This is when SIF runs into trouble with the SLAs.  It is an ongoing challenge for the company to convince its suppliers that a long term view is good for their business.  In other words, it is better to commit to a known volume of lower priced fish each year, than to deal with the uncertainty of the market.

Young’s also believes that closeness to fish suppliers is vital if continuity and sustainability are to be achieved.  Stability in the flow of raw materials must be attained if customer category management stipulations are to be met.  To do this, Young's tries to be a part of the system and involve itself in discussions on quotas and with marine scientists.  The secondary processor’s past emphasis on frozen seafood products is emphasised by a wholly owned subsidiary, Polarfrost, which undertakes certain primary processing tasks and in particular works closely with factory trawlers, which freeze the fish on board.  This closeness to the catch side of the business means traceability can be more easily managed and Young’s, together with its customers, benefit from Polarfrost’s longstanding relationships with the factory trawlers.  Polarfrost believes that it was this proximity that encouraged Young’s to purchase the unit.
The rise of China as an important supplier of cod is evident.  The ability to minimise wastage is one of the key benefits that Chinese suppliers offer.  Cheap labour enables a higher yield per fish because the fish are boned and filleted by hand, which is a much more precise tool than the machines used by Western primary processors.  The double frozen raw material coming from China is therefore very attractive.  It is particularly useful in the production of ready meals, where the fish is combined with other ingredients.

While Norwegian suppliers are still used by Young’s, they have become less dominant during the past five years, with overall volumes decreasing by 50%.  Suppliers need to be able to manage the quotas to ensure access to white fish across the year, and not just have availability during peak season.  This issue is something Norwegian suppliers find difficult to control due to legislation that restricts relations between fishing vessels and producers.  During the early months of the year, Norwegian cod is plentiful.  It is good quality and cheap.  However, Young’s is interested in developing long term business exchange relations with its suppliers and cannot afford to jeopardise these arrangements by switching for just this period, with the risk of not being able to acquire sufficient quantities for the other nine months.  

The number of suppliers has been reduced over the years, so that more time can be invested in order to respond to SLAs appropriately.  This particularly relates to price fluctuation – a perennial challenge for any natural resource but especially one which is still predominantly wild and uncontrollable.  If Young's can develop more forward-looking, long-term arrangements with its suppliers, it believes the seasonal peaks and troughs could be levelled thus reducing price fluctuation.  Taking the long term view by managing quotas across two to three year periods is vital if such an ambition is to be realised.  In this way, Young's considers its suppliers and the associated relationships to be important assets.

Birds Eye continues to source from a wide range of white fish exporters, including suppliers from Canada, USA and countries from the Baltic area, as well as Iceland, China, Norway and Russia.  Unlike the other processors, Birds Eye does not include its customers in its supplier relationships.  Unilever buys from suppliers it believes are able to deliver the necessary quantity and quality, and approval from customers is not required for this.  China has become a more prominent supplier in recent years.  As with Young's and SIF, it is the increased yield that makes fish from Chinese suppliers attractive.  All Birds Eye products are value added (fish together with other ingredients) which means that use of double frozen fish in certain products is acceptable, especially since the earlier quality issues concerning fish coming from China have been removed.  Birds Eye uses fish from other suppliers for premium products.  In the past, Norway and Russia have been important suppliers but this is no longer the case.  It was noted that suppliers in Canada and the US were quickest to apply for and attain the MSC certification, while Icelandic suppliers were seen to be good at controlling supply and distribution
, which has enabled them to become important suppliers.  Unilever likes to hold onto its suppliers and has preferred producers in each of the countries from which it buys.  In Norway, where the volume of raw material has diminished significantly over the past five years, Unilever continues to purchase small quantities from two or three producers in case current consistency difficulties can be resolved.  

The raw materials for each product are precisely specified.  If suppliers do not adhere to these requirements, shipments are returned.  Before becoming a Unilever supplier, the production facilities are assessed by the fish buyer and a technician.  Once approved, further inspections take place every three years.  Technical and commercial discussions are ongoing, with face-to-face meetings only taking place about once a year.  For European suppliers, these meetings tend to happen more frequently.  

Suppliers are important to Coldwater Seafood.  Good relationships have existed with Icelandic suppliers for many years, even though an increasing volume of double frozen blocks of cod come from China.  The reasons for using Chinese suppliers are similar to those outlined above.  One particular Norwegian supplier relationship was, in 2003, responsible for supplying 20% of Coldwater's raw material.  It had become an important supplier to Coldwater because it already had M&S supplier approval, which is the manufacturer’s second largest supermarket customer.  Its importance as a supplier was reflected by the fact that despite the evident challenges that were facing the supplier in terms of being able to meet Coldwater’s needs, the two actors continued to work together.  One of the main reasons given for the difficulties was the Norwegian auction system.

Norway Seafoods supplies Seachill.  One of the advantages that Norway Seafoods has over other Norwegian processors is that it has greater control over catch because it owns its own fishing vessels.  This enables the white fish quotas to be spread evenly across the year, which in turn means that it can meet the need for consistent supply levels.  It is noted that Norway Seafoods is turning more towards fresh or chilled fish production.  This would be in keeping with the exporter’s relationship with Seachill, which specialises in chilled fish for Tesco.

5.6
Interaction between actors related to GFM
Finally, the direct supply arrangements between the fish suppliers and secondary processors mean that the local fish market no longer features in the grocery retailer route to the consumer.  With the exception of Birds Eye
, the actors in the case are based in the Humberside area, which represents some 80% of all UK seafood manufacturing (North East Lincolnshire Development Council, 2005).  Grimsby Fish Market (GFM) remains the larger of the region’s two fish auctions.  In the late 1970s it was still selling up to 25,000 boxes of primarily cod and haddock on a daily basis.  Now the figure is closer to between 1,500 and 2,500.  Although the secondary processors are registered to buy from GFM, they are rarely seen there during the week.  It is only when a shipment does not arrive or there is a quality issue that the secondary processors need to ‘top up’ from the market.  To participate in the market (ie take part in the buying and selling), merchants, including the likes of Young’s and Seachill, have to be registered with the Grimsby Fish Merchants Association, while the agents, which are responsible for placing fish on the market, have to be registered with the Grimsby Fishing Vessel Owners Association.  Over two thirds of all the fish on the market comes from Iceland and there are two [out of a possible ten] active agents, which represent the suppliers’ interests by preparing the incoming fish for auction (NB: the agents do not buy the fish, they are paid on commission by the suppliers).  
The majority of the merchants are small, primary processors, such as Harry Briggs, whose main customers are fish and chip shops.  Working with these single outlet units, means specific sized fish are required and the fillets are prepared according to customer requirements.  Smaller secondary processors, such as Superior and Kirwin Brothers, use the market to ‘top-up’ fish for their production requirements.  Since the auction takes place every weekday the buyers and the agents are familiar with one another.  Suppliers of fish to the market have no need to be present.  The sales process is conducted through the auctioneer after the agents have placed the lots on the market floor.  Buyers and sellers, therefore, do no need to know each other.  Figure 5.2 shows the main actors in the fish market picture.
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Figure 5.2: actors related to Grimsby Fish Market

Table 5.3 below shows some of the different types of interaction that have been covered the white fish case study.  These will be taken up and discussed in the within-case analysis.

Table 5.3: types of interaction in the white fish case

	
	Young's Bluecrest
	Birds Eye
	Coldwater inc Seachill
	SIF inc Lyons/Farne
	GFM Merchants

	Pure exchange
	Norwegian Suppliers 
	
	 
	Norwegian Suppliers
	Icelandic suppliers

	Light cooperation
	Scientists, industrial bodies, Polarfrost
	 MSC
	 
	
	Other merchants, agents

	Buying & selling
	Supermarkets
	Supermarkets, Norwegian suppliers
	
	Wholesalers
	Fish and chip shops 

	Producing & using
	Supermarkets, Polarfrost, 3rd party processor
	Supermarkets, suppliers
	Tesco, M&S, Norway Seafoods
	Sainsbury’s, Tesco
	 

	Close cooperation
	Supermarkets, Icelandic suppliers,
	Supermarkets
	Tesco, M&S, Icelandic suppliers
	Sainsbury’s, Tesco, Ice-landic suppliers
	 

	Networking
	Suppliers
	 
	 
	Suppliers
	 


5.7
Within-case analysis

Figure 5.3 shows the interactions between the actors included in this case.
  It also provides an overview of the involved business units and their connections to one another.  The following analysis examines the types of resources that have been changed through various interactions.  This will reveal how the interaction between seafood actors can be characterised.  Only some examples of each interaction type are picked out, which is enough to show the variation.  
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Figure 5.3: interaction between seafood actors involved in white fish in the UK

5.7.1
Pure exchange
Many interactions where resources do not or are unlikely to change can be seen.  For example, the secondary processors (particularly SIF and Young’s) talk about their goal of having closer relationships with their suppliers, but they also mention that at certain times of the year large quantities of top quality cod become available.  The implication is that due to the arrangements in place with important suppliers this availability is eschewed.  However, they also indicate that while this is the ideal, when the need arises it may well be useful to be able to access large amounts of cheap, quality fish.  In such situations, a price will be negotiated and a transaction carried out.  The resources of the parties who have conducted the exchange will not have changed from a one-off sale such as this.

Similarly, the reason why this glut of white fish appears around the early part of the year is partially due to the enforced auction system that is in place between fishermen and processors in Norway.  The auction facilitates the sale of fish and as a result buyers and sellers do not need to know each other.  In which case, the same price-based mechanism coordinates the sales process and resources do not alter as a result of the interactions.

Finally, Grimsby Fish Market is where merchants buy fish.  The transactions are conducted by an auctioneer, who facilitates the sale between merchants and faceless buyers (because they are represented by agents and do not usually attend the auction themselves).  As above, resources do not change as a direct result of these particular interactions.  
5.7.2
Light cooperation
Situations where individuals may change their opinions of one another are evident in the complementary ‘relationship building’ types of activities in which some of the actors are involved.  For example, Birds Eye and its Marine Stewardship initiative, or Young’s’ approach to other important bodies such as the scientists in a bid to involve itself in wider issues associated with fishing and seafood production.  These activities are designed to build kudos or position and place the companies in a light which they feel befits their standing.  Their efforts may also be seen as responses to improve efficiencies elsewhere, which is why Birds Eye is frustrated by suppliers’ lack of interest in wanting to gain certification.  That is, Birds Eye saw the initiative as something that could drive up/improve practices on the supplier side which could have benefitted them by enabling greater efficiency.  Another example is found in Young’s’ purchase of Polarfrost.  The secondary processor was aware of Polarfrost before deciding to buy it (it knew about the good relationships Polarfrost had with the factory trawlers).  The unit offered something that Young’s wanted which could benefit the focal dyad.
In addition, it cannot be ignored that although the ‘pure exchange’ interaction does not permit change in resources, such interaction could lead to becoming acquainted with potential future counterparts.  Certain of the pure exchange examples, where a large processor requires additional fish and has to look beyond regular sources to acquire it, are likely to give rise to a growing awareness of other actors.  It is not that the ensuing exchange will result in anything more than a one-off transaction but an awareness of the interacting parties may be formed.  In the fish market, this awareness of other actors is something that can be witnessed by attending an auction.  The merchants know each other reasonably well, having spent most mornings in the same place for years.  While they may not be well acquainted with the actual fish suppliers due to their absence on the market, the buyers engage in social interaction and the opinions they have of one another may well have implications for future cooperative endeavours, which may lead to eventual acquisition.

5.7.3
Buying & selling

Birds Eye does not produce any own label products and it concentrates on frozen foods.  In recent years, sales of frozen foods have languished as shoppers appear to prefer buying chilled alternatives.  In a bid to halt this decline, Birds Eye has re-packaged its frozen goods to emulate the appearance of chilled alternatives.  Only five years ago, the manufacturer used to buy most of its raw material in blocks. Now only 50% of the fish is bought in this form.  Portions of fish have become important in the past five years and this reflects increased product sophistication.  A reduction in additives, such as salt, are also noted product adaptations.  Birds Eye specifies tight product requirements, which must be adhered to by the supplier.  
As a trading company, SIF has an interesting role in relation to the secondary processors.  The company is experienced in sourcing large amounts of plain, simply processed white fish.  Rather than the supplier having to negotiate directly with the supermarket, SIF acts as an intermediary which makes it possible for SLAs to be met (ie SIF takes on this responsibility because it sources from several suppliers) while the supplier concentrates on fulfilling the order.  In other words, if the primary processor (the suppliers) is unable to buy sufficient fish one week, SIF buffers the processor from the penalties that would be incurred if an SLA had been in place, while at the same time making sure that the supermarket gets what it needs by being able to make up the shortfall from an alternate source.

Fish and chip shops require IQF (individually quick frozen) portions and as a result this is what is sold to wholesalers, the main suppliers to fish and chip shops.  Pacific cod is sold to the secondary processors because it is an acceptable raw material to use in a ready meal where the texture is disguised by the other ingredients.  Retailers require Atlantic cod if it is to be sold in chiller cabinets or in-store fish counter.  Primary processors, such as Harry Briggs, which work directly with fish and chip customers, buy specifically sized fish so that the fillets are the right size for the fish and chip shops’ fixed price menu.  In different parts of the country, regional tastes dictate whether haddock or cod is preferable.  Around the Humberside area, haddock is preferred.  
Interaction between suppliers in China and secondary processors in the UK has helped to bring about improved quality in double frozen cod from China, which now makes it suitable for use in ready meals.  This improvement and the volume of ready meals in Britain seem to be an indication of why China has become an important supply country over a ten year period. 
5.7.4
Producing & using
Young’s is moving away from its branded products to concentrate more on supermarket own label production.  It has adapted its production to accommodate customer requirements and while most items are processed by Young’s own facilities, it has to outsource the production of certain products in order to ensure that the correct assortment can be delivered.  Specific aspects of production that have improved greatly over recent years include hygiene, quality control and technical efficiency.
SIF focuses on simple, primary processed white fish, while it has two value-added secondary processors which produce more complicated products.  A matter which is taken up more fully in the next section is the transition to or addition of chilled fish production facilities.  In the past five years, Coldwater and SIF have purchased specialist units in order to provide this assortment.
Norway Seafoods has adapted its facilities to meet Seachill’s requirements.  This has helped it to remain an important supplier.  It has managed to integrate fleet and processing while a previously important supplier to Coldwater has struggled to adapt to the requirements.  The example shows that as the secondary processor attempts to find solutions to a less than ideal situation, finding an alternative source is not something that happens quickly.  This indicates that resources have been adapted in ways that make a sudden change difficult.  Plus, a change may not even be desirable depending on how long the companies have been working together and the indirect relationship the supplier has with an important supermarket customer.
5.7.5
Close cooperation
Here one needs to be careful because it could be tempting to subsume the two final categories into each other but there is a distinction.  From the case, there are a number of resources that have been changed in a wide-reaching way.  That is, the adaptations are being made with a long term view in mind: that the changes being made are not going to be easy to undo.  To make these types of adaptations, it is assumed that a certain level of commitment and trust must exist between the interacting parties [and in the case this is determined by the volume of seafood that is being exchanged].  

Coldwater Seafoods bought Seachill and Cavanagh &Gray to enhance its chilled seafood production offering, while SIF acquired Lyons and Farne to widen its offering and to involve itself in the value-added part of seafood production.  These acquisitions indicate that, in order to adapt to the supermarkets’ needs, certain secondary processors invest heavily by acquiring other processors.  While there may be something of a moot point in terms of whether these could be considered to be changes made to facilities, the reason they appear here is because of the organisational adaptations that need to be made when two companies merge.  Organisational change is necessary when companies merge, with downsizing and reconfiguring routines to gain efficiency.  These are changes that usually take time to implement and the acquisition of a new business unit is not something that can easily be undone.  It is also noted that units have been acquired as an outcome of the interaction with the supermarkets – the move towards chilled production, for example.  Therefore, these adaptations denote the increasing importance of the secondary processor to key customers, making it likely that change takes place on both sides of the dyad to achieve efficiencies.
However, at this stage, despite the long term nature of the adaptations, the change still takes place within the dyad.  The hierarchical situation between Seachill and Tesco can only be assumed to relate to adaptation in the dyad because the case does not reveal more than this.  Based on the magnitude of the exchange, there should be a need for third party relationships to be exploited deliberately in order to respond to the adaptations that have come about through the focal interaction.  However, this may not be happening and cannot be presented otherwise.  This is the distinction between ‘close cooperation’ and ‘networking’.  The third party adaptation in the latter category is being done deliberately because of the changes that have already been made in the focal relationship.  In ‘close cooperation’, the third party adapts in response to the focal change.  
5.7.6
Networking

For example, Young’s and SIF are actively exploiting their supplier relationships as a result of what has already happened and because they can see that greater efficiencies can be achieved if certain specific adaptations are made elsewhere.  Greater efficiency on the supplier side (ie the processors and their suppliers) will enable the processors to meet the SLA targets.  In the networking examples, the difficulty of making such change is emphasised.  It is evident that more time will be needed, if it can be done at all, before the changes in the third party relationships enable improved efficiency (ie suppliers remain price focused).  This deliberate exploitation does not seem to be something Bird’s Eye is attempting.
Although, as with the other manufacturers, Birds Eye has improved hygiene and expanded its technical knowhow, developed and extended product ranges, raised the quality of the ingredients used, reduced additives and so on.  It still keeps its customer and supplier relationships removed from one another.  Supermarket customers are not involved in the appointment or inspection of suppliers and in comparison to the other processors, Birds Eye continues to retain many different suppliers in more countries.   However, the focal customer relationships do affect the supplier relationships – for example, the increase of portioned fish, the need for raw material consistency and the reduction in supplier importance when these needs cannot be met.  The difference between these adaptations and those discussed by the other seafood processors is that these are not deliberate or calculated effects, nor are they effects that improve efficiency between the relationships, which is what the ‘networking’ examples appear to be pursuing.

5.7.7
Summary

Many interactions can be seen to comprise a short time horizon.  However, it is noted that these interactions often take place within a structure that has been created by wide-reaching interaction, ie either ‘close cooperation’ and/or ‘networking’, which may exist as a result of either direct interaction or indirect interaction.  The analysis also reveals that ‘close cooperation’ has in certain instances given way to ‘networking’, where a third party relationship is being deliberately exploited to enable greater efficiency.  
One other important observation is that the resource adaptation discussed here reflects the traces of both direct and indirect interaction.  No attempt at this stage has been made to distinguish between the two as the purpose of the within-case analysis is to show that change in the resources indicate different types of interaction.  This matter is taken up specifically in the cross-case analysis which appears in chapter eight.
6. Bacalhau in Portugal

The second case deals with the different types of interactions that take place between actors related to the production and use of whole dried bacalhau in Portugal.  The interactions are drawn from the perspective of the three largest supermarket chains, which are also referred to as distributors.  Primary data have been collected from these actors and the importers, Pixies Internacional and CNCB, together with Norwegian Seafood Export Council (NSEC).  Interview data collected from other actors that reside in this network have also been used.  Secondary data in the form of company and market reports
 were also used, as well as interview data (Jangaard and Fjordlaks) that had been collected for another project some years previously (Netlog project, 2003).  NSEC also appears in the case thanks to the importance of Norwegian cod in Portugal. 

Three large supermarket chains and three large Norwegian exporters dominate the bacalhau picture in Portugal.  Norway has had a long trading tradition with Portugal, stretching back over hundreds of years, so it is not surprising to learn that Norwegian exporters supply around 55% of the total bacalhau in Portugal.  Despite the presence of large grocery distributors, many hundreds of tiny business entities continue to participate in the exchange of bacalhau.  These include the specialist bacalhau boutiques as well as the numerous cafés and restaurants.  Often it is cheaper, especially for a single person, to eat out than to prepare a bacalhau dish at home.  As with other developing or developed grocery retailer sectors in Europe, Portugal’s supermarkets dominate the sales of groceries to consumers and this includes bacalhau.  There is a small but growing trend towards value-added products, such as ready soaked bacalhau and ready meals.  This does not form any part of this case because the main product being exchanged in Portugal is whole dried codfish.  

The actors included in this case study are set out in figure 6.1.  The sizes of the boxes are not to scale and only provide a rough guide to actor size relative to its area.  
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Figure 6.1: the actors in the bacalhau case

6.1
Short background on bacalhau in Portugal

Bacalhau is Portuguese for dried salted codfish.  Most of the bacalhau sold in Portugal is made from North Atlantic cod.  Saithe, whiting and Pacific cod are also used but the amount is negligible.  Pacific cod is favoured in Brazil and the Dominican Republic.  The main difference between the cod species is that Pacific cod is softer in texture and does not ‘flake’ in the same way as its North Atlantic cousin.  In terms of price, however, there is a big difference, with the Pacific variety being significantly cheaper.  This makes it a useful substitute in the growing number of ready prepared products, which accounts for the report that import of the species is relatively recent.  Since the volume is tiny, no attempt is made to distinguish between the two species; when cod is referred to it is understood to mean Atlantic cod.  An estimated 25% of all cod (worldwide) is consumed in Portugal, which equates to about 65,000 tonnes of bacalhau or 6.5kg per capita annually.  Furthermore, it is estimated that about 40,000 tonnes are sold annually through the supermarkets.  
Bacalhau has to be soaked in water before it can be eaten.  Around 6-7.5kg expands to 13-14kg once it has been soaked in water.  There are different grades depending on the remaining water content.  According to the new regulations which came into effect in April 2005, bacalhau should have a water content of 47% or less.  NSEC advises that the whole bacalhau should remain as straight as a sheet of paper when held by its ‘tail’.  If it bends, it means that the water content is quite high.  The other grade variants are referred to as semi-dry (demi seco), with 48-51% water, and bacalhau verde (green), which contains 52-58% water.  These variations have to be specified – ie they must not be sold as bacalhau – and they need to be chilled.  Both frozen and fresh cod can be used to make bacalhau, but a drier product can be achieved when fresh cod is used (NSEC, 2005).

As indicated, the whole dried codfish is still the most popular way to buy bacalhau, accounting for 75% of sales (TNS Gallup, 2005).  Since domestic arrangements are changing in Portugal, new products such as bacalhau ready meals and pre-watered, ready-to-use frozen or chilled pieces are emerging.  These are targeted towards people living on their own where the purchase of a whole bacalhau for everyday usage may be impractical.  There is also interest in this type of product from housewives who are now juggling career and home lives.
6.2
Short background on supermarkets
Portugal has two large ‘home grown’ distributors, Jeronimo Martins and Sonae Distribuição, ranked number one (18.5%) and two (15.3%) respectively, which have well recognised grocery retail brands (eg Pingo Doce and Modelo Continente respectively).  The third largest grocery retailer is the French chain Intermarché, with a 12.6% share of the market (www.foodfrombritain.com, 2005).  The top five supermarkets account for almost 65% of grocery distribution in Portugal (ibid).  The country is considered to be one the most fragmented food markets in Europe (Mintel, 2006).  However, the large grocery retail chains are undeniably important, with the three leading distributors accounting for 46.4% of the market (foodfrombritain.com, 2005).  In terms of the amount of bacalhau, it is estimated that these three retailers together account for around 30,000 tonnes sold each year.  Table 6.1 provides an overview of the grocery retailers included in this study (sources are various: foodfrombritain.com, 2005; annual reports from Jeronimo Martins and Sonae; interview data).  (NB: the turnover over for Jeronimo Martins is for Pingo Doce only, ie the supermarket chain.  It does not include the distributor’s hypermarket and cash & carry stores, Feira Nova and Recheio, respectively.)

Table 6.1: size of the Portuguese supermarkets
	 
	Jeronimo Martins
	Sonae Distribuicao
	Intermarché

	Turnover in 2005

	Pingo Doce (PD): €853m
	Modelo Continente: €2,344m
	?

	% groceries mkt
	all stores: 18.5%
	15.30%
	12.60%

	Store formats
	supermarket, hypermarket, cash & carry
	supermarket, hypermarket, cash & carry
	supermarket

	Bacalhau volume per annum
	all stores: 15,000t PD: 10,000t 
	10,000t
	7,000t

	% of total bacalhau consumed 
	all stores: 23%; PD: 15%
	15%
	11.50%

	No. of stores
	all stores: 240;    PD: 179
	113
	212

	No. of bacalhau suppliers
	PD: 1 x 70% of total volume
	10-12 of which 5 largest=60% volume
	c.12


As well as smaller supermarket outlets, the hypermarket format is popular in Portugal.  These large retail areas stock a wide range of food and non-food items, such as electrical appliances, gardening products and clothing.  They may cover as much as 4,000m², although this is relatively small in comparison to hypermarkets elsewhere in Europe (Jeronimo Martins, annual report, 2005).  The smaller size is likely to be as a result of earlier restrictions on floor space, which have hampered the large store format in Portugal.  Discount retailing
 has instead proved a popular means of optimising sales per square meter in compromised space.  The three largest grocery retailers, which are described later, have their own logistics and distribution facilities, while others, such as Carrefour and Lidl rely on the wholesalers to provide these services.
6.3
Short background on bacalhau exporters
The Norwegians dominate the supply side (see box – based on 2004 figures) but the Portuguese also buy from Iceland, Russia, Canada and Alaska
.  The trade of bacalhau between Norway and Portugal has existed for hundreds of years.  Wet and frozen cod may also be exported to Portugal from Norway, as well as dried codfish.  The fresh and frozen fish is processed further in Portugal, with 65% of the processors who deal with salting and drying processes being based around the city of Aveira in Northern Portugal.  
The Portuguese believe that the best bacalhau is made from Norwegian cod.   The importance of bacalhau export from Norway is the reason why NSEC has an office in Portugal.  The quango, which was set up by the Norwegian government in 1991, is funded by an indirect tax that is placed on the export turnover of all Norwegian seafood producers.  The monies funding NSEC’s work in Portugal comes from the producers of bacalhau.  NSEC uses a generic brand name, ‘Seafood from Norway’, for much of its promotional work in other export countries, but in Portugal it uses the sub-brand ‘Bacalhau de Norvege’
, thus further denoting the product’s significance.  (Salmon is the only other fish export from Norway [to Portugal], with an annual volume of around 4,000 tonnes per annum.)  

The 10 largest exporters account for 65% of total bacalhau production in Norway (Norsk Fiskerinæring, no.7, 2005).  Fjordlaks, Jangaard Export and Møre Codfish are the top three, producing around 45% of the total volume. They are also important actors in the context of Portugal, which is substantiated by the amount of bacalhau they export, as well as the frequency with which their names cropped up in interviews irrespective of whether the company in question interacted with them directly or not.  An overview of these three producers is set out in table 6.2.  The table includes important customers and the amount of bacalhau which is being exchanged between them.  Norway’s production of bacalhau has undergone substantial technological change during the past 40 years and this, amongst other reasons, is why only about 30 producers remain in business (ibid). 

Table 6.2: size of the three largest Norwegian producers of bacalhau
	 
	Fjordlaks
	Jangaard
	Møre Codfish

	Av. annual production of bacalhau
	12,000t
	11,000t
	10,400t

	% of total av. annual bacalhau prod. in Norway
	15.60%
	14.30%
	13.50%

	Year established
	1972 (bacalhau prod. began in 1986)
	early 1960s
	1956

	Large customer
	CNCB
	Pingo Doce
	Pixies International 

	Relationship duration
	16 years
	4 years
	6 years

	% of production sold to above customer
	c.35%
	c. 63%
	c. 57%

	Fresh or frozen raw material
	100% frozen
	85% fresh; 15% salt fish
	90% frozen


6.4
Interaction between the supermarkets and their suppliers

It is important to point out that the primary data comes from Portugal’s largest grocery retailers (see table 6.1).  Other supermarket chains exist, with Carrefour (9.8%; discounter) and Auchan (8.2%; hypermarket) being the fourth and fifth largest (foodfrombritain.com, 2005).  Although large, it is not thought that their interaction patterns would differ from those already covered by the market leading distributors, which sell almost half of Portugal’s groceries.    

Intermarché / CNCB / Fjordlaks

Intermarché sells inexpensive groceries.  In particular, it runs certain loss leader products across all its stores and this includes selling bacalhau at low prices or at a loss during promotions to attract shoppers into the stores.  As long as the price is right, the retailer will buy bacalhau from any supplier, consistent with its ‘pile it high, sell it cheap’ sales strategy.  Intermarché has sufficient capital, storage facilities and selling capacity to take large quantities whenever the opportunity arises.  Bacalhau works extremely well as a loss leader product because a small reduction in price reaps a huge influx of shoppers.  This indicates the popularity of bacalhau in Portugal.  The product sells fast and this boosts cash flow.  Supplier payment terms are on a 35 to 40 day basis, so Intermarché gets instant cash in hand.  The supermarket states that its largest ever single order was for 25 trucks of bacalhau (each carrying approximately 22 tonnes) from Møre Codfish in 2004.

Intermarché’s warehouse, which in 2005 was a relatively newly completed installation, can take up 900m²x30 boxes and this is critical if large quantities of bacalhau are to be accommodated.  It also means that the supermarket can take advantage of low market prices, which tend to come in the early part of the year when Norwegian cod is plentiful (Norsk Fiskerinæring, nr 7, 2005).  This also reflects the long shelf life of the dried codfish.  During an average week, the chain sells around 30 tonnes of bacalhau but when it is running a promotion, that figure is likely to be around 500 tonnes.

There are 12 main suppliers on the supermarket’s books, which include the importer CNCB, primary processor Groupexie, the wholesaler Altomar, and the secondary processor RiverAlves.  Around 12% of the dried codfish comes from Norway directly, with Møre Codfish being one supplier and Fjordlaks another.  There has been a reduction in direct supply from Norway in recent years.  Therefore, an important route to Intermarché for Fjordlaks’ bacalhau is via CNCB.  The two companies have been working together for 16 years, with around a third of all CNCB imports coming from Fjordlaks (approximately 5,000 tonnes).  If CNCB needs to obtain bacalhau quickly, which often happens, it buys from Fjordlaks – ie the whole dried product.  The longstanding relationship between the actors is described as a marriage, where the right product is produced for an acceptable price.  If a customer pre-orders in sufficient time, then frozen cod is bought from the Icelandic trading agent, SIF, for finishing off (ie salting and drying) in Portugal before being transported to the customer.  To support this side of the business, CNCB bought a processing facility in 2000.  The importer also has a cash & carry business – Saner, comprising four outlets – which enables it to reach hotels, restaurants and cafés.  These customers are numerous and CNCB has over 7,000 of them on its books.

New regulations introduced in 2005 prohibit sales of a product purporting to be bacalhau but which has a water content greater than 47%. Fjordlaks uses frozen cod in the production of bacalhau and this makes it difficult to obtain super-dry bacalhau.  However, the product it does produce is in keeping with its customer’s requirements, as indicated above: the price paid by customers such as CNCB and Intermarché for Fjordlaks’ product indicates that it has been made in line with certain specifications, with low price being and important part of that equation.  The introduction of the regulation posed concerns for all parties and was commented upon by Intermarché and raised by Fjordlaks in the trade magazine, Norsk Fiskerinæring (nr 7, 2005). 
Sonae Distribuição / Pixies Internacional / Møre Codfish

Sonae owns three grocery retail brands, with the mini-hypermarket (Modelo – average size 2000m²) and hypermarket (Continente – average size 9000m²) formats being the critical parts of the business.  Since these large stores are based out of town, most Modelo Continente customers are seen to be reasonably well off because in order to shop there they need a car to drive to the locations.  The Modelo Bonjour stores (average size 800m²) attract a lower income shopper due to their high street location, which makes them accessible to everyone.  However, there are only 25 of them in Portugal so when the stores are aggregated, the average Modelo Continente shopper still comes out to a person who is willing and able to pay for a reasonable product.  It does run regular promotions on certain products to attract customers into the store, but bacalhau is not one of the loss leaders.  The bacalhau product category is designed to be profitable, with much of that income driven by the dried whole codfish.  It was noted that although market report company AC Nielsen showed a trend towards increased purchase of ready prepared products, Sonae could not see it in its own sales data.

Sonae has 10-12 different bacalhau suppliers, with the six largest supplying 60% of the total annual volume (c. 6,000 tonnes).  Suppliers are based in Norway and Iceland, as well as Portugal itself.  This spread of suppliers is by design so as to minimise risk of non-supply.  Distribution is organised centrally from a depot that was completed in 2000.  Stability in the supply arrangements is important.  Twenty-six lorry loads of bacalhau leave the site every day to ensure sufficient stock in all stores.  Therefore, consistency, in terms of producing and delivering the specified product quality throughout the year, and commitment form key aspects of this.  Long term relationships are desirable and this is what Sonae tries to develop with certain suppliers.  Contracts are renewed on a monthly and quarterly basis, depending on the supplier, and if the price is not right, the retailer will not buy.  

An important Norwegian source of bacalhau for Sonae is Møre Codfish, who sells to the importer/agent Pixies Internacional.  Pixies was set up six years ago after the owner stopped working for Møre Codfish.  The owner’s father also used to run a bacalhau business and this indicates the close knit nature of the bacalhau industry.  The importer describes the bacalhau it imports to be of adequate quality.  It is not the best but it is reasonable, and this meets with Sonae’s requirements.  Almost 60% of Møre’s production goes to Pixies, and this represents almost everything the importer sells during the year – 6,000 tonnes of bacalhau.  Occasionally there is a need to buy from another Norwegian exporter to supplement the main supply.  Visits between the two companies are rare and only happen if there is a need to check that product specification is being adhered to.  Pixies keeps Møre abreast of developments in Portugal.  The importer’s other customers include Jeronimo Martins and two wholesalers, Altomar which is based in the north of the country, while Carlos Alves is in the south.  Customers have to be quite large because Pixies only sells bacalhau by the lorry load.  Margins are important in this type of business and although retailers are hard negotiators, Pixies attempts to maintain these by not agreeing to low prices.  This can be achieved, to a certain extent, because there are few middle-men who can offer the same large quantities of product consistently over time.  Three month long contracts with retailer customers are usual, but during periods of price instability, they can be shortened.

Pingo Doce / Jangaard

Pingo Doce sells mid-priced goods in its stores.  It strives to provide its customers with products that can be trusted in terms of the quality one receives for the price one pays.  In contrast to Intermarché, the supermarket chain tries to maintain stable prices throughout the year.  It avoids running price promotions.  In contrast to both Intermarché and Sonae, Pingo Doce sources most of its bacalhau (70%) from one supplier – the Norwegian exporter Jangaard.  This arrangement has been in place since 2001, which was around the time when Pingo Doce embarked on its current sales strategy.  Jangaard supplies approximately 7,000 tonnes of dried salted cod to Pingo Doce each year.    
Jangaard also differs from Fjordlaks and Møre Codfish in its almost exclusive use of fresh fish in the production of bacalhau, which enables the production of a drier product.  While such a distinction may sound small, it is a much debated topic in Norway’s bacalhau industry (Norsk fiskerinæring, nr 7, 2005), with Fjordlaks and Jangaard being at the heart it.  The latter believes that the traditional attributes of the bacalhau product, in particular those that relate to Norwegian bacalhau, are being undermined through the use of frozen cod.  

This business relationship is important to both Jangaard and Pingo Doce given the volume that is being exchanged between them.  Over two thirds of Jangaard’s production is geared towards the needs of the retailer, making Portugal its most important export market.  At the time of the interview, Pingo Doce indicated that 2006 would see the introduction of joint product development.  There is little in the way of specific branding amongst the different bacalhau products.  However, Jangaard tags the tails of all its products with a small label which informs the customer from where the bacalhau originates and a little about the producer itself.  Although understated by other branding standards, this initiative is the only one of its kind in Portugal.

Pingo Doce also stocks pre-watered frozen bacalhau in different pack sizes, as well as bacalhau ready meals.  Convenience bacalhau, such as these types of products, is seen by Pingo Doce to be an area for future growth.
Pingo Doce / NSEC

In light of the supply arrangement between Pingo Doce and Jangaard, the Norwegian Seafood Export Council (NSEC) spent 18 months ‘getting to know’ Pingo Doce before the two entities entered into discussions regarding the possibility of joint marketing.  NSEC’s limited financial resources means that joint marketing initiatives are actively sought by the organisation (NSEC, annual report, 2004).  Trust is an important business ingredient in Portugal, and Pingo Doce had to become acquainted with NSEC before any activities could be implemented.  However, since 2003, NSEC has worked with Pingo Doce on a number of different marketing activities.  For example, they undertake joint TV advertisements, produce joint point of sale (POS) materials and develop recipe ideas, which are then made available in-store.  NSEC makes its photo-library available to Pingo Doce as well as dedicating a percentage of its budget towards these types of joint activities.  The percentage in question has resulted in some of the Norwegian exporters questioning the logic behind such a strategy, given that only one exporter seems to benefits from the arrangement.  This has required NSEC to spend time explaining to the exporters what the thinking behind the initiative is and why it makes sense to pursue such a marketing approach in Portugal.

Much of the rationale behind the arrangement hinges on NSEC’s own understanding of what constitutes proper bacalhau and the fact that bacalhau made from Norwegian cod is so synonymous with quality; almost all bacalhau sold in Portugal is presented as ‘Norwegian’ irrespective of where the cod has come from.  Therefore, the benefit of being able to team up with Pingo Doce, which alone accounts for just under 20% of all bacalhau sold each year, is that NSEC knows that it is supporting a traditional bacalhau product which uses fresh Norwegian cod
.  From the initial activities with Pingo Doce, NSEC now works with Jeronimo Martins’ cash & carry chain (Recheio) on the professional side, ie initiatives aimed at chefs and catering schools, as well as undertaking seasonal promotional activities with Feira Nova.
Other actors

The emphasis of the case has been on the interaction between the above actors.  However, a number of other types of actors are related to this picture.  Even though they relate to either food service or to value-added production (secondary processors), they are worth mentioning because they show that there are a number of different layers (usually) in getting bacalhau from an exporter to the end consumer (eg shopper/restaurant goer).  
The important secondary processors in Portugal are RiberAlves and Pascual.  Both business units are involved in the production of frozen, ready-to-use bacalhau pieces, as well as frozen ready meals.  They sell to the supermarkets but as a percentage of the total bacalhau consumed in Portugal, these pre-prepared products are still small in comparison to whole dried bacalhau.  Group Exie is a primary processor which buys frozen Icelandic cod and is responsible for preparing and drying the fish before selling bacalhau to, for example, Intermarché.  Although not featured in this case, some of Norway’s bacalhau goes to the food service sector.  For example, there is a longstanding business relationship between the Portuguese agent, Maibac, and the small Norwegian exporter, Solbac.  This bacalhau goes to the wholesalers whose customers are the many, small, specialist bacalhau shops.  
Table 6.3 below shows some of the different types of interaction that have been covered the bacalhau case study.  These will be taken up and discussed in the within-case analysis.

Table 6.3: types of interaction in the bacalhau case

	 
	Pingo Doce
	Sonae
	Intermarché
	CNCB
	Pixies
	NSEC

	Pure exchange
	 Other suppliers
	Certain suppliers
	Certain suppliers
	C&C customers 
	
	

	Light cooperation
	NSEC 
	 
	 
	Customers
	Møre Codfish
	Pingo Doce, Feira Nova, Recheio

	Buying & selling
	Jangaard, NSEC
	Suppliers, AC Nielsen
	CNCB, Møre Codfish, Groupexie, Altomar, RiberAlves
	SIF
	Other Norwegian suppliers, retailers 
	Fjordlaks, Jangaard, Pingo Doce, Feira Nova, Recheio

	Producing & using
	Jangaard 
	Suppliers, Pixies (Møre)
	Suppliers, CNCB, (Fjordlaks)
	SIF
	Altomar, Carlos Alves
	

	Close cooperation
	Jangaard
	 
	 
	 Fjordlaks
	 Møre Codfish
	

	Networking
	 
	 
	 
	 
	 
	


6.5
Within-case analysis

To provide a visual representation of the actors which are involved in the bacalhau in Portugal case, figure 6.2 shows the interactions between the actors in this case.  The following analysis examines the types of resources that have been changed through various interactions and this will reveal how the interaction between seafood actors are characterised.  Only some examples of each interaction type are selected for discussion but this is sufficient to show the variation.  
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Figure 6.2: interaction between seafood actors involved in bacalhau in Portugal

6.5.1
Pure Exchange
Price is an important part of the interaction process in Portugal.  There is emphasis on bacalhau being bought at the ‘right’ price, with reliance on spot market prices.  Intermarché, in particular, buys from whichever supplier is making the best offer at the time it needs to buy large amounts of bacalhau.  It is also in a position to buy cheap bacalhau whenever it becomes available (eg around the early part of the year) because it has the space to store it and the product has a long shelf life. 
Due to the emphasis on bacalhau sold through supermarkets, only a hint of the numerous, often tiny food service business enterprises is gained.  These outlets are often served through cash & carry retail outlets, such as Saner and Recheio.  CNCB (Saner), for example, has 7,000 customers listed.  The magnitude of this number indicates that they will be handled in a standard way and that as ‘over the counter’ type transactions there will be little in the way of resource adaptation.  However, that the bacalhau trade is a longstanding one, in which many Portuguese people are involved, suggests that social interaction is important and this is covered next.  

6.5.2
Light cooperation
The importance of trust is mentioned frequently in the interviews.  Individuals in business units need to be aware of one another and have a good opinion of the opposite number if further interaction is to ensue.  This is perhaps best illustrated by the 18 months it took NSEC to ‘woo’ Pingo Doce.  This getting to know each other was required before any joint marketing could be undertaken.  It is also apparent in the way CNCB talks about Fjordlaks: that the relationship is like a marriage, and even though Pixies has only been operational for six years, the owner/manager has been involved in the bacalhau business for a long time, with his father having also been involved in the business.  Pixies’ owner used to work for Møre Codfish and it can be no coincidence that the exporter now provides 98% of everything Pixies imports.  These examples show that actors become aware of each other through various ways and this awareness has led to new possibilities.  

6.5.3
Buying & selling

Despite the seemingly classic commodity characteristics of whole dried codfish, the products vary and this comes about from the interaction between the various actors.  For example, Fjordlaks produces a product with a higher water content which fits with the Intermarché’s requirements.  The interaction between Jangaard and Pingo Doce has resulted in a product which is drier and yellower.  The addition of a small tag attached to the fish denotes that the bacalhau comes from Jangaard and this, albeit understated, reflects the importance of the interaction between these actors.  Future developments between the two companies are being planned and this can be understood to come from the interaction already taking place.  The interaction between Pingo Doce and Jangaard is also the reason NSEC wants to work with the supermarket.  Both NSEC and Pingo Doce make adaptations to their marketing materials to signify that they are working together and these are understood to be product adaptations.
The use of contracts is also in evidence.  For example, Pixies signs one to three month contracts with its retailer customers when prices are relatively stable.  This indicates awareness of suppliers and that Pixies is not a nameless seller to an unknown buyer.

6.5.4
Producing & using

Intermarché talks about the warehouse it has built specially for stockpiling bacalhau, which is used during its price promotion campaigns.  Additionally, CNCB, one of Intermarché’s suppliers, has developed a production system that enables it to access large quantities of bacalhau at short notice, if it needs to.  Similarly, if the bacalhau is ordered in good time, another supplier is used so that frozen cod can be acquired and further processed in Portugal.  This latter approach appears to be the reason behind the purchase of CNCB’s own processing facility.  Sonae’s new centrally located distribution depot enables it to organise deliveries of bacalhau more easily.  On average 26 lorry loads leave the distribution site each day, with even greater quantities around Christmas time.  Bacalhau is an important food category for attracting customers into the stores and it is therefore undesirable for an outlet to be without stock.  

6.5.5
Close cooperation
The trade of bacalhau has been established between Norwegian and Portuguese traders for centuries and a thicker type of interaction between existing actors can be inferred.  The way the actors in this case have adapted towards one another is best depicted by the interaction that takes place between between Pingo Doce and Jangaard.   The exchange volume is roughly two thirds of everything Jangaard produces, while Pingo Doce’s purchases from Jangaard make up around 70% of all the bacalhau it sells.  Such important exchange can only be underpinned by change in physical and social resources.  In other words, changes need to be made on the producing side to ensure the right amount of product reaches the customer in the appropriate condition, and the using side must also make adaptations to ensure that the received product can be utilised effectively.  At the same time, while the interaction between Pingo Doce and NSEC may appear to have ‘buying & selling’ characteristics, NSEC channels much of its marketing budget towards activities specifically related to Pingo Doce, Feira Nova and Recheio.  This would indicate a much closer type of interaction more in keeping with ‘close cooperation’.
With reference to figure 6.2, one can see that the ‘size’ of the interaction between Møre Codfish and Pixies, and Fjordlaks and CNCB would be expected to be characterised by similar wide-reaching effects.  
6.5.6
Networking

What cannot be determined from the case is how these interactions are being influenced by the interaction between the importers and the supermarkets – ie whether the resource adaptations are being made in response to deliberate exploitation of the third party relationship or whether they are being made in response to indirect effects.  Since the case does not reveal these more exacting details it is not possible to say specifically where ‘networking’ is taking place.  
6.5.7
Summary

It has been relatively easy to identify interactions with a short time horizon and to identify examples of ‘close cooperation’.  ‘Networking’ has not been revealed by the data.  This does not mean that the latter does not exist, especially in light of the interaction that takes place between Pingo Doce and Jangaard.  It is just that the data focused on resource changes that have come about through direct interaction.  This makes it difficult to detect deliberate exploitation of third party relationships.
One of the other interesting observations is that each supermarket chain has a different approach to making sure that it has sufficient bacalhau stock: Intermarché and Sonae choose to collect bacalhau from several or many different suppliers, while Pingo Doce has chosen to interact directly with one main supplier.  Both strategies have required the supermarket chains to adapt accordingly.
7. Farmed salmon in Chile

The third case deals with the different types of interactions that take place between actors related to the production and use of farmed salmon in Chile.  Salmon farmers in Chile have integrated both backwards and forwards and have become powerful.  For this reason the main focus is on their interaction with customers and suppliers.  Primary data were collected from the largest salmon farmers and from correspondingly large suppliers of feed, pharmaceuticals, warehousing, transportation and packaging.  In addition, the manufacturers of additives, such as pigments and vitamins, which are important suppliers to the fish feed producers, are also included.  The interaction between the salmon farmers and their US and Japanese customers, the countries in which their largest customer bases are found, is based on the data collected from the salmon farmers.  Secondary data are used to construct the background information on salmon farming in Chile and to produce table 7.1, which depicts the magnitude of the salmon farmers.  
Figure 7.1 shows the actors and actor groups which are included in the case (NB: the countries under ‘export markets’ refer to US and Japanese customers).  The sizes of the boxes provide a rough idea of producer size based on production output.  Supplier areas indicate importance of supply based on percentage of costs to the salmon farmers.

[image: image13.emf]Export markets

Salmon farmers

Suppliers

USA

Japan

Asia Europe etc

Marine Harvest

Salmones 

Multiexport

Feed

Vaccines

AquaChile

Mainstream

Trusal

Storage

Packaging

Transportation


Figure 7.1: the actors and actor groups in the farmed salmon case

7.1
Short background on salmon farming in Chile

Salmon is used as an umbrella term for all the salmonid species, particularly Atlantic salmon (salmo salmar) and salmon trout (onchorhynchus mykiss), also known as rainbow trout.  Of the five Pacific salmon varieties found in Chilean waters, only coho and chinook are farmed seriously.  Atlantic salmon, trout and coho are the most commercially important of all the farmed salmonid species.  Atlantic salmon, as the name suggests, is not native to Chile but the country’s regions X and XI (southern part of the country) offer perfect breeding conditions for the fish.  The waters remain at a relatively constant temperature between 10-16°C year round and have the correct level of salinity.  The coastline provides many sheltered spots for the pens.  Additionally, the abundance of freshwater lakes, which do not freeze over in winter, provides favourable conditions all year for breeding and smolt production.  Apart from suitable breeding conditions, Chile also offers cheap labour and more relaxed legislation, although the latter is said to be tightening up (Knapp et al, 2007).  This helps to make salmon products from Chile competitive even though customers are located far away.

Production of farmed salmon began around 1978 with rainbow trout and coho.  With the introduction of Atlantic salmon from Norway in 1982, salmon farming took off in earnest from the mid-1980s (Knapp et al, 2007).  Atlantic salmon took over from coho as the predominant farmed species in 1992, while in 1997 trout took over the number two slot, putting coho into third position.  Production of farmed salmon (all species) was put at 387,000 tonnes in 2006 (León-Muñoz et al, 2007) with a value of US$2.2bn.  To understand how rapid this development has been, it helps to know that total fish farm turnover amounted to only $159m in 1991 (www.thefishsite.com, 2008).  Chile and Norway are the two most important salmon producing countries, together accounting for just under 80% of the world’s total production of farmed salmon.  Chile’s output is estimated to be 37.9%, while Norway is put at 38.7% (IPS News, 2006).  Scotland and Canada take third (10%) and fourth (8%) place respectively.

Chile’s main export markets are Japan and the US.  The US favours fresh Atlantic salmon, while Japanese customers prefer frozen trout and coho.  There is a move to encourage American customers to buy more frozen Atlantic salmon because of the cheaper transportation costs and this is noted later in the chapter.  Since there is little domestic consumption of fish almost all the salmon is exported, with about 40% going to Japan and 38% to the US.  The amount exported to Europe is relatively small at around 10%, although it is seen as attractive potential market (Knapp et al, 2007).  The rest is exported to other Latin American and Asian countries, where China is seen to be an important future export market (www.globefish.org, salmon & trout report, 2007).  Chile produces 70% of the total amount of salmon consumed in Japan and 46% of that in the US (www.bnet.com, 2001).
Europe’s presence in Chile is very much in evidence in terms of companies having European owners.  Norway is particularly prominent, with Marine Harvest and Mainstream being large Norwegian owned global entities.  Together they account for almost 45% of Chile’s total salmon production.  EWOS is a sister company to Mainstream.  It is the country’s joint largest fish feed manufacturer, producing over 31% of the total annual volume.  Other Norwegian-owned actors include Lota Protein, a leading freshwater fish meal producer, and Pharmaq, the market leader in the production of aquaculture vaccines in Chile.
Table 7.1 and 7.2 are complementary, with the former providing a summary of the salmon farmers and the latter showing the number of companies interviewed in each area and the corresponding percentage of total volume that they cover.  As with the other cases, the reason for highlighting the size of these actors, from which primary data have been collected, is to stress that the picture of interaction contained herein is considered to be representative of what is going on.  Collection of data from smaller entities would not be expected to provide a different picture of interaction.
Table 7.1: size of large salmon farmers based in Chile

	 
	Marine Harvest (Chile only)
	AquaChile
	Mainstream    (Chile only)
	Salmones Multiexport
	Trusal

	Turnover in 2006
	3,261m NOK (
approx. $526m) 
	unavailable
	1,501m NOK (approx. $242m)
	$120m
	$52m

	Volume in 2006
	
104,000t
	90,000t
	65,500t
	40,000t
	18,000t

	Ownership
	Norwegian
	Chilean
	Norwegian
	Chilean
	Chilean

	
Production in other countries
	Norway, Canada, Scotland, Ireland
	 
	Norway, Canada, Scotland
	 
	 

	Main export markets
	US/Japan
	US/Japan
	Japan/US
	US/Japan
	Japan/US

	Main species
	Atlantic salmon (80%), coho (10%), trout (10%)
	Atlantic salmon (70%), coho (15%), trout (15%)
	Atlantic salmon (47%), coho (28%), trout (25%)
	Atlantic salmon (67%), trout (33%)
	Trout (39%), coho (33%), Atlantic salmon (28%)

	Fresh vs frozen
	more fresh
	more fresh
	c. 50/50
	more frozen
	more frozen


Table 7.2: number of important actors interviewed in Chile

	Actors interviewed
	% of industrial area captured by interviews undertaken
	No. of large actors in industrial area
	% of industrial area represented

	5 x salmon farmers
	>80%
	4
	>75%

	1 x feed
	>31%
	5
	>90%

	2 x pharmaceutical
	>70%
	3
	>90%

	1 x additives
	>60%
	2
	>80%

	1 x storage/cargo
	c.30%
	3
	>75%

	1 x packaging (polyboxes)
	c.40%
	3
	100%


7.2
Interaction between salmon farmers and customers

Norwegian owned Marine Harvest, the world’s largest producer of farmed salmon, sells primarily to US retailers and has the largest share of total exported salmon from Chile to the US.  Almost all of the Atlantic salmon goes to the US, with the split being 65% fresh and 35% frozen.  The US customers are split 60% retail and 40% food service (catering), with supermarket chain Walmart being the single largest [US] customer, taking 20% of total production.  The fish going to Walmart is handled by a distributor, which is usual when dealing with North America.  With regards to Japan, the largest customer there is a supermarket chain that accounts for about 10% of total production.  The remainder of the coho and trout goes through Japan’s traditional market structure of traders and wholesalers.  Direct and indirect (eg WalMart’s distributor) customers visit the processing facilities and farm sites regularly.  This relates to the customers’ increased focus on quality and Marine Harvest has undergone external reviews to acquire standardisation awards, such as ISO/BRC, and other food certificates to verify its production practices.  Such openness and willingness to participate in globally recognised ‘best practice’ activities are seen to facilitate closer contact between the salmon farmer and its customers.  Marine Harvest also attempts to be physically close to its customers by having sales and marketing offices in both the US (Miami, Florida) and Japan (Tokyo).

Marine Harvest has invested significantly in all parts of its processing facilities.  The vacuum packed facility, for example, is important for portioned fish being sold to US retailers.  Similarly, investments in computerised equipment have been made in order to deliver the very precisely sized pieces customers specify, which have to be completely bone and skin-free.  The salmon farmer’s freezing technology has also been developed to ensure minimal damage to the fish flesh.  
Production facilities are used for all the salmonid species because it would be too expensive to operate separate units for the different fish types.  The seasonality of the species is the main reason for this.  Atlantic salmon can be harvested all year round, while coho (September to January) and trout (the summer months) can only be processed at certain times of the year.  Although costly to clean down lines for different products, it is far less expensive than having equipment lying idle.  
Other developments that have taken place in relation to customer requirements pertain to the farming side of the business.  Different countries have preferences for different shades of ‘pink’ flesh.  This affects the pigment specification for the fish feed.  Certain fish-rearing pens are therefore devoted to specific customers and the feeds for those fish contain more or less pigment depending on needs.  For example, Marine Harvest has three pens that are devoted to European customers.

Walmart is also Mainstream’s largest customer.  Some years ago, this Norwegian owned salmon producer, which is sister to the feed manufacturer EWOS (both units are owned by Cermaq), was asked to become the supermarket’s sole supplier of Atlantic salmon.  The offer was declined, although 80% of its Atlantic salmon is still sold to Walmart (roughly 40% of everything Mainstream produces annually).  As with Marine Harvest, dealings with the supermarket are conducted through the US distributor, but Mainstream does not have a US sales office.  Mainstream’s trout and coho (around 50% of annual production) are sold to a few Japanese customers, with the largest ones taking up to 5,000 tonnes (15%) annually.  

The duration of contracts with customers vary from three months to a year.  The company tries to encourage long term contracts because commitment is believed to be greater over a longer period.  Contracts are suited to standard processed products or where retailers have a specific monthly requirement where little discussion is required to fulfil the order.  Only 10% of contracts are on three month terms.  Where the fish is sold whole, the spot market price is still used.  Having said that contracts underpin customer commitment, the producer also notes that customers buying large volumes of fish are unlikely to switch to a new supplier.  There is little variation in prices between the producers and if a customer is happy with way things are going, loyalty is generally ensured.

Mainstream has access to four processing plants, two of which it owns.  Production is outsourced during the seasonal peaks of coho and trout, which makes scaling up and down more cost effective.  The salmon farmer follows a ‘me too’ strategy in that it is reluctant to develop new items without another producer having already shown that the product is successful.  On one occasion, before portion packs became standard, Mainstream utilised one of the third party processing facilities to test production in order to minimise the risk of investing in its own equipment in case the line was discontinued.  After six months, it became evident that the product was going to be a regular order and Mainstream made the necessary investments in its own factories so that production could be undertaken in-house.  The production of value added products for the US market is growing steadily, which is something all the salmon farmers are experiencing.  Although Mainstream tries to minimise custom orders by encouraging customers to take standard products, it is prepared to make some adaptations on the value added side of the business.  Everything produced is private label.  Mainstream does not see the point of trying to develop its own brand at this stage.  

As indicated by its lack of satellite offices in important markets, geographical closeness is not considered essential.  However, air freighting fish is expensive and this is why Mainstream is working with the University of Florida in bid to educate American consumers about the benefits of frozen fish.  It believes that this may be able to sway its customers into accepting more frozen salmon, which is much cheaper to transport.  Mainstream also has production facilities in Canada from where it is eight times cheaper to transport fresh fish to the States.  To be able to remain close to its customers, the salmon farmer believes that it is the proximity between the farms and the processing facilities that is important.  The sales force has to be able to know everything about the fish to be able to sell it.  Regular communication is also paramount between the various parts of Mainstream business (production-processing-logistics-sales). (A third party handles the logistics function.)  

The North American market is growing strongly for AquaChile and accounts for about 70% of the business.  The majority of the Atlantic salmon exported to the US is fresh.  The company estimates that growth in the US market will continue at about 5% annually in the foreseeable future.  AquaChile’s sales office in the US (Florida) takes care of the sales arrangements and contracts.  The US customer base is made up of smaller retailers to whom AquaChile sells directly.  Contracts are usually written for a maximum of six months and include agreed prices and volumes.  The relationships between the producer and its US customers are considered to be good, with renegotiation [of contracts] something of a formality.  The remaining 30% of its production is devoted to the Japanese market, where coho and trout are sold to one customer, the distributor Matsoka.  This arrangement saves AquaChile from having to get involved with Japan’s complex marketing structure.  The relationship between the two companies has been going for a number of years and it is considered to be a partnership, without which it would be difficult to access Japan.

The majority of the products Salmones Multiexport makes are value added and destined for the US.  Five to 10 customers account for 80% of the volume exported to the States.  Two thirds of production is devoted to Atlantic salmon while the remaining third is trout.  Of the total, 10% is sold whole gutted, while over 50% is sold as fillets or portions.  The rest comprises value-added products, such as smoked salmon and sushi.  New products are developed when the customer asks.  The Atlantic salmon is split 50/50 between fresh and frozen, while trout is frozen.  Coho is not farmed because it is seen to be a species that is difficult to manage properly.  Unlike the other producers, Salmones Multiexport has been trialling a branded smoked salmon product in the US under the name, Aquafarms.  However, the company has been struggling to make this profitable.  US distribution is handled by the salmon farmer’s Miami sales office.  

There are two Japanese customers, which together account for almost a third of the total production (ie all trout).  Everything destined for Japan is frozen, which means the fish can be sea freighted – a significantly cheaper means of transportation than air freight (fresh fish) to the US.  The complex sales structure in Japan is changing and becoming more westernised but only very slowly.  Relationships with customers are considered to be important and Salmones Multiexport wishes to have direct contact.  Contracts are usually written for one year, although duration varies depending on customer requirements in relation to specific products.  The closeness between the salmon farmer and its logistics suppliers is believed to be a contributing factor to good customer relationships.

Trusal has been biased towards the Japanese market since its inception in 1989.  Interest in the US Market is a recent occurrence.  All the coho and 70% of the trout go to Japan, while the rest of the trout and the Atlantic salmon are destined for the US.  The production is split 50/50 between whole gutted (head off) and fillets.  No portions are produced.  The company’s primary expertise relates to frozen fish being sent to Japan and this is reflected in Trusal’s state-of-the-art freezing technology.  A recent investment is the freezing tunnel, which cuts freezing time from five to three hours.  Trusal is trying to educate its American customers about the benefits of frozen fish, but the company acknowledges that well frozen fish is only as good as the customers’ complementary defrosting facilities, and these are not widely available in the US.

Trusal sees the US Atlantic salmon market as being saturated.  It exports trout to the US and believes that it has created a niche for itself.  Trusal began selling trout to the US as a means of generating revenues from fish it could not sell to its Japanese customers.  In Japan, a fish with darker flesh is desirable, while in the US, a lighter coloured flesh is preferred.  An opportunity arose which allowed Trusal to offer its lighter coloured, ‘mistake’ fish to a potential customer in North America.  Initially, the price was 50 cents per kilo lower than Atlantic salmon, but now a much higher price per kilo is paid.  This opportunity came about in the form of a round robin email.  Having gone from a beginning of not knowing whether it would get paid for the first small consignment, the interaction between Trusal and this North American customer has grown into one of Trusal’s largest accounts.  It is also the reason for the salmon farmer’s venture into Atlantic salmon.  US customers are primarily wholesalers and importers, with a few retailers as well.  Although the production of Atlantic salmon is difficult for Trusal (ie it finds farming coho easy, having had years of experience), it generates the greatest cash flow for the business.  It is also seen as having the greatest potential for accessing new markets.
Potential new markets for Trusal include Korea, where it already sells some smoked trout, China, Russia and Taiwan.  The company believes there is a need for concerted marketing activities to get into these new markets.  However, since Trusal has had little to do with acquiring its existing customers – they have come to them – this is seen to be something of a challenge.  Relationships with existing companies are considered to be good with some going back over 12 years or more.  As with the other producers, gaining access to the Japanese structure is tricky and therefore marketing efforts are confined to just one customer, which accounts for $35 million out of a total annual turnover of $52 million.  This relationship is coordinated via a representative who lives in Chile.  Traceability is important to customers and Trusal attempts to be open and early in its customer dialogues, especially if they relate to changes in feed or rearing conditions.

7.3
Interaction between salmon farmers and suppliers

7.3.1
Feed

This section is based primarily on the interaction between Mainstream and EWOS.  Feed additives such as vitamins and minerals and pigments are important feed ingredients and this is why additives manufacturer DSM is also included in this section. Where appropriate, additional observations made by other salmon farmers are brought in.

Around 1,000,000 tonnes of fish feed
 is used in Chile annually (BioMar Annual Report, 2006).  This translates roughly to about two and half tonnes of feed for every tonne of salmon produced.  EWOS and Skretting are the joint largest feed producers in Chile.
  Both account for 31% of the market, each supplying over 300,000 tonnes each per annum.  The other feed manufacturers include Salmofood (12%), BioMar (10%) and Alitec (8%)
 (ibid).  Fully integrated feed producers include Cultivos Marinos, Super Agricola and Salmones Antartica.  
Mainstream buys all of its fish feed from sister company, EWOS, which makes it the fish feed producer’s largest customer, accounting for 30% of total production.  The business relationship between these actors is important to both parties but it has not been without its difficulties.  Currently, relations are noted as being more stable.  Cooperation between the two organisations is aided by having one of Mainstream’s technicians on the board of EWOS Innovation, the feed manufacturer’s R&D unit.

EWOS’ second largest customer is AquaChile, which also buys from Alitec and BioMar.  (Alitec specialises in feed for freshwater salmon and has a 75% share of the Chilean market.)  AquaChile buys in the order of about 200,000 tonnes of fish feed annually and describes EWOS as a knowledge supplier and is therefore considered to be more than simply a fish feed supplier.  EWOS has three other large customers and together these five account for 80% of total volume, which has been the situation for a number of years.  Smaller customers include the freshwater salmon farmer Granja Marina Tornagaleones (GMT), which has a five year contract with EWOS.  GMT buys all its feed from EWOS even though the contract provides the option of being able to source 20% from elsewhere.  This arrangement has come about by the fact that GMT’s managing director used to run Mainstream before it was taken over by Cermaq.

EWOS acknowledges that it is removed from its customers’ customers, but occasionally the need to talk to Japanese and European end purchasers arises.  It is important for the end customers to know what EWOS is doing and the company is open on this front.  Increasingly, the end customers (especially the Japanese) undertake product inspections and site visits to ensure quality is being maintained at every step of the salmon farming process.

Customers require constant deliveries because their storage capacity is limited.
  Deliveries take place every other day.  Prices include transportation costs, ie there is a fixed rate per tonne of feed and the average delivery is 15 tonnes per site.  To handle the distribution of feed, EWOS works closely with one shipping company in Chile, which has seven or eight boats devoted entirely to EWOS.  At the moment the boats only take up to 100 tonnes per load.  In the future, it is hoped that they will be able to carry up to 400 tonnes, which would reduce the number of dedicated boats to three.

Changes to orders are frequent and those relating to amount are often instructed on the day of delivery.  Other alterations are made to the formula – eg the inclusion or reduction of a particular pigment or vitamin supplement.  EWOS produces everything in Chile from one plant, which is the largest in the world.  It has six main production lines, plus a seventh which handles low temperature feed.  With regards to the latter, EWOS is believed to be the world leader in this type of activity.  Each [main] line can produce up to 60,000 tonnes of feed annually.  The pellets are standardised with five main sizes, while product formulations vary dramatically.  The time from order to delivery is usually between 10 to 15 days.  The relatively quick turnaround is feasible because the pigment and vitamins are added to the oil, which is added at a late stage of the production process.  Medical feed is a more standardised product which can be delivered within five days from the initial order.

EWOS is good at producing the basic dietary requirements a fish needs if it is to grow strongly.  As mentioned, the company has a dedicated R&D department called EWOS Innovation.  Recently, the focus has been on how to reduce the amount of fish oil which currently goes into the feed.  Millions of dollars are invested each year in this research and this has resulted in a 25% reduction.  However, EWOS finds it difficult to convince farmers that the new ingredients are as good as the original fish oil and meal, in terms of getting the same conversion ratios.  Together Mainstream and EWOS try to find suitable alternatives to marine oil but while Mainstream appreciates the lower cost of feed with vegetable oil, it maintains that overall costs increase when using a fish oil substitute because the salmon do not grow as well and the conversion ratio is reduced.

According to Marine Harvest, 60% of its overall costs can be attributed to feed, which is handled by Skretting.  A three year contract was signed prior to the sale of Marine Harvest to Pan Fish.  Before the sale, Skretting supplied 100% of the feed and this is likely to be situation now, although the new contract allows for alternative sources to be used.  It is important for the salmon farmer to be able to trust the feed it is using and to avoid using anything that may be illegal in certain countries.  Improving conversion ratios, in terms of amount of feed to fish growth [and weight], is an issue to which a good deal of time is devoted.  As indicated earlier, feed variation exists depending upon customer requirements and this affects the ingredients used in the pellets.

Trusal buys feed from three different suppliers.  It has always bought from BioMar but as the producer grew it considered its dependency on the feed manufacturer to be too great.  So a few years ago it decided to source additionally from Skretting and one other.  BioMar continues to supply 40% of Trusal’s feed.  Salmones Multiexport also uses three feed suppliers and believes that it has a good working relationship with all of them.  Both sides work together to improve feed formulas and this is helped by providing the suppliers with fish growth data so that ongoing adjustments can be made as necessary.

Feed additives

The feed additive producers supply the feed manufacturers and do not deal directly with the salmon farmers.  DSM is the largest in Chile, taking 60% of market, while BASF accounts for 20%.  The remainder is taken up by smaller Chilean owned outfits, which deal with Chinese suppliers and offer cheaper products.  Their sales are increasing which worries DSM.  DSM is Swiss-owned and a merger with Roche in 2003 effectively doubled its size.  It specialises in the production of vitamins, minerals, enzymes and nutrients which are added to the fish feed.  Its annual turnover is $60 million and it employs 26 people, including production staff.  Its name is closely associated with aquaculture in Chile, although this is not its worldwide specialty. 

Pigment must be added to the feed in order for the salmon to acquire its distinctive flesh colour.  In the wild, the colour is gained from eating algae, shrimp and other naturally occurring foods, such as plankton.  Since these do not exist in the pens, they need to be added.  Research and development is conducted outside of Chile.  The company has a pre-mix plant in Puerto Varas which is needed because the additives cannot be put into the feed without further refinement.  Its factory location means it is close to the large feed manufacturers.  Its sales office is in Santiago.  DSM supplies all the largest feed manufacturers, with one customer buying all its additives from DSM.  Approximately 13% of the feed costs can be attributed to DSM products, which equates roughly to 6% of the final cost per salmon.

DSM would like to treat its customers in the same way but each behaves differently.  As a result, some customers are considered to be strategic partners, while others are seen to be more value-oriented.  There are also the price seekers, where everything comes down to price.  Trust is an important ingredient for long term relationships.  Key issues discussed with these companies are safety, traceability and cost efficiency.  DSM is not in direct contact with the end customers but it feels that its reputation provides good assurance in relation to these matters.  Those buying from suppliers that use lower grade raw materials may encounter problems with retailers in terms of traceability concerns.  Dubious additives make it almost impossible to know with certainty what has gone into any one fish and this is an issue for the whole industry.  The manufacturer sells exactly the same products worldwide but they seem to work better in Chile.  This is attributed to the consistent water temperature.  Water temperatures drop to zero during the winter in Norway and Canada, which means the fish eat less and growth is diminished.

7.3.2
Vaccines

Pharmaq and Novartis are two of the three largest vaccine producers in Chile.  Pharmaq is market leader with a 45% share, while Novartis claims 25%.  Vaccines are produced for both the freshwater and seawater growth stages of the salmon, but it is the freshwater side of the business that is most lucrative.  Global legislation requires all fish to be vaccinated but this is not recognised completely in Chile.  Here, only about 80-85% of the Atlantic salmon is treated.  Some producers do vaccinate 100%, but there is no hard and fast rule.  Vaccines are used to prevent outbreaks of harmful bacteria in the salmon.  Not all strains have outward effects in the salmon themselves, but humans can suffer anything from mild to severe illness if they consume infected salmon.  Therefore it is in the interests of all concerned that Chilean salmon farmers inoculate their fish against known types of bacteria such as classical vibriosis, furunculosis and IPN (infectious pancreatic necrosis).

No national regulations are in place to prevent copycat production of pharmaceuticals in Chile.  This has allowed antibiotics
 to be copied and made freely available at low prices.  Overuse has at least been curbed thanks to a test that the government has introduced.  The test is undertaken immediately after the salmon has been slaughtered and if the levels of antibiotic are too high, the fish cannot be exported.  This is why there is greater emphasis now on the use of vaccines.

Pharmaq

Pharmaq is Norwegian owned and was formed after a management buyout from Alphapharm in 2004.  In addition to Chile, it has offices in the UK and Norway.  It has three main vaccine products in Chile: Di, which represents 60% of the annual turnover, together with Mono and a tri-component vaccine, both of which account for 20% each of the overall turnover.  Pharmaq sells around 50 million doses every year.  It employs 75 people, most of whom are either in production or research and development.

Vaccines are administered by specially trained individuals not employed by Pharmaq.  The company to which this job is outsourced trains them to be able to use the specialised vaccine equipment.  Most salmon farmers source from two vaccine suppliers although Pharmaq has at least one customer which buys exclusively from it.  The largest customers are Mainstream, Marine Harvest, AquaChile and Trusal, each of which has unique needs to which Pharmaq adapts.    

Much of the research and development activities are undertaken in Chile for the Chilean producers.  There is still a need for antibiotics because some diseases cannot be treated by vaccines.  Pharmaq has worked for over eight years on solutions for some of these diseases without success.

Novartis

Novartis is a Swiss owned company which came about through the merger between Ciba and Sandoz in 1997.  The company has had a presence in Chile since 1999 and has a staff of 22 people based in Puerto Varas.  Its four main customers, Marine Harvest, Salmones Multiexport, Camanchach and AquaChile, account for 80% of production.  As well as provision of the vaccines, the company also offers technical services and advice on issues relating to vaccination.  As with Pharmaq, the vaccines themselves are administered by a third party.  

The salmon farmers face an ongoing dilemma of the trade-off between long term sustainability vs. the cost of production.  This is a perennial debate that goes on between Novartis and its customers.  The problem is that vaccination does not mean that the fish will be completely immune to disease.  However, to vaccinate one year and not the next may encourage a build up of infection in the water against which the medicine becomes ineffective.  Vaccines account for about 3% of the production cost per kilo of fish.  On average, each vaccine costs around 10-12 cents per dose.  Novartis interacts with its customers on a regular basis and has a team of specialists dedicated to working with these companies.  Problems have been solved and this has forged stronger relationships.  Research and development activities take place in Chile and the company has invested in a state-of-the-art laboratory and large aquarium to facilitate these activities.  

Longstanding arrangements have been in place with its three largest customers.  AquaChile only started buying from the company in 2005 (it is an existing customer of Pharmaq).  AquaChile tries to minimise use of antibiotics in the adult fish, preferring to vaccinate the smolt (freshwater stage).  One of the reasons for this is the concern end consumers have regarding overuse of antibiotics.
7.3.3
Transportation and polyboxes

Air freight is critical in relation to US customers, most of whom want fresh salmon.  LAN-Chile is the country’s national airline and is the dominant airfreight carrier, with about 75% of the market.  Salmones Multiexport, Marine Harvest and others work closely with the airline to ensure that their fish gets to the US safely.  For frozen fish to Japan, sea freight is used and is a much cheaper option.  This is why the salmon farmers are keen to persuade their US customers to buy frozen fish.  Salmones Multiexport uses Maersk, the Danish shipping giant, while AquaChile uses the large Chinese shipping company, Cosco, which ships to US, Asian and European ports.  

Related to the transportation of fresh fish are the manufacturers of polyboxes – polystyrene boxes into which fresh salmon products are placed to optimise safe transit.  One of the three manufacturers in Chile is Aislapol, which is owned by the German additives and chemicals giant BASF.  In 2004, the combined additives and polybox business (separate business units and production facilities) in Chile turned over €2.1bn.  Aislapol has been in Chile since 1991, with the Puerto Montt plant having been built in 1997.  Previously boxes had to be sent from its Santiago base, which is 1000km north of Puerto Montt.  There are 60 full-time employees, with a further 30 part-timers who help out with deliveries and painting and marking the boxes (ie customer logos and contents information).

The largest customer, Marine Harvest, buy approximately 1.5 billion polyboxes each year.  This accounts for over 40% of the annual turnover.  Mainstream is the next largest customer and accounts for about 20% of the business.  Other smaller customers include Los Fjordos, Camanchaca and AquaChile in order of sales magnitude.

Aislapol has developed two interesting projects in recent years.  One is the service it initiated to pick up waste boxes from customers.  On delivery of the new boxes, the truck returns with the broken or spent boxes.  These are recycled and made into flotation devices.  This part of the business now represents 10% of the turnover.  In addition, Aislapol is working together with the salmon farmers, overland transporters and LAN-Chile to develop a polystyrene pallet which would speed up handling the boxes, which is presently done by hand.  This is something that all related actors have to be involved in because the pallet has to fit all parts of the distribution process, ie it must be compatible with existing infrastructure.

Adaptations to the actual boxes are something Aislapol tries to minimise, although many different shapes and sizes have evolved over the years.  Twenty main sizes are available as standard, with 10lb, 35lb and 70lb boxes being the most commonly ordered.  Often a new size box is required following the development of a new salmon product.  Such changes are generally accommodated for large customers such as Marine Harvest.  Otherwise order volumes are quite stable throughout the year.  This stability is relatively recent, having occurred in the past three years.  Before that, there was much greater uncertainty with orders varying both in frequency and required quantity.

Aislapol has one production plant and most of the equipment was installed new at the time it was built.
  With the plant being close to the customers and its increased automation, Aislapol has been able to improve efficiencies and cut costs.  Hygiene is of utmost importance in Aislapol’s business.  FDA (America’s Food and Drug Administration) approval is a prerequisite for the production of boxes that transport fresh fish.  The polystyrene must not be contaminated and therefore all factory personnel are obliged to wear white coats, gloves and hairnets to minimise this risk.  

7.3.4
Storage

SAAM specialises in container handling and storage.  It is owned by a large Chilean shipping line, CSAV.  It has storage capacity for 2,600 tonnes, which is split across three purpose built units.  95% of the space is occupied by salmon.  This development mirrors the growth of salmon farming in Chile.  SAAM was first to offer cold storage facilities and it is the largest of its kind in Chile.  SeaTrans and Macato are the next largest warehousing companies, with 1,800 and 1,600 tonnes of storage capacity respectively.  A few smaller entities offering 500 tonne storage facilities or less also exist.

Despite the fact that the salmon farmer has built its own cold storage facilities, AquaChile is SAAM’s largest customer.  Mainstream and Ventisquieros are the company’s second and third largest customers.  Each customer has a different strategy.  The larger ones tend to have their own logistics operators, which work as integrated parts of the salmon farmers.  Others are less well defined in this respect.  The variation exists in relation to the different markets being served.  

With the different production seasons for coho, trout and Atlantic salmon, SAAM manages to utilise its facilities all year round.  It is particularly busy during the November to February period, which is when coho is also plentiful (Atlantic salmon is available year round).  Another customer, Salmones Multiexport, uses SAAM evenly throughout the year, while others have distinct peaks and troughs in their usage.  Smaller customers tend to buy their logistics needs from SAAM as well.  Accommodating customer variation is an essential part of the service.  

Discussions with customers tend to revolve around volume and movement of product.  The number of products has increased dramatically in the past 10 years, with as many as 50 different products needing to be transported and/or stored by some customers.  This has placed new demands on SAAM.  For example, with the increased variety, it became necessary to acquire ‘push back’ racking technology, which enables boxes to be stored optimally (ie no honeycombing) and allows for easy placement and retrieval. 

Table 7.3 below shows some of the different types of interaction that have been covered the farmed salmon case study.  These will be taken up and discussed in the within-case analysis.

Table 7.3: types of interaction in the salmon farming case
	 
	Marine Harvest


	AquaChile


	Mainstream


	Salmones Multiexport


	Trusal


	EWOS



	Pure exchange
	Suppliers, customers
	Suppliers, customers
	Suppliers, customers
	Suppliers, customers
	US customer
	Customers

	Light cooperation
	Europe
	Europe
	Europe
	
	US customer
	End customers

	Buying & selling
	US/Japan customers, vaccine, packaging, storage 
	US/Japan customers,  vaccine, packaging, storage 
	Japan /US customers, GMT, vaccine, packaging, storage 
	US/Japan customers,  vaccine, packaging, storage 
	Japan/US customers, vaccine, packaging, storage 
	GMT, fish meal and pigment suppliers

	Producing & using
	US/Japan customers, transport, packaging, storage
	US/Japan customers, packaging,  storage
	Japan/US customers, packaging,  storage
	US/Japan customers, packaging
	Japan customer
	Mainstream, transport,  fish meal and pigment suppliers

	Close cooperation
	Walmart,  Skretting, transport, vaccine 
	Storage, feed
	Walmart, EWOS, vaccine, feed
	feed
	US customer, feed
	Mainstream, other salmon farmers

	Networking
	 
	 
	 
	 
	 
	 


7.4
Within-case analysis

To put the analysis into context, figure 7.2 shows the interactions between the actors in this case.  The following analysis examines the types of resources have been changed through various interactions and this will reveal how the interaction between seafood actors characterised.  Only some examples of each interaction type are picked out, which is enough to show the variation.  
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Figure 7.2: interaction between seafood actors involved in salmon farming in Chile

7.4.1
Pure exchange
The salmon farming actors in Chile are concentrated with a few large business units existing in each of the related parts.  This means that it is difficult to detect the presence of interactions that have no effect on resources.  Price oriented negotiations do take place and are mentioned by a number of the actors, eg Mainstream, especially when it concerns a basic product such as a whole fish that has been gutted, headed and tailed.  This is often a requirement for Japanese customers and price is negotiated according to the spot market.  If taken in isolation it may be possible to see that these individual transactions do not affect resources on either side of the dyad.  However, the closeness of the salmon farming actors in Chile mean that they cannot easily be taken out and viewed on their own.  
Trusal provides a good example of activity that could, at the outset, be described as pure exchange.  It responded to a round robin email from an unknown North American company that wanted to buy trout.  The contact was so tenuous that the initial order was dispatched without much hope of getting paid for it.  However, from these tentative early days, the customer has become one of Trusal’s largest.  

7.4.2
Light cooperation

Leading on from the above example of ‘pure exchange’ one can understand that Trusal and the North American customer got to know each other, which formed the basis for further cooperation.

More generally, Chilean actors know each other very well, with many of the managers having ‘grown up’ with their peers in the industry.  A good example of this is the managing director of GMT who was previously the managing director of Mainstream.  This connection has resulted in knock-on advantages in terms of the five year contracts between GMT and the Cermaq companies (something that is usually the preserve of much larger business enterprises – eg Marine Harvest and Skretting).  It is worth adding that even though many of the companies in this case have European owners, very few managers working in Chile are themselves European.  Reasons for this include language and familiarity with the country and its culture, but also that many of the companies with European owners were originally Chilean (ie have been bought up by large, well established European outfits).  Extensive consolidation amongst the actors is evidenced – something that one might expect to see in an older industry.  Thus, the presence of a few large actors means they are all likely to be more or less aware of each other.  This is further supported by the practice of the salmon farmers to use usually two of the three suppliers in a particular area.  Even if business opportunities have not be discussed directly it is anticipated that individual managers will have come across each other at some point in time.  EWOS also observes that it is getting more site visits from its customers’ customers, which promotes the development of social exchange where opinions can be formed or reformed.  
7.4.3
Buying & selling

Examples of product adaptation are widespread, traceable in both the salmon farmers and their supplier counterparts.  The fish have undergone considerable adaptation as a result of the interaction between the salmon farmers and their customers.  The first were simple product adaptations that were confined to different cuts, such as fillets and portions, while now salmon farmers can produce a range of different value added products, such as smoked salmon, sushi and ready meals.  The exception to these developments seems to be Trusal, with its determination not to produce portions or other more complex products.  This, it can be gleaned, stems from its long standing interaction with Japanese customers, whose needs are relatively straightforward in terms of the actual fish.  However, the Japanese specifications relating to freezing make it more exacting than it appears.  Trusal’s relatively recent association with the production of Atlantic salmon and its assumed regular interaction with its North American customer(s), suggests that further product adaptations will follow (ie based on how resources have been adapted by the other producers).  Product adaptations, however, start much earlier than the aforementioned: salmon are bred to have a particular flesh colour depending on customer preference.  Marine Harvest and Trusal specify making such changes but it is certain that if a salmon farmer supplies customers in both the US and Japan, they too will make these basic adaptations.  

As these examples show, the interaction between the salmon farmers and their customers has resulted in extensive product adaptation.  These changes, which have resulted in the growth of the industry, are responded to by the suppliers who interact with the salmon farmers.  In order to accommodate these changes, third parties have adapted their products and services accordingly.  Fish feed needs to be adapted extensively for differing requirements.  EWOS indicates that this can be done relatively easily due to the fact that most additives can be added late in the production process.  In addition to changes requested by customers, fish feed production is affected by government regulations.  For example, quotas imposed on the fishing of pelagic species, which make up the bulk of fish meal and oil used in feed, means that a reduction of fish oil and meal in the basic product is inevitable.  This change is much discussed as the farmers maintain that fish growth is diminished when vegetarian equivalents are used.  EWOS devotes significant investment towards continued research and development in this area and these adaptations to the product indicate something of a more long term nature.  

Aislapol observes that polybox sizes and shapes underwent huge change some five years earlier, which corresponds with the change in the products being produced by the salmon farmers.  SAAM expressed a similar need to adapt its offering as salmon farming took off and the product variation intensified.  Pharmaceutical companies have had to make adaptations to their products to suit conditions in Chile. 

7.4.4
Producing & using

There are also many examples of changes that have been made to facilities.  SAAM, for example, has built three large warehouses in order to accommodate increased business from its large salmon farmer customers and the racking systems within each warehouse have also been changed in order to house the goods more effectively.  Aislapol relocated its manufacturing plant from Santiago to just outside Puerto Montt so that it would be closer to its largest customers and also have facilities that could accommodate the increasingly complex requirements of its customers.  The salmon farmers have invested heavily in new plants, as well as the acquisition and development of new sites in region X, and increasingly so in region XI.  
Mainstream provides an example of taking a cautious approach to the development of its facilities.  Rather than making immediate changes to its processing equipment following a customer’s request for something new, it outsourced the production first.  Only after it became evident that the product was to become a standard item did the producer make the adaptations to its own facilities.  This suggests, in this instance, that changes to facilities are not rashly introduced based on hope or the promise of increased production.  There needs to be some certainty and this comes about from change in other resources, which permits or necessitates further, more complex adaptation, which cannot be so easily undone.
In addition, the salmon farmer responds to seasonal peaks and troughs of coho and trout by either outsourcing the processing requirement, eg Mainstream, or by cleaning down a specific line in the factory to ensure that the equipment is in constant use, eg Marine Harvest.
As already mentioned, customers usually have a preference for a particular flesh tone and this is altered by pigment in the feed.  To cater for the small European volume, Marine Harvest only needs to alter the feed being given to the fish in a few pens.  The adaptation is made to the pellets with little change to the facilities themselves.  This shows that such small customers have little impact on the resources that have already been developed through the interaction taking place between Marine Harvest and its large customers.  On this basis, should sales to European customers disappear, the fish in these pens can easily to be adapted to the needs of other customers.  Ending the need for this particular fish feed would have little effect on either Marine Harvest or Skretting because the volumes are so small.

The vaccine producers have developed research and development facilities in Chile so that the specifics of Chilean salmon farming can be handled more effectively.  These adaptations have come about from the interaction between the likes of Pharmaq and Novartis and their large salmon farmer customers. 
7.4.5
Close cooperation
It would be easy to over look the importance of the Japanese customers and the effect this interaction has had on the salmon farmers because, at the time of the data collection, participants were quicker to talk about what was happening as a result of the interaction with US customers (ie this was in focus, while the interaction with Japanese customers was more established).  Coho was the first commercially farmed salmon and this is one of the main exports to Japan.  The precision of the Japanese customer requirements means that significant changes have been made by the salmon farmers, including those whose main export base is now in the US.  The emphasis on freezing technology comes directly from interaction with Japanese customers.  Freezing technology is thus well developed and an existing resource to which the salmon farmers have access.  It is cheaper to transport frozen fish because it can go by sea, while fresh fish has to be transported by air – a much more expensive alternative.  The salmon farmers thus attempt to utilise this resource in the volumes destined for America.  The facility has application elsewhere, which the salmon farmers recognise, but similarly its use is not assured unless the US customers invest in the necessary resources required for appropriate defrosting (as noted by Trusal), which the Japanese customers already possess.  The importance of the Japanese customers is further indicated by the customers having representatives based in Chile and some of the farmers having offices in Japan.  Each salmon farmer deals with one or two Japanese customers, which means that the volumes being exchanged are large – ten or more percent, with Trusal’s Japanese customer accounting for a third of its total production.

Walmart is a major customer for both Marine Harvest and Mainstream, taking 20 and 40 percent of the respective volumes.  While not explicitly stated, the magnitude of this exchange could not be undertaken without internal and external changes taking place on both sides of the dyads.  As the suppliers’ customers become larger and fewer, so must the inverse be happening as well.  The more interdependent these actors become the more resources are modified to achieve improved efficiency.  Marine Harvest mentions that it is becoming more usual for customers to visit its sites and check processing facilities, and EWOS says that it is beginning to see more of its customers’ customers even though it does not need to interact with them directly.  Traceability is one reason for customers being interested in what third parties are doing and a reduction in the number of actors involved makes it easier to see what the involved business units are doing.  

Close cooperation takes place between the salmon farmers and their suppliers, as noted above.  Cermaq’s sisters companies, Mainstream and EWOS may not have the most harmonious of relationships, but the level of the interaction between the two companies, based on the amount of feed being bought and sold, means that they have to cooperate on matters such as feed development.  Improved growth rates from vegetable oil must be achieved given the government directive for reduced use of fish oil.  The same can be understood to be happening between Marine Harvest and Skretting.  As far as the case depicts, the wide-reaching resource adaptation is confined to the dyad, with only indirect effects on third parties.  The pharmaceutical companies also work closely with the salmon farmers through information sharing and joint problem-solving.
Trusal provides an illustration of where interaction with a customer has resulted in adaptations to both physical and organisational resources.  The North American customer, which began by buying small quantities of ‘wrongly coloured’ trout, wished to buy Atlantic salmon which Trusal did not produce.  However, the opportunity to develop a new side to the business has come about through the interaction with this one particular customer.  This cannot be treated as simply being a product development or an adaptation to existing facilities.  As Trusal notes, breeding Atlantic salmon is difficult.  (Salmones Multiexport makes a similar observation regarding coho but it has not decided to extend its breeding and production programme to include this species.)  It means a whole new knowledge set, together with the introduction and development of new physical resources, has to be developed in order to deal with the complexity of breeding, slaughtering and processing these fish.  This development also places Trusal in a different position because before the introduction of Atlantic salmon it had specialised in the production of trout and coho destined for Japan.

7.4.6
Networking

The data do not reveal specific examples of ‘networking’.  The interaction discussed at the time of the interviews was focused on the way in which facilities were being or had been adapted or built.  This may be attributable to the increasing volumes of salmon being exchanged with US customers, while those destined for Japan remaining relatively stable.  Consequently, this is what the managers were most caught up in at the time of meeting.  However, the concentration of actors and the overlap of customers using the same suppliers indicate that ‘networking’ may exist and it is just symptomatic of the data, which focuses on resource change from direct interaction, that none can be found.  
7.4.7
Summary

As with the other cases, the focus has been on vertical interaction.  However, in the Chile case there are grounds to believe that considerable horizontal interaction could be taking place based on the few number of large business enterprises.  There are indications that information, such as growth statistics, is shared openly by the salmon farmers both amongst themselves (aggregated and therefore anonymous) and also between salmon farmers and their supplier counterparts.  Similarly, on the customer side, with Walmart buying a considerable proportion of its total required salmon from just two farmers, it would be conceivable for interaction to be take place between Mainstream and Marine Harvest.   However, these types of interactions are only implied or based on speculation, and this is why they have not been discussed in the main body of the analysis. 
The resource adaptations identified in the within-case analysis include those that have occurred through direct and indirect interaction.  As with the previous cases, no attempt has been made to distinguish between these effects.  However, this is something that comes into focus in the cross-case analysis, which is taken up in the following chapter.
8. Direct and indirect interaction effects

The cases depict many interactions between large customers and large suppliers.  The significant volumes of fish that are being exchanged between these actors imply that change made to resources between these companies has a bearing on the overarching network.  This means that all interactions between actors, great or small, involved in these networks take place within this overarching structure.  The substantial changes that have taken place or are taking place between the seafood actors in each case present pictures of complex interaction, far from the straightforward isolated interactions that take place between buyers and sellers in a fish market.  The concept of commodity and associated notions seems lost in these settings which now resemble technologically sophisticated networks.  This overall picture will be returned to later in the chapter.  Another finding from the within-case analyses, which is explored further in the cross-case analysis, relates to the development of interaction complexity and how it comes about.
The question guiding the within-case analyses was ‘how is interaction between seafood actors characterised?’.  No distinction was made in terms of how resource adaptation was being brought about.  However, when one scrutinises the within-case analyses, it can be seen that interaction characterised by changes in different resource groups comes about from both direct and indirect interaction between actors.  The research question did not differentiate between the two because the purpose of the within-case analyses was to see what interaction looked like by tracing its presence in the way resources had been adapted.  

The nature of the time-specific data meant that emphasis was on the direct effects of interaction – those that come about through conscious or purposeful interaction (actors discuss and agree to make certain adaptations) – because these would have been at the forefront of the managers’ minds when they were interviewed.  However, references to the past are also included in the cases, so this meant that not all the resource adaptation had come about from this direct type of interaction.  Therefore, some of the examples came about as a result of response to indirect interaction effects.  
Resource adaptation brought about through direct interaction provides the potential for new possibilities both within the dyad and at the network level.  The connection between the resource adaptation and the possibility for further technological development is the basis of the cross-case analysis.  This analysis concentrates on the identification of interaction complexity that has come about from the adaptations made to certain resources.  This means that the second part of the research problem discussed at the end of chapter three can be brought into play: how does interaction develop in complexity?
Based on the observations in these paragraphs the chapter is divided into two sections.  The first part deals with the indirect effects that large scale interaction [between large, important actors] has on the wider network.  The Grimsby Fish Market is used to illustrate this.  The second part is the cross-case analysis, which firstly identifies the direct effects of actor interaction and secondly picks out the indirect effects of actor interaction.  From these analyses, the final part of the chapter presents a way of viewing interaction and its complexity by combining the findings in the actor interaction development model.  The model is then discussed in relation to time and dynamics. 
8.1
Interaction in the fish market is not isolated

The reason for Grimsby Fish Market’s (GFM) cursory mention in the UK case study is that it no longer plays an important part in getting fish to the large supermarkets.  The number of boxes of fish on the market has dwindled from around 25,000 per day during the 1970s to less than 2,000 (at the time of the data collection).  While some of the change may be attributed to a reduction in fishing quotas, it is not the only reason.  And this, in part, is what this discussion addresses.

In chapter one it was established that the market looks like a market when an auction is underway.  Price varies according to species, availability and quality, and such fluctuation is usually tied to weather and season.  The suppliers are not present because most of the fish has been exported to the UK and it is the responsibility of the agents, who work on the suppliers’ behalf, to ensure the fish reach the market.  An auctioneer manages the sales process that enables the merchants to buy the fish.  This exchange process is characteristic of ‘pure exchange’.  Resource adaptation does not occur as a consequence of the interaction.  The direct interaction effect is nil; merchants need to buy fish for their customers at the best price they can get, while sellers want to sell their fish for the best price possible (given market conditions); there is no need for these parties to know one another.  An indirect effect from these simple interactions is that the merchants get to know each other because the activity brings them together on a daily basis.

Apart from the effect that nature has on the fish, the market as seen in this isolated way resembles the theoretical perfect market.  However, over two thirds of the fish on GFM come from Iceland; only two agents actively place fish on the market; and the large secondary processors rarely buy from the market.  Neither the direct nor the indirect interaction outlined in the preceding paragraph help one to grasp why these things have happened, which is why the market has to be considered in relation to events elsewhere.  
The drop in fish on the market may certainly have been influenced by reduced quotas, but diminished British catch has been compensated for by imports.  Insufficient data does not permit an in-depth historical view of the white fish market.  However, if the current interaction between the supermarkets and secondary processors is taken into consideration, a partial explanation can be achieved.  The interaction between the secondary processors and their supermarket customers has had many direct effects, such as technological sophistication and larger processing facilities.  These adaptations require large, steady volumes of fish.  Therefore, the indirect effect has been a change in the way suppliers supply fish.  Rather than going through the market, which they might once have done, the suppliers have adapted their resources in response to increasing interaction between the parties to enable them to sell fish directly to the secondary processor.  This gradual change in the structure has diverted fish away from the market.  The more erratic availability of fish from the market is better suited to smaller downstream customers, such as the fish and chip shops and fishmongers, which can adjust to these fluctuations more easily.

Not all suppliers are able to adjust to their customers’ requirements, as evidenced by Norway’s decline in importance in the UK.  With Iceland’s dominance on the supply side and much of the UK’s seafood processing happening in the Humberside area, most Icelandic fish arrives into Immingham Port.  While it cannot said precisely what caused what, it can be seen that the direct interaction between the secondary processors and their Icelandic suppliers has had the indirect effect of making Icelandic fish the most easily accessible for placement on GFM.  Unlike the secondary processors, the market can take all qualities and species of fish.  The dominance of Icelandic fish on GFM has come about, therefore, not because it is superior or that it has been requested, but because resources have been adapted in a way that make fish coming from Iceland more accessible.

This accessibility has indirectly affected the agents.  Suppliers are now fewer and larger – another indirect effect of the secondary processor/supermarket interaction – and fewer suppliers means fewer agents are required to represent their interests on the market.  Since most of the fish available for placement on GFM comes from Iceland and suppliers cannot place fish directly on the market, agents have mainly Icelandic suppliers on their books.  These developments have not arisen from the ‘pure exchange’ interactions which prefaced this section.  They could be understood by seeing how interaction between large, important seafood actors had affected the wider structure within which all involved actors reside.  This also includes GFM, which is now better termed a depot or collection facility for Icelandic fish rather than a market.    

What this illustration shows is that direct interaction effects have indirect effects which either impose change on other actors within the same structure or enable possibilities for further resource configurations/adaptations between two or more actors.  A deliberate utilisation of indirect interaction effects places the interaction in the ‘networking’ category.  A third party actor that responds to change that has come about from the interaction between two focal companies is seen to be unconscious.  The distinction is twofold; first, actors are not always aware of what happens when they make changes to resources (especially intangible ones).  Either the possibilities (what the change enables) or what a third party might have to do in order to adjust to the change may be unknown.  Second, certain interaction between large, important actors affects the structure in which all involved actors reside and this affects all other interactions.
  Use of Grimsby Fish Market has been helpful in setting the tone of the cross-case analysis, which is now taken up with consideration of each interaction category in relation to the examples found in the cases.

8.2
Cross-case analysis
As indicated at the beginning of the chapter, the existence of direct and indirect interaction effects has been identified.  Ahead of the analysis, the difference between the two effects is explained.  Direct interaction effects come about from the deliberate interaction between two or more actors.  A change in a certain resource (or several resources) is deliberately undertaken by the interacting parties.  These effects are relatively easy to determine and are what the analytical framework was designed to pinpoint based on the nature of the data.  
Indirect effects come about as a result of the resources that have been changed in the focal dyad.  They occur at both the dyad and network level.  In the dyad, resources that have been changed may present new possibilities for further interaction between the two parties.  These may or may not be acted upon by the actors.  At the network level, a third party that interacts with the focal dyad must adapt to the changes that have come about from the direct interaction, if it wishes to continue to be a counterpart.  The following two sections seek to show specifically what these effects look like based on what was taken up in the within-case analyses.  

8.2.1
Direct interaction effects

Table 8.1 shows the effect that the interaction between two actors has on resources.  These effects come about from the deliberate and purposeful interaction between two parties.  Behind this statement lies the assumption that two companies see that in order to achieve a certain aim, certain adaptations will need to be made in order to solve the problem and make whatever they want to do possible and [more] efficient.  This relates to Håkansson and Prenkert’s (2004:81-90) notion of closing the exchange system.
Table 8.1: direct interaction effects
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This section will be relatively short in comparison to the indirect interaction effects section.  This is because some of the direct effects are taken up again under indirect effects to show how they have enabled more complex types of interaction to evolve.  The relative brevity here also denotes that direct effects are easier to identify than indirect effects.  Although it is also acknowledged that ease relates to whether the interaction type in focus is narrow or wide-reaching.

Pure exchange

The direct interaction in this category allows a good to be exchanged at a given price.  Price, in other words, governs the exchange.  Therefore, the transactions that take place on Grimsby Fish Market provide a good illustration of this type of interaction.  Resources are not adapted as a result of the transaction.  It is not necessary for the seller to know who the buyer is or vice versa.  Similarly, the enforced auction system in Norway means that the processors do not need to know which fishermen they are buying from them or vice versa.  Policy matters are also depicted in Portugal and Chile, with actors in the former network having to adjust to the maximum water content in bacalhau policy and in the latter, overuse of antibiotics in salmon and the reduction of fish oil in fish feed were concerns that affected the involved actors.
Light cooperation
Young’s was aware of what Polarfrost could do before it purchased the processor.  The owner of Pixies Internacional worked for Møre Codfish before he set up as an importer in Portugal and now imports bacalhau mostly from his ex-employer.  In Chile, the best example of this type of interaction is provided by the managing director of Granja Marina Tornagaleones (GMT), who used to own Mainstream before Cermaq bought the concern.  In the wake of this awareness, GMT has five year contracts with both Mainstream and sister company, EWOS.
Buying & selling

In each case, there are many examples of this type of interaction.  All the large secondary processors in the UK have adapted and introduced products based on interaction with their large customers.  A notable change in recent years has been the increased use of chilled or fresh fish in recipe dishes.  In Portugal, the direct interaction effect of this category can be seen in whether a lower or higher water content product is produced.  The interaction between Pingo Doce and Jangaard has resulted in the use of product identification tags in the tails of the bacalhau to provide consumers with basic information about the source of the product.  In Chile, the easiest product differentiation to identify is salmon prepared for either Japanese or US customers.  The former has a preference for frozen fish and the latter has a preference for fresh fish.  Changes to the colour of the flesh also denote customer preferences.  In relation to interaction specifically between salmon farmers and US customers, many new products such as smoked salmon and sushi have been introduced in recent years.  For the salmon farmer suppliers, product changes are seen in the extended offering that is now available.  For example, Aislapol makes a variety of different polyboxes to accommodate customer requirements, and EWOS makes a wide range of feeds to ensure the [healthy] rapid growth of farmed salmon, together with appropriate flesh colouring.
Producing & using

In the UK the secondary processors have made substantial changes to their facilities as a result of the interaction with important customers.  Young’s has to outsource some of its production needs to provide customers with full product assortment.  Coldwater Seafoods has purchased new facilities to accommodate the increasing emphasis on chilled production.  Technological developments have been made to the facilities themselves in terms of improving hygiene and quality.  
In Portugal, interaction between actors has led to improved drying technology and the use of frozen cod, which is more difficult to dry because of the ice crystals in the flesh.  Additionally, processing facilities in Portugal have been purchased by CNCB so that it can respond more efficiently to customer requirements depending on lead times.  
Chile provides numerous examples of developments to facilities, most of which can be related to the direct interaction between salmon farmers and their US customers.  For example, Trusal has developed the necessary facilities to farm salmon, and Mainstream developed a new production line once it was established that a certain product would be a regularly ordered item.  Similarly, Marine Harvest has adapted existing sites to enable small amounts of farmed salmon to be grown for European customers.  The most significant direct effect that the interaction between salmon farmers and their Japanese customers has had can be seen in the development of sophisticated freezing technology.
Close cooperation

In the UK, close cooperation is reflected in the large percentages of production devoted to just one customer.  Such examples include Seachill, which produces almost entirely for Tesco, and Coldwater Seafood which sells around one third of everything it produces to Marks & Spencer (M&S).  Although only briefly mentioned, two thirds of Lyons Seafoods entire production goes to Sainsbury’s.  Tesco is Farne’s most important and, in fact, only UK customer.  The magnitude of these relationships emphasises the need for a great deal of change to have happened in both tangible and intangible resources on both sides of the dyad in order to permit the effective exchange of huge volumes of seafood products.  Young’s and Birds Eye interact with a number of large customers.  Both are significantly larger in terms of output than the other actors, so although they have more customers (Young’s mentions seven important supermarket customers) the effects of the interaction between these two suppliers and their supermarket customers is still considered to be substantial, having wide-reaching effects on both tangible and intangible resources.  
The best example of the direct interaction effects characterised by ‘close cooperation’ in Portugal is that taking place between Pingo Doce and Jangaard, in terms of the volumes exchanged.  Others exist, such as Fjordlaks and CNCB, and Møre Codfish and Pixies Internacional.  Each example shows a level of interaction that requires both tangible and intangible resources have been adapted to make the exchange of large volumes of bacalhau relatively smooth.  In the Fjordlaks/CNCB example, it is remarked that if CNCB needs to get hold of bacalhau quickly it goes immediately to Fjordlaks and knows that it can obtain the required product with a few days.

In Chile, some of the most obvious examples of ‘close cooperation’ can be seen between the salmon farmers and their feed suppliers.  Feed is extremely important in the production of farmed salmon and represents a sizeable portion of total costs.  The two largest feed suppliers, EWOS and Skretting, are both involved in hierarchical relationships (100% supply of feed) with their customers Mainstream and Marine Harvest, respectively.  Here the interaction results in information sharing, particularly in relation to the salmon’s growth, and this is used to improve feed formulas.  This has become even more important with the reduction of fish oil in feed meal.  Mainstream even has a representative on EWOS’s innovation team.  Although these companies are sister companies, it can be inferred from the data that this has not been especially harmonious, which implies significant change was most likely needed in both parties.  It also shows that having the same parent does not automatically mean instant ability to work together; the same adaptation processes have to happen if a goal is to be achieved and often in a climate of ill-feeling if the acquisition has not been viewed positively.  This is another reason for seeing the interaction to be imbued with the same characteristics as that taking place between independently owned business units.  
Interaction between the salmon farmers and their Japanese customers is also characterised by ‘close cooperation’.  This is because Japan is a difficult market to understand with many different interacting layers.  Only Marine Harvest interacts directly with a Japanese supermarket.  In each example, the salmon farmer works closely with only one or two customers and this will have had significant effects on how the producers have developed.  The interesting thing in relation to this case is that with the more recent and rapid developments between the salmon farmers and their US customers, this interaction seems more important.

Networking

Perhaps the most noticeable finding from the within-case analyses is the lack of specific ‘networking’ examples.  It may be fair to speculate and suggest that some of the examples of ‘close cooperation’ could also indicate that ‘networking’ is taking place, but – and this crucial – the data does not actually allow for such conclusions to be drawn unambiguously.  One of the reasons for this stems from the nature of the data.  Being tied to one point in time, it is not possible to gain greater insight into what is happening.  However in the UK, both Young’s and SIF show that they are exploiting their supplier relationships in order to respond to the service level agreements (SLAs) that are a feature of the supermarket relationships.  In order to ensure that certain targets are met, the secondary processors need to exploit their third party relationships.  This is something that is being done deliberately.
It may be seen to be a weakness of the data that more cannot be said about ‘networking’ as it is only evidenced in one of the cases.  However, it should be noted that if this specification had been obvious in all three cases it is quite possible that the difference between direct and interaction effects might have been missed altogether.  This observation is the inspiration behind searching for other indirect effects and the basis for the way in which the cross-case analysis was undertaken.
8.2.2
Indirect interaction effects
Table 8.2 considers the indirect effects that arise from the direct interaction set out in the previous section.  In this part of the analysis, the changes that have been made to certain resources offer the potential for new technical developments in the dyad.  These may or may not be acted upon.  At the network level, however, if third parties wish to remain involved in the network they have to adapt to the change that has occurred in important dyads (ie where the volumes of fish/fish products being exchanged are substantial). 
Table 8.2: indirect interaction effects
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Pure exchange

Each case contains examples of interactions that focus on the price of a good; negotiations take place between two entities and a price is agreed.  These are illustrative of ‘pure exchange’ because when seen on their own, resources are not directly affected.  The interaction can be understood to mean ‘an interaction’, ie each interaction is discrete and thus there is no discernible direct effect on resources.  

The UK secondary processors talk about the price of fish being important.  They note particularly that it is tempting to buy low price, quality white fish when gluts appear around the beginning of each year.  Similarly, their suppliers may try to capitalise on high market prices by selling elsewhere during times of shortage.  This example, while underpinned by a ‘pure exchange’ logic (price), may be better suited to a ‘buying & selling’ type of interaction because the presence of contracts indicates ongoing interaction between the parties and that certain resources have already been adapted.  These contracts exist because of the interaction between the secondary processors and the supermarkets.  There is a need for consistent supply and some certainty that this will happen.  Assuming a supplier does not renege on the contract stipulations, this type of interaction may lead to further, more complex interactions.
On the fish market, merchants ‘compete’ against each other to acquire the fish they require based on the price
 they are prepared to pay for each lot.  This ‘pure exchange’ type of interaction they engage in and the location in which it takes place means that the indirect effect is that the merchants get to know each other well.  In other words, although they need to secure fish in order to meet customer orders, the ‘competition’ leads to acquaintance. 

Although policy is not a theme of the study, an effect policy can have on actors in a network is reflected in the Norwegian suppliers’ reduced importance.  The introduction of the auction system in Norway makes it difficult for Norwegian suppliers to adapt to the changes in their customers’ needs.  The auction system favours a traditional market exchange structure, which does not allow consideration for the volume or quality consistency that other suppliers are able to achieve by working more closely with the catch side (ie fishermen in general, trawlers, factory vessels).  

Two supermarkets in Portugal see price as an important factor when deciding from whom they should buy bacalhau.  However, at the same time, they specify that they use 10 to 12 suppliers, with approximately six being especially important and used regularly.  This suggests that while price may be important, the interaction has already led to a more complex interaction with certain counterparts.  

In Chile, once volumes of specific products have been decided, they are transacted principally by agreeing a set price some months ahead of when they are needed (and can be renegotiated should market conditions alter substantially).  However, although it is specified that spot price is used for whole fish, it cannot be ignored that each farmer only has a few US and one or two Japanese customers.  This suggests that the interacting business units are well known to each other and other types of interaction may already be taking place.  Those are interactions that direct the way in which ‘pure exchange’ is conducted.  It is also noted that customers are loyal to their suppliers and that it would take something very unusual to happen for switching to occur.
Light cooperation

It is assumed, when dealing with large, well established actors, that the category of ‘light cooperation’ has been a factor in the development of interaction between these business enterprises.  With so few actors, each must already have an awareness and understanding of the others involved.  Despite this, specific examples of ‘light cooperation’ can be found. 
In the UK, it is observed that Young’s and Polarfrost were acquainted with one another before Young’s bought the primary processor.  Young’s was interested in the relationships Polarfrost had with factory trawlers because this would mean that fish could be more easily traced to their origin.  Traceability is now an important attribute for fish that is recognised by both processors and retailers a-like.  From the case, therefore, it can be understood that ‘light cooperation’ led to the purchase of Polarfrost and a closer working arrangement between the two actors.
In Portugal, Pixies Internacional buys 98% of its bacalhau from Møre Codfish.  The owner-manager of Pixies worked for Møre Codfish and this awareness of one another has enabled more complex interaction opportunities to arise.  Similarly, it took NSEC 18 months of ‘getting to know’ Pingo Doce and vice versa before more complex interaction activities could take place.  In Chile, GMT’s managing director used to run Mainstream before it was bought by Cermaq.  This mutual awareness of helped GMT to gain five year contracts with both Mainstream and sister company EWOS, which aids planning by introducing cost and earning stability for many years.  
Another Chilean example is provided by Trusal and its largest North American customer.  The two came initially into contact when the salmon farmer responded to a ‘round robin’ email that had been sent out by the company.  In this way the first encounter, which led to ‘light cooperation’, can be seen to have been characteristic of ‘pure exchange’.  The actors did not know each other and Trusal was uncertain whether it would get paid for the consignment.  However, from these early interactions the companies became acquainted with one another and the indirect effects of these interactions have enabled more complex types of interaction to ensue.  Some of the current types of interaction between the parties are characteristic of ‘close cooperation’.
In these examples, where individuals get to know each other, trust can be seen to be a crucial outcome of the interaction which, in turn, paves the way for ongoing or future interaction opportunities.  

Buying & selling

The ‘buying & selling’ type of interaction comes about when the direct interaction effect is reflected in the way the product has been adapted.  In the UK, the product adaptations are varied and continuous and are an important outcome of the ongoing interactions between secondary processors and supermarkets.  An important product category in the UK is the ready meal or TV dinner.  These recipe dishes consist of fish that is combined with a range of other ingredients; this product complexity means that in order for them to be made changes to processing equipment would also have to be made.  Here the interactions of ‘buying & selling’ and ‘producing & using’ become blurred, except that once the processing adaptations have been made, further changes to the products can continue without incurring further knock-on resource adaptations.

Staying with product change, one of the quirkier examples is that of Birds Eye which changed its frozen food packaging to emulate that of chilled foods.  This understandably makes the production more complex but the change ultimately remains focused on the product itself.  This adaptation was made in response to falling sales which were seen to be affected by the increased popularity of chilled foods.  Therefore, this adaptation may, in light of missing specific data, be seen as either being a response to change that has come about from interaction between other actors (ie an indirect effect) or a response to discussions with supermarket customers, in which case it would have been an effect of direct interaction.  

Even in Portugal a whole dried codfish varies from one exporter to another.  These adaptations have evolved over many years.  There is much debate around what constitutes bacalhau but from the data it can be seen that the direct interaction between certain Portuguese and Norwegian actors has brought about specific adaptations.  The interaction between Intermarche and its counterparts has resulted in a bacalhau with higher water content, whereas the interaction between Pingo Doce and Jangaard has resulted in or at least maintained a product with lower water content.  Advances in technology permit both types of products, with the advent of frozen cod being given as reason for a moister type of bacalhau.  It appears that technological development is exploited to realise the product’s required changes, which in turn meet the needs of the dyad.
The interaction between Pingo Doce and Jangaard has already led to additional product developments, such as the attachment of a small information label on each dried codfish.  From these interactions, further developments are under consideration or in progress.  These are understood to stem from change that has already taken place; they enable new opportunities.  Another indirect effect of the interaction between these actors is that it makes Pingo Doce an attractive joint marketing partner for the Norwegian Seafood Export Council.  This is because whole bacalhau being sold through the supermarket’s stores is Norwegian and the dryness of the product is in keeping with what NSEC considers to be ‘real’ bacalhau.  In turn, the interaction between Pingo Doce and NSEC results in marketing materials that reflect the partnership between the two entities.  Through interaction with Pingo Doce, NSEC has become known to other parts of Jeronimo Martins retail business and from this ‘light cooperation’ joint marketing initiatives have been developed with Feira Nova.
In Chile, the salmon farmers’ interaction with Japanese and US customers have resulted in two basic product distinctions – frozen fish for Japan and fresh fish for the US.  In addition, the interactions with Japanese customers have led to an emphasis on the production of coho and trout, while interactions with US customers have led to the development of the Atlantic salmon side of the business.  These are presented as ‘buying & selling’ types of interactions but from these rather basic requirements much more complex interactions have developed.  Since these initial product adaptations, which changed the way in which the fish is cut up, more complex product adaptations such as smoked salmon and sushi have been undertaken.  These latter product developments have been an outcome of the interaction between the salmon farmers and their US customers.  These interactions, which have had direct effect on resources, have led to an indirect effect on the salmon farmer suppliers which have had to adapt to the changes.  A simple illustration is the different amounts of pigment that need to be put into the feed in order to achieve the right colour salmon for different customers.  Furthermore, on the logistics side, Aislapol produces different boxes to accommodate the increasing variation in products and SAAM’s new racking system has come about in response to the increased product variation.  
In order for Aislapol to introduce a new pallet that will improve the loading and unloading of boxes of salmon the company needs to liaise with actors involved in transportation (air and truck), storage and salmon farming to ensure that the product dovetails with the existing resource structure.  This can be understood to be an indirect effect of the interaction that has already taken place between the variously involved actors.  Similarly, there is a potential the the ‘light cooperation’ that this kind of activity engenders could lead to further interaction opportunities for Aislapol.  
Producing & using

In the UK, the interaction between the secondary processors and their supermarket customers, and subsequent adaptation to facilities, are reflected in the purchase of new facilities.  This has often meant buying an erstwhile recognised manufacturer (eg Coldwater Seafoods bought Seachill and Cavanagh & Gray; SIF bought Lyons Seafoods and Farne’s; Young’s Bluecrest bought Polarfrost).  While these have been purchases to strengthen the existing production facilities of these secondary processors and are thus presented as an outcome of ‘producing & using’ interactions, it is anticipated that this up-scaling would have significant implications for further interaction opportunities with the supermarket customers.  Additionally, their purchase and the corresponding increase in size of the purchasing actors would have further indirect effects for others in the network. 
In order to accommodate sufficient stocks of bacalhau, Intermarché has built a new warehouse.  This development comes about from the way Intermarché and its suppliers interact.  Large quantities of bacalhau arrive at the depot ahead of the supermarket’s regular discount price promotion.  The interaction between CNCB and its supermarket customers has resulted in the cash & carry’s purchase of processing facilities.  The facility allows CNCB to be flexible in responding to customer requirements.  If the customer order is not urgent, then CNCB buys fish from Iceland and finishes it in its own processing facility.  This is a less costly option than buying bacalhau direct from Norway.  CNCB’s flexibility would increase its attractiveness to the customer because of its ability to meet a variety of needs and this may be lead to a need for closer interaction as new opportunities are identified.
Salmon farming in Chile provides many ‘producing & using’ examples.  Salmon farming has grown rapidly in the past 10 years as a consequence of the increasing importance of US customers.  With the increased interaction between the salmon farmers and the US customers, it was perhaps easier for the managers to talk about what was happening there because it was at the forefront of their minds.  To focus solely on this interaction would be to overlook the interaction with the Japanese customers, which has led to the development of most salmon farmers’ freezing technology.  Exacting Japanese standards require the highest quality flesh.  To minimise harm to fragile fish flesh, freezing technology has been refined and improved over the years.  Therefore, a direct effect from the interaction between salmon farmers and Japanese customers has been to develop and improve freezing technology.  
An indirect effect is that frozen fish is cheaper to transport, plus the resource to produce frozen fish now exists.  Therefore, it is in the salmon farmers’ interests to encourage US customers to alter their preference for fresh salmon.  Thus, it can be seen that through the interaction between the salmon farmers and their US customers, facilities on the using side may be undergoing alterations to make it easier to receive and handle larger amounts of frozen salmon (some frozen fish is sent to the US).  However, it should be noted that quality frozen fish soon becomes poor quality if the corresponding technology to defrost the fish does not exist.  This may be one of the reasons why fresh fish is still preferred amongst US customers.
Mainstream provides an example of where the direct interaction effect of making a change to a product presented opportunities for a ‘producing & using’ interaction to take place.  The salmon farmer outsourced production of a new product that a customer wanted.  Once it had been established that this was going to be a regular large volume order, Mainstream made alterations to its own processing facilities by adapting existing equipment as well as introducing new technology in order to handle production.

Elsewhere, the indirect effect of the interaction between the salmon farmers and their customers affects third party suppliers because they have to adapt to these changes.  For example, SAAM has modified its storage facilities by extending one unit and building two new ones in order to accommodate the increased output from the salmon farmers.  In addition to new warehouses, equipment has been adapted to deal with the increasing number of different salmon products.  A new stacking and shelving system was introduced to enable easier separation of products whilst simultaneously optimising space.  Aislapol relocated to Puerto Montt to be near the salmon farmers – an indirect effect of the salmon farmer/supermarket interaction – and built a completely new manufacturing plant, which also entailed upgrading and replacing the existing equipment with new machinery.  
Close cooperation

The interaction characterised by ‘close cooperation’ affects both tangible and intangible resources on both sides of the dyad.  If a producer commits as little as 5% of its production volume to one customer it is considered an important customer.  In the cases, there are examples where more than two thirds of all production goes to one customer.  In these and other instances where large volumes of fish are being exchanged the interaction is understood to have the potential for wide reaching effect within the focal dyad, as well as affecting the network structure indirectly.

The interaction between the large UK supermarket chains and their correspondingly large secondary processors suggests that ‘close cooperation’ has been in existence for many years.  Examples of where almost the entire production, in excess of 60%, is oriented towards just one large customer – eg Seachill and Tesco, Coldwater Seafoods and M&S, Lyons Seafood and Sainsbury’s – makes it reasonable to assume that these have been long standing arrangements that have developed over time.  The interaction between these business units has not only significant direct effects on the involved parties but change within these large dominant actors has also indirectly affected the entire structure within which all interactions take place.  These latter effects are seen in the form of the direct supply arrangements between the suppliers and the secondary processors.  
Even in Portugal, where the interaction may appear to be relatively straightforward compared to Britain and Chile, the effects of interaction typified by ‘close cooperation’ can be seen.  In other words, the presence of a seemingly simple product does not equate to market-like conditions.  The interaction between Pingo Doce and Jangaard serves as the best example of ‘close cooperation’.  Seventy percent of the Norwegian supplier’s production goes to the supermarket.  This equates to a little under two thirds of the total bacalhau Pingo Doce sells each year.  The presence of this interaction has had the indirect effect of making Pingo Doce an interesting joint marketing partner for NSEC.  In effect, the interaction between Pingo Doce and Jangaard made it possible for NSEC to establish contact with the supermarket chain and gradually engage in joint marketing activities.
There are two hierarchical examples in the Chile case: the Cermaq-owned companies, Mainstream and EWOS; and the interaction between Marine Harvest and Skretting, which do not share the same owner.  In these interactions, the supplier provides the customer with 100% of its feed, which is the largest cost facing the salmon farmers.  Therefore, when keeping costs as low as possible is a goal, these supplier relationships are very important and the interaction between these entities is considered to affect more than just a few physical resources.   Mainstream and EWOS have to cooperate because they are sister companies, but tensions between the parties exist due to a clash between views on management.  Regardless, they still have to find a way of working together which is beneficial to both parties (ie it does not happen just because they share the same owner).  In this adjustment process, the adaptation of organisational resources is as important as making the more visible modifications to physical resources.  Given the changes being made to myriad resources in both companies and given their size/importance, the indirect effect of their interaction is likely to affect the entire salmon farming structure.  An already mentioned example is the sharing of technical knowledge on the growth of salmon.  This information is used to develop new, non-fish oil based feed formulas and these endeavours serve to benefit all salmon producers, with both positive and negative knock-on effects for other related actors and, not least, the environment.
Mainstream declined the chance to become a sole supplier to WalMart on the basis of this being a too risky strategy.  Yet over 40% of its production is destined for WalMart.  The ramifications of a customer relationship this size will have a significant effect on physical and organisational resources, facilitating both the efficient production and use of this amount fish require resources to be adapted accordingly.  A number of the salmon farmers have sales offices in the US to improve the interaction between them and their large US customers, which further suggests the importance of this heavy interaction.
Networking

In the above examples, it is assumed that the indirect effects of the interaction affect third party actors.  The third parties respond to what is happening and thus the change is not something that has been deliberately brought about by one of the parties in the dyad.  In this category, the indirect effects are recognised by the focal dyad and used to exploit third party resources.  The change at the network level is thus understood to be deliberate.  
Since this category is wholly at the network level, which by definition implies the importance of history, the data did not reveal many examples of this type of interaction.
  However, the rarity helps one to see that there is a difference between ‘close cooperation’ and ‘networking’.  That managers talk more readily about what has happened as a result of direct interaction shows that it is not easy to see how changes to existing resources may hinder or enable future interaction opportunities.  The other thing that can hinder specification of ‘networking’ is that to do so means that the involved parties recognise that while efficiency and effectiveness may be enhanced by making such specific changes, the flipside is that it may also limit use of resources elsewhere.  This acknowledgement of interdependency is not necessarily comfortable for managers who believe that maintaining autonomy is the answer to flexibility and continued survival.
For ‘networking’ to happen an important focal relationship needs to be in place.  As indicated in the preceding category, such examples can be found.  However, the presence of an important business relationship does not automatically assume that ‘networking’ is happening.  The interaction between some of the UK actors has developed to a stage where the relationships are quite hierarchical in nature.  Not that this is a requirement for ‘networking’ but the implication is that for this to have happened interaction has been taking place for a long time.  Both SIF and Young’s Bluecrest indicate that in order to meet the requirements of their important customer relationships it is imperative for their suppliers to adapt in ways that are different from their previous behaviours.  They talk about their suppliers as being important counterparts that need to be encouraged to change their previous conceptions of how quotas should be managed.  If the fishermen’s quotas are not managed, there is nothing to stop a single quota being filled during the peak season which would mean no fish for the rest of the year.  Where quotas cannot be managed, the supplier becomes less important to the secondary processor.  The processors therefore require their suppliers to be able to work with the fishermen to change this traditional approach.  In this way, indirect effects are being applied directly because the reason for the adaptation is an indirect effect that has arisen from the interaction between the focal dyad.  It is interesting to consider the role of the SLAs and how they may motivate the move towards ‘networking’.  Although the data do not reveal the specifics of the contracts, the presence of the agreements seems to be a major contributor to the need to coordinate the relationships with third party suppliers in a new way.  It is also noted that the service aspect of the interaction is stressed.    
8.3
The actor interaction development model 
The cross-case analysis shows that direct interaction between two actors has two indirect effects: one is that from the resource change.  The dyad creates the possibility for new opportunities, which if undertaken would increase the complexity of the interaction.  The other effect is that resource change in the dyad results in change in the network (third party actors).  In four of the six categories, third parties are shown to respond to the changes that have been made in the focal dyad.  In the two extreme types of interaction, ‘pure exchange’ and ‘networking’, network changes come about differently.  In ‘pure exchange’, the indirect effect is that people become aware of each other through simple economic transactions because the transaction itself has no direct effect on resources.  With the introduction of legislation, involved actors will be directly affected and the changes that have to be made in response to the dictate may indirectly affect how interaction with other actors is conducted.  
In ‘networking’, the effect on the network is direct.  The dyad recognises the need (or possibility) to exploit its third party relationships to attain greater effectiveness.  Thus the effect on the network becomes a direct interaction effect.  This notion of increasing interaction complexity and the direct and indirect effects it causes is exemplified in table 8.3 (an amalgamation of tables 8.1 and 8.2) and figure 8.1.
Table 8.3: the actor interaction development model

[image: image17.emf]direct interaction effect 

(dyad): 

change in resource

indirect interaction 

effect on dyad: 

potential for change

indirect interaction 

effect on network: 

response to change

Pure 

exchange

None None Awareness of others;

policy implications

Light 

cooperation

Individuals in business units 

form opinions about one 

another

Identification of 

technical development 

opportunities

Implications for 3rd

parties

Buying & 

selling

Products are adapted; new

ones developed

Other technical 

possibilities emerge: 

need for better/larger 

facilities

3rd parties respond 

to change

Producing & 

using

Facilities are adapted/ built; 

one or both sides can be 

affected

Adaptations made by both 

parties; resources become 

heavy; potential for 

increased effectiveness

3rd parties respond

to change

Close 

cooperation

Tangible and intangible 

resources are adapted on 

both sides

3rd party relationships 

present development 

opportunities

3rd parties respond 

to change

Networking

Dyad (one or both sides) exploits 

3

rd

party relationships; indirect 

interaction effects used deliber-

ately; network affected directly

Ongoing possibility for 

further change in dyad

3rd parties of 3rd

party actors respond 

to change



[image: image18.emf]A

A

A

A

A

B

B

B

B

B

C

C

C

C

C

C

PE

LC

BS

PU

CC

N


Figure 8.1: illustration of the actor interaction development model

The table and figure above provide two perspectives on the same information. Table 8.3 on its own gives a static impression of what is taking place, plus it may be inferred that the network is affected by the ‘indirect interaction effect on the dyad’ and technically this is not correct.  The illustration in figure 8.1 conveys the dynamic element of the interplay between direct and indirect interaction effects.  The abbreviations to the left in the picture refer to the type of interaction, eg PE=pure exchange and so on.  The focal dyad is represented by actors A and B, while the third party or network is represented by actor C.  In ‘pure exchange’ the actors are initially anonymous.  A more detailed discussion about the model follows, which also explains what the different arrows mean.

8.3.1
Time and dynamics
The features of the networks have been developed over time.  They contain different characteristics, which relate to the way in which the actors’ resources have been developed through interaction, and each network can be seen to incorporate more or less time (have a longer or shorter history – for example, Portugal could be described as the longest standing network based on what is contained in the cases).  However, consistent with the data, the model illustrations do attempt to suggest that different amounts of time apply to the specific types of interaction.  It is implicit that some resource adaptations can occur more quickly than others.  There is also a linear time order.  The direct effects that interactions have on resources in the dyad have to happen before further [potential] adaptations can be made therein (eg give rise to new ideas), and before third parties can respond to the change in the dyad.  As section 8.1 points out, it is the interaction between these large, important actors that bring about change in the overarching network and it is this structure within which all interactions take place and are influenced by.  

The presence of the indirect effects drives the dynamic character of interaction.  The remainder of this section discusses the connection between the direct and indirect effects, starting with ‘pure exchange’ because it points towards a type of interaction which does not have a perceptible effect on resources but its indirect effect on the network should be highlighted.  Change in the dyad and change in the network follow.
Pure exchange

‘Pure exchange’ has two indirect effects in the network, even though there is no tangible effect in the dyad.  As already mentioned, awareness of other actors is also considered to be an important indirect effect of ‘pure exchange’.  Therefore, the indirect effect of ‘pure exchange’ may be one important starting point for the development of actor interaction.  

The second effect is more involved because it relates to policy.  In the data there are a several references to policy matters – for example, the enforced auction system in Norway and the low water content in bacalhau in Portugal.  It is noted that these policies have a considerable effect on certain actors and thus cannot be ignored.  Politicians tend to view business exchange in a certain way and this has been embedded in the quango.  This view also applies more generally to policy decisions.  The introduction of such measures cannot be avoided by the involved actors.  The indirect effect legislation has on the interaction taking place between the parties makes already adapted resources more or less useful.  This creates additional problems for actors.  
For example, in Portugal the low water content issue is deemed to have few consequences for Pixies Internacional and for Pingo Doce because the interaction between these actors and their counterparts already results in low water content product.  The same cannot be said for Intermarché which, through interaction with Fjordlaks and CNCB, sells a product with a higher water content.  Similarly, the auction system in Norway hinders resource adaptation and this has had consequences for Norwegian exporters and their UK customers.  Policy is usually introduced as a reaction to something that has come about through actor interaction and thus it affects all the involved actors.  This is the reason for placing it in ‘pure exchange’ at the network level.  It affects all further interaction but the effects will not be uniform because it will be handled differently depending on how actors interact with one another.
Change in the dyad

The interaction between two actors affects resources in that they are adapted to solve a problem.  This is a direct interaction effect.  For this development to enable a more complex type of interaction, the interacting actors must first recognise that the changes either present a new opportunity or require further modification in pursuit of efficiency (the indirect interaction effects).  Then, depending on other indirect interaction effects (indicated by the dashed double headed arrows leading from the third party interaction to the focal dyad), they decide whether they want to or can work more closely together in order to make further resource adaptations.
This strongly implies that further, more complex interaction between actors may not take place and the reasons for this can be numerous.  In figure 8.1, the potential for actors to not pursue development opportunities and either staying within a certain category of interaction or even becoming less closely engaged is represented by the presence of the vertical, dashed double headed arrows.
The development of direct actor interaction does not necessitate a faithful move from one category to the next.  For example, a relevant category is this respect is ‘light cooperation’ because it is possible to envisage that from this important social exchange, the development of trust might lead directly to ‘close cooperation’.  An example of this in the data is the interaction between Trusal and its US customer.  ‘Light cooperation’ quickly developed into ‘close cooperation’.  This leap-frogging seems to be made possible by the fact that the necessary facilities were already in place.  Once ‘close cooperation’ was in place, further developments to facilities were made in order to produce Atlantic salmon.  This example also points to another reason for having the double headed arrows in place to indicate the expectation for wide-reaching interactions to be composed of the narrow types of interaction as well.  This highlights the difficulty of being able to differentiate between direct and indirect effects but also how this model could be used to specify between the different effects.
Change in the network

Once change has taken place in the dyad, third parties will be challenged to adapt accordingly.  (Overt change at the network level might be difficult to see in ‘light cooperation’ because individuals consider future technical development.  Hence, it is specified that such interaction has implications for the network; there is potential for change at this level.
)  As soon as changes are made to products, third parties need to respond to the adaptations if they want to remain important counterparts.  This can be seen for example in the example of SAAM having to increase its storage space and changing its racking facilities in order to accommodate increased volume and variation of salmon products.  Aislapol tells a similar story with the need to introduce many different types of polyboxes to accommodate the different types of products its customers started to produce.  Importantly, the response is seen to be a reaction to change and not something that has been deliberately initiated on the part of the dyad.
A similar response to the change that has taken place in the dyad is understood to be made by third parties in the categories of ‘producing & using’ and ‘close cooperation’, with corresponding increases in complexity.  This indirect effect is denoted by the dashed double headed arrow that connects the dyad to the third party.  As an indirect effect of ‘close cooperation’ in the dyad, the potential for third party relationship exploitation may become apparent to the interacting business units.  When the dyad (one or both parties) deliberately decides to exploit third party relationships, as a means of solving new exchange issues, the level of interaction complexity between these actors increases considerably.  
‘Networking’ in this way is the direct use of indirect effects – the indirect effects from ongoing interaction have led to important relationships on both the customer and the supplier side.  The network is directly affected in this interaction category.  To increase effectiveness the dyad exploits its third party relationships as resources that can be adapted in order to solve problems that have arisen from the already complex actor interaction.  The direct nature of this effect on the network is denoted by the solid double headed arrow that links the focal relationship to that of the third party relationship.

Although each category had an indirect effect on the network, ie other actors are influenced to a greater or lesser degree from what occurs in the focal dyad(s), a distinction is drawn between the interactions that affect specific resource types (ie narrow) and those which affect physical and organisational resources (ie wide).  This distinction is linked to time and how quickly adaptations can be made.  It is suggested that something that is quickly initiated is something that is easy to undo.   In these situations the interaction is unlikely to have significant indirect effects on the network.  ‘Producing & using’ is presented as a narrow interaction because it is determined by change in facilities and associated equipment.  However, it can be understood that building a new factory is a much more time consuming process than say designing a new mould to produce a new product.  In this respect, the ‘producing & using’ category can have both a significant indirect effect on involved actors, ie both the dyad and the network.  The wide-reaching interaction of ‘close cooperation’ has a significant indirect effect on the network and this shapes the features of the structure within which all actors reside.  Where indirect effects are used directly by the dyad, as in ‘networking’, the effects on the network are the most potent.

A final point about interaction in the network relates to the structure within which the involved actors reside.  When interaction affects the features of the structure, actors are forced to respond to change by adapting certain resources if they wish to continue involvement in the network.  This means, as in the example of the fish market, that even when interactions can be identified to be characteristic of ‘pure exchange’ they are taking place in a structure that has been developed by wide-reaching interaction between large actors.  In addition to these specific transactions, where price is the indicator of the interaction, managers talk freely about prices and costs.  However, they are expressed in relation to the way in which resources have been adapted from the different types of interactions that have taken place.  Therefore, they are not the main indicators of interaction that brings about change in resources, although they are still important elements of interaction.  If they are studied in isolation, they cannot reveal much about why certain things have happened and if these things cannot be explained it is difficult to see how an actor could hope to identify effective solutions to problems.  
8.4
Summary

What the model shows is that the complexity of actor interaction is determined by the interplay between direct and indirect interaction effects.  First there is a need to interact and then through the process of interaction comes resource adaptation.  The ensuing change often means that new challenges arise, which can also mean new business opportunities, and if further adaptations are made to the resources the complexity of the interaction between the two parties may increase.  While the resource change in the dyad gives rise to the potential for further technological development, the indirect effect on third parties is that they are forced to respond to the changes by adapting their resources.  Therefore, the effect on the network is indirect – the dyad or part thereof does not deliberately change the third party relationship.  At the same time, changes that the third parties make (or if they are unable to adapt) may enable or hinder further change in the dyad.  If the third parties are unable to respond to change, they become less involved (less important) in the network.  ‘Networking’ occurs when the dyad deliberately exploits a third party relationship in a bid to increase effectiveness.  

This complex picture of interaction is far from what can be understood by taking the perspective of a single, narrow type of interaction.  By specifying different types of interaction one can see that interaction varies.  However, by seeing each part as being something of the whole, it becomes evident that even the simplest types of interaction are guided by the resource adaptations that have occurred as a result of a much heavier, more substantial interaction.  This is what shapes the structure within which all actors reside.  No actor can be exempt from this if it wishes to be involved in a certain network.  This also includes an organisation that has been introduced by politicians to carry out a specific task.
The work so far, therefore, shows that the interaction between seafood actors is complex.  This contrasts with NSEC’s design, which assumes business exchange to be a much simpler affair.  The following chapter returns to the research problem set out in chapter two and considers how complex interaction affects the scope of NSEC’s activities. 
9. The effect of seafood actor interaction on NSEC
The previous chapter concluded by pointing out that the interaction between seafood actors is more complex than that which is understood in the theory underpinning NSEC’s design.  While the within-case analyses have dealt with the problem of characterising the interaction, the cross-case analysis developed the notion of interaction complexity by drawing attention to and distinguishing between direct and indirect interaction effects.  The two indirect effects that come about from the direct interaction between actors are slightly different.  A dyad may or may not choose to become more closely involved (interdependent) on seeing new development opportunities or challenges that have been brought about by the adapted resources.  Third party actors have to respond to the way resources have been adapted in the focal dyad if they wish to continue as important counterparts.  The combination of change coming about from the direct interaction between two actors and subsequent resource adaptation that occurs elsewhere in response to these changes makes for dizzying contemplation.  
NSEC is connected to these networks that are defined as an outcome of complex interaction between important seafood actors.  This makes the organisation a third party actor which is affected by indirect interaction effects.  Therefore, to do its job it has to respond to these effects and this means it adapts its marketing activities to what is happening in the network.  

NSEC’s design determines that it should focus its marketing activities towards countries that are export markets for Norwegian fish.  This means, for example, that activities in Chile are deemed competitive and NSEC should not do anything there.  However, now that the interaction between seafood actors has been shown to be complex, which connects them in networks, NSEC is actually seen to be affected by what is going on the interaction between Norwegian seafood actors and their counterparts both in Norway and Chile.  Similarly, where one would expect to see NSEC – in the UK – it does not feature at all in the case.  Since the network comprises connected actors, all of which are either directly or indirectly affected by the different types of interaction that are taking place, NSEC is also connected to each of these settings irrespective of its design.  
The purpose of this chapter, which is illustrated in figure 9.1, is to address the research problem set out in chapter two and considers how NSEC is affected by the indirect effects of the interaction that takes place between seafood actors.  Each case is different and presents different challenges and/or opportunities for the organisation.  Each setting is considered in turn; first by pointing to the features that have come about through the interaction between the seafood actors and then by considering the effects that this has on NSEC.
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Figure 9.1: reminder of the research problem

9.1
The UK – NSEC is peripherally involved in the network

Norwegian exporters of white fish are no longer the important suppliers they were to UK based secondary seafood processors.  For various reasons, one of which being the enforced auction system in Norway which mediates the interaction between producers and fishermen, Norwegian exporters have not been able to adapt.  Their customers’ new needs have come about through direct interaction with supermarket chains.  Icelandic exporters, however, have been able to adapt to the change and this has enabled them to become large, important suppliers of white fish to UK secondary processors.  On the basis that resource adaptation is realised through interaction with other involved actors, the dominance of the Icelandic suppliers indicates that as they continue to adapt and develop towards the needs of their customers, so the ability of Norwegian actors to influence what goes on in this network diminishes.  Norwegian suppliers are used in a more sporadic way.  For example, as back-up suppliers if there is an unexpected need for additional raw material.  This interaction does not have a significant effect on either party’s side.
  Other customers become important and thus the Norwegian supplier’s resources are adapted towards their needs.

Although Norwegian suppliers are not as important as they once were, they are still in the picture.  One supplier is mentioned by name and is important to Seachill, while Norway is still referred to as a country from where white fish can be sourced.  In this respect, NSEC still has an obligation, as per its design, to undertake marketing activities in this country because it receives funding from exporters which have interests in the UK.  So the question is what can the organisation do given this picture of interaction where Norwegian suppliers and Norwegian seafood do not have the same gravitas as say in Portugal?

Returning to the model, it would be reasonable to position the interaction between Norwegian suppliers and UK secondary processors within in the ‘buying & selling’ category.  It is not pure exchange because the actors have a history together and have probably become well acquainted over the years.  Some product development will have taken place due to the need for different size portions, fillets and pieces.  However, this is as far as the interaction has gone for many Norwegian suppliers.  (This relates well to the idea that for various reasons not all dyads develop an increasingly complex interaction.)  In the ‘buying & selling’ category the type of interaction is characterised by greater change taking place on the supplier side than on the buyer side due to the emphasis on adaptation of the product.  Without the possibility of becoming more closely involved in the network, NSEC continues to carry out typical PR and marketing promotional work, where the end consumer, eg the shopper or restaurant goer, is targeted and informed about the attributes of Norwegian fish (see figure 9.2).
  The thinking behind the activity is that a ‘pull’ effect (see for example Kotler and Armstrong, 2003:483) can be created and if demand is stimulated by the end consumer asking for Norwegian fish, industrial actors will be compelled to source more Norwegian fish.  However, as figure 9.2 shows, these activities take place on the periphery of the white fish in the UK network.  This means that on its own the type of interaction that is being influenced is unlikely to alter the large volumes of white fish being exchanged between Icelandic exporters and UK secondary processors.
NSEC is only peripherally involved in the network.  It cannot establish a more prominent role because the interaction between Norwegian suppliers and UK secondary processors is not characterised by a wide-reaching type of interaction.  However, it is not prevented from performing its task because it can target supermarket shoppers by implementing marketing activities at the periphery of the network (eg heighten awareness of Norwegian seafood amongst the British public).  In this instance, NSEC behaves in accordance with its design but only because it is responding to the indirect effects that stem from the interaction between the seafood actors.  This approach, as mentioned earlier, will have little effect on the network because the important interaction cannot be influenced directly.  
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Figure 9.2: NSEC’s peripheral involvement in the network
9.2
Portugal – NSEC is involved in the network
With a trading history stretching back over more than 200 years, Norwegian and Portuguese actors have been adapting to one another’s needs for centuries.  Development may have happened more slowly than in the UK and Chile cases, but the fundamentals of the actor interaction remain the same.  Norwegian actors supply over half of all the bacalhau consumed in Portugal and the three largest producers supply 45% of this volume.  This means that over the years these actors in particular have been able to adapt their resources to the needs of Portuguese customers and remain important suppliers.  The move between Jangaard and supermarket chain Pingo Doce towards a single source supply arrangement is an indication of how resource adaptation has enabled a new way of relating to one another.  
This development is not something that has just happened.  It has arisen from the way the companies have adapted their resources from previous interaction.  The consequences of adapting resources in a particular way can be understood from the concern expressed by Intermarché and Fjordlaks about the new low water content regulation because they produce and use a product with higher water content.  The presence of Norwegian suppliers is significant and the interaction between them and their Portuguese counterparts dominates this picture of seafood actor interaction.
  
NSEC’s visibility relates directly to the importance of Norwegian actors.  Due to the close interaction between Jangaard and Pingo Doce, the organisation saw that the supermarket chain could be an important joint marketing partner.  After many months of getting to know one another, joint marketing activities were embarked upon.  Initial efforts have given way to more sophisticated initiatives, as well as enabling NSEC to work with Feira Nova.  This gives NSEC access to approximately 23% of the total volume of bacalhau consumed in Portugal each year.  Based on data presented earlier, this is a substantial part of the total bacalhau production.  NSEC’s involvement in the network in this way is a more elaborate form of marketing than that which was depicted in the UK, which befits a goal of influencing interaction in a network.  If the interaction between Jangaard and Pingo Doce had not been important, the interaction between NSEC and Pingo Doce would not have materialised – or at least not in the way that it has.  Neither party would have been interested in embarking on joint marketing activities because there would have been no economic incentive to work together.

Relating what has been said to the interaction development model it is possible to present this interaction as being more characteristic of ‘close cooperation’, which enables marketing initiatives to be tailored specifically to Pingo Doce’s and Feira Nova’s activities.  The association between NSEC and the bacalhau that Pingo Doce sells means that customers are assured of buying Norwegian bacalhau and this is an important distinction the Portuguese make.  
NSEC’s design is a hindrance to this type of marketing.  It is designed to support all Norwegian exporters and yet, in this scenario, Jangaard is seen to be the main beneficiary of the marketing.  This requires NSEC to spend time defending its course of action.  Yet to concentrate solely on types of ‘blanket coverage’ marketing would be to remain on the periphery of the network.  As pointed out above, activities aimed at these narrow types of interaction are unlikely to affect the important interaction where large quantities of Norwegian seafood are being exchanged.  Thus, NSEC is responding to indirect effects that arise from the interaction between seafood actors by being more involved in the network.  NSEC’s involvement in this way will limit its interaction with other large actors.  However, this is a feature of interaction in a network, where the commitment of resources in one area means other opportunities may be more or less accessible.
Figure 9.3 illustrates NSEC’s involvement in Portugal.  Its relationship with Jangaard may not be that close because it is founded primarily on the mandated funding arrangement, but it does exist nonetheless.  The interaction between NSEC and Pingo Doce will create change in resources.  The indirect effects of this interaction will affect what is happening between Pingo Doce and Jangaard, as well as presenting NSEC and Pingo Doce with opportunities to work more closely together.  Similarly, the interaction between Pingo Doce and Jangaard will indirectly affect what goes on between NSEC and Pingo Doce.  This triangle of actors is a typical network picture.  Thus, despite NSEC’s design it behaves as a network actor in response to indirect interaction effects.
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Figure 9.3: NSEC’s involvement in the network

9.3
Chile – NSEC is between networks
Next to Norway, Chile is the second largest producer of farmed salmon.  This situation has come about from the interaction between salmon farmers and their Japanese and US customers.  Chile is not close to either of these customer bases, but it is the way resources have been adapted through ‘close cooperation’ that makes it viable for two thirds of all Japan’s salmon and almost 50% of all the US’s salmon to be supplied by the country’s producers.  While Chile offers suitable breeding conditions and a low cost labour force, both of which have been catalysts to the development of salmon farming, it is this wide-reaching type of interaction that has shaped the structure of the network and led to Chile becoming a leading salmon producing country.  
In addition to ‘close cooperation’, the actor development interaction model identifies interactions characteristic of ‘buying & selling’.  Examples of this type of interaction can be seen to take place between salmon farmers and European customers.  Managers express a desire to develop these customers but resources have been adapted towards a few large Japanese and US customers to increase effectiveness within the dyad.  This means opportunities to grow these customers are limited and this is why they remain indicative of narrow interactions.  Compounding this feature, however, is the interaction taking place between salmon producers in Norway and their counterparts.  The indirect effects of this interaction affect what can be done in Chile.  Supply to Europe, therefore, is also hindered due to the way Norwegian exporters interact with their European customers.  
The presence of many Norwegian-owned actors is a special feature of the farmed salmon in Chile network.  Two of the largest Norwegian salmon farmers, which are also two of the world’s largest salmon farmers, have operations in Chile.  Important support suppliers such as feed, meal and vaccine producers are also Norwegian.  This indicates that the networks are not isolated from each other.
  The presence of Norwegian actors in Chile has come about from indirect actor interaction effects.
  Yet NSEC is not involved in this network.  This is because NSEC’s design views salmon producers in Chile to be in competition with Norwegian exporters.  However, NSEC’s absence from the network does not protect it from the indirect effects of important seafood actor interaction.  This places the organisation between networks. 
For example, if production in Chile was hindered for some reason, Norwegian salmon farmers would endeavour to meet customers’ needs by looking to their other production units around the world.  This would boost production in Norway and give the appearance of increased customer demand from, for example, North America.  In keeping with its design, NSEC has to respond to the indirect effect by sending out a message about increased salmon exports to the US.  As resources need to be adapted to enable such a change, the redirection of supply may affect supplies to important European customers.  This could lead to negative reports in the media which NSEC would have to handle.  The organisation’s resources have to be redirected towards issues that have come about from the indirect interaction between actors that its design ignores.  These marketing initiatives relate to the narrow ‘buying & selling’ type of interaction, which means they will not affect important seafood actor interaction.  The problem has to be solved by the involved actors.  However, to be implemented, they still require resources and may impact other planned activities.  These issues have budget implications which cannot easily be addressed from the position of being between networks.   
By being between networks, NSEC may experience role-changing effects.  As figure 9.4 shows, the organisation is affected by indirect actor interaction effects coming from different networks.  This makes already difficult to anticipate effects more complicated, especially because NSEC is only involved in one of the networks.  As has already been established, the effect that wide-reaching interaction has on resources prohibits the simple transfer of supply from one processing unit to another.  A US customer, such as Walmart, receives most of its salmon from Marine Harvest and Mainstream.  Walmart cannot just switch to another supplier because the volumes of salmon exchanged between these actors are substantial.  Resources have been adapted to enhance the exchange of these goods.  Therefore, finding a supplier to replace these amounts will take a long time.  The retailer has to adapt to this variable supply and both the suppliers and the customer work together to solve the problem.  One solution is, as indicated above, for the salmon producers to look to their operations in Norway.  Should the situation continue, where greater amounts of salmon are exchanged between Norwegian exporters and US customers, NSEC will be compelled to respond to these indirect interaction effects and, thus, become involved in the US network.  
Another effect relates to joint ventures NSEC has with European customers.  For example, interaction between NSEC and a European customer will suffer if the Norwegian exporter cannot meet agreed supply due to production being redirected to a US customer.  As evidenced in the UK case, inconsistent supply eventually leads large customers to work more closely with other suppliers.  If this were to happen, NSEC’s involvement in the network would be affected and, assuming no replacement, it would result in the organisation being forced onto the periphery of the network.  

These examples show that NSEC has to respond to considerable indirect effects when it is between networks.  This is because they stem from the interaction between seafood actors that is characteristic of ‘close cooperation’ and this is why this situation is more complex than what is seen in the other settings.  Even if NSEC was to become involved in the US network, its design does not permit it to be involved in Chile and thus the organisation remains between networks.  
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Figure 9.4: NSEC between networks
In the final chapter, the complexity of actor interaction is addressed by reflecting first on the affect that complex interaction between seafood actors has on NSEC and then by considering the implications of the actor interaction development model.  This latter section permits for a more general discussion on the matter of complex actor interaction.
10. The complexity of actor interaction
The use of a research context defined by fish has shown that the IMP network approach is more than just suitable for studying business environments that can be perceived as being technically complex.  The study shows that complexity cannot be determined by looking at the product in isolation.  Technical complexity arises from actor interaction and this has been identified by relating types of interaction to changes that have been made to resources.
This study, therefore, presents a way seeing and studying the complexity of actor interaction.  The analysis has shown that the types of interaction specified in the analytical framework are defined by the direct interaction that takes place in the dyad.  The ‘real’ complexity derives from the indirect effects that occur at both the dyadic and network levels as a result of changes that have taken place in the resources.  These indirect effects cannot be predicted precisely because third party actors are compelled to adapt their resources in response to dyadic change.  The changes they make will give rise to the potential of yet further unanticipated development opportunities or other reasons to adapt (eg if a supplier is unable to adapt, it may not be able to fulfil its customer’s requirements and alternative measures have to be taken).  The features of the network, which come about through important actor interaction, are thus the outcome of indirect actor interaction effects and these are what NSEC has to respond to in order to carry out its task.

The chapter deals first with the way NSEC is affected by the complexity of seafood actor interaction.  Then the notion of interaction itself is addressed by relating the discussion to the actor interaction development model.

10.1
Trying to influence interaction in a network
The interactions between seafood actors have many similar characteristics, although the way in which resources have been adapted and combined gives rise to the different network features.  This means that the challenges that NSEC faces vary when considered in relation to each setting.  NSEC carries out different marketing activities based on what it can do in response to the indirect effects that occur from the interaction between seafood actors.  This has been seen in each of the three settings.
The UK is an important export market for Norway and yet NSEC is invisible.  The organisation continues to carry out typical PR and marketing type activities directed towards the end consumers (eg supermarket shoppers).  This seems in keeping with the organisation’s design but it does not explain why NSEC is not seen in the white fish in the UK case.  Use of the actor interaction development model helps one to see that wide-reaching interaction between the supermarkets and the secondary processors (focal dyad) has meant that suppliers of fish have had to adapt accordingly.  This is something that the Icelandic exporters have been able to do but many Norwegian exporters have not been able to adapt accordingly.  This has resulted in Norwegian suppliers becoming less important and the interaction between them and their secondary processor customers is characterised by the ‘buying & selling’ type of interaction.  This loss of standing in the network means NSEC is unable to become involved in the network.   However, the UK is an important export market and thus NSEC’s design compels it to undertake marketing activities, even though they can only be directed towards interaction on the periphery of the network.  
The opposite is seen in the Portugal bacalhau network.  In this network Norwegian actors are very important.  The ‘close cooperation’ between them and their counterparts enables NSEC to be involved in the network.  A number of important interactions are identified from the analysis but NSEC has chosen to work with the supermarket chain, Pingo Doce.  The opportunity for joint marketing initiatives has come about from the indirect effect of the interaction between Pingo Doce and Jangaard.  NSEC pursued this particular arrangement because Jangaard produces a product which is keeping NSEC’s own perception of what constitutes ‘Norwegian Bacalhau’.  The interaction between NSEC and Pingo Doce is more in keeping with that characterised by ‘close cooperation’ and thus the organisation’s involvement in the network means it is better placed
 to exert influence and achieve its goal in a network.  However, by directing marketing activities towards interaction which is defined in large part by the products of just one Norwegian actor, NSEC contravenes its design.  The other Norwegian exporters question why they are contributing to marketing that benefits one main actor.  Therefore, when NSEC responds to these kinds of indirect interaction effects and is involved in the network, it is penalised.  
Despite the presence of important Norwegian actors in Chile, NSEC is not involved in this network.  This is due to NSEC’s design and this places the organisation between networks.  In the example taken, the US network is also included and this means NSEC is profoundly affected by myriad indirect interaction effects.  Responding to certain indirect interaction effects requires a reactive ‘buying & selling’ type of marketing and these may detract from activities which are better suited to influencing important interaction.  A question regarding use of the marketing budget arises but further research would need to be undertaken to access this more fully.  More crucially, NSEC may find that its role changes due to the indirect actor interaction effects it has to respond to.  The organisation may become involved in another network or it may be prevented from continuing to be involved in a network.  The indirect effects are substantial because the interaction between the involved seafood actors is characteristic of ‘close cooperation’.
Each of these situations shows that the interaction between seafood actors affects what NSEC can do.  In particular, it is the difficult to determine indirect actor interaction effects to which the organisation must respond.  This is in keeping with the actor interaction model that indicates that third party actors are affected by the changes that important dyads make to their resources.  Actor interaction is therefore significantly ‘thicker’ or more complex than the assumptions of mainstream marketing models.  NSEC’s design directs it towards marketing activities that are more in keeping with interaction characteristic of ‘buying & selling.  However, such marketing activities are undertaken in response to the indirect effects that stem from the interaction between important seafood actors.  When the indirect effects of seafood actor interaction enable NSEC to be more involved in the network, it is better placed to influence interaction in a network.  This is not presumed to make the task easier and it is complicated further by other exporters questioning the use of funds to which they have contributed.  The inclusion of Chile and the seafood actor interaction therein shows further challenges when NSEC is not involved in a network and where the important interaction is characterised by ‘close cooperation’.  Such indirect effects can result in NSEC altering its role by either becoming involved in a new network or becoming less involved in another.  Exposing the complexity of seafood actor interaction and examining NSEC in a network has identified some of the challenges that the organisation faces when it attempts to meet its goal and influence important business exchange.
10.2
The actor interaction development model 
The actor interaction development model is a framework that can be used to identify and consider the interaction that takes place between actors.  The distinction between direct and indirect actor interaction effects may be seen to be a specific contribution of the study.  While the model itself will need further work to assess applicability, which will doubtless entail modification, its arrival extends understanding of how interaction in the IMP tradition can be studied.  Thus, the way interaction has been described, discussed and understood is considered to be a noteworthy addition to existing IMP research.  

A main difference between this work and that which has gone before (eg Halinen et al, 1999; Brennan and Turnbull, 2002; Ford and Ritter, 2004) has been the emphasis on interaction and not interaction in a relationship.
  By assuming that in order for interaction to comprise substance a business relationship must be in place, it was possible to control for the concept while continuing to recognise its importance.  This stance has been inspired and enabled by the resource interaction model (eg Håkansson and Waluszewski, 2002; Baraldi and Strömsten, 2006; Waluszewski, 2009) and the business exchange activity systems model (Håkansson and Prenkert, 2004).  Bringing these works together has helped to explicate actor interaction.  The inclusion of two new categories may be more or less useful for the resource interaction model itself, given that related studies tend to focus on well established interaction between actors (see Håkansson and Waluszewski, 2007).  The emphasis on social interaction, eg ‘light cooperation’, which is not well developed in the resource interaction model, is something that should be considered in future studies.  
Types of actor interaction are reflected in and thus understood through resource adaptation.  Underpinning this notion is that for direct resource adaptation to occur a business relationship must be in existence.  This is why, in table 8.3 and figure 8.1, ‘pure exchange’ does not have an effect at the dyadic level but it does have an indirect effect at the network level.  Change, therefore, affects business relationships and this has indirect implications for both the dyad and third parties.  Crucially, however, the specification is on seeing the outcome of interaction in the way resources have been adapted.  Thus, instead of speaking in general terms of change – eg ‘As relationships are connected, change in the substance of a relationship may affect other relationships and thus companies other than the two involved’ (Håkansson and Snehota, 1995:39) – the model categorises and explicates change in networks.  This is why it can be said that interaction comprises substance and it is the interaction between actors that gives rise to relationship form, a company’s identity or its position in a network.  

Unusual for the IMP Group, this model makes room for the consideration of interaction which does not affect resources.  While this may have been prompted by having a commodity as the focal product, its inclusion is helpful for two reasons.  First, it forces explicit recognition of this type of interaction and enables one to see how it fits into the IMP network view and second, it helps if one wants to consider how certain interaction begins.  This stems from the observation that even interactions characterised by ‘pure exchange’ have the capacity to create indirect network effects.  Noting that these types of interactions can be identified in empirical contexts and are quite common helps one to see why marketing models based on neoclassical assumptions continue to be used.  However, these transactions are governed by and take place in the structure that has come about from the ‘thicker’, wide-reaching interaction that occurs between large important actors.  This was especially highlighted in discussion about Grimsby Fish Market.  

Interaction between large actors has been instrumental in being able to see how network change comes about.  While it would surely be possible to see that important interaction between two small companies would affect their resources and that this would have a knock-on effect amongst other closely related, small business entities (such as a net), this interaction in itself is seen to be coloured or affected by the interaction taking place between the large business enterprises that reside in the same network.  This means that while network effects can still be studied in nets or ‘closed networks’, unless the companies involved contribute to a significant percentage of the business exchange in the wider network, the findings are confined to the net.  This shaping effect that the interaction between large actors has on the network structure supports similar findings in Anderson et al (1998).
The framework for understanding the complexity of actor interaction is called the actor interaction development model.  It specifies the interplay between direct and indirect effects, which is the link between change in the dyad and change at the network level.  This fits well with the notion that networks are in a continual state of flux (eg Håkansson and Johanson, 1992; Anderson et al, 1998) because one is able to see where actors work together to bring about deliberate (direct) change and where this change has effected indirect change.  
It is not assumed that interaction between two actors will develop to the level of complexity characterised by the ‘networking’ category, or even to the next type of interaction ‘up’ from the one is already in place.  This reflects the fact that not all suppliers or customers are important and that not all business relationships need to comprise complex forms of interaction.  It also takes into account that even when resources change in the dyad, there may be other influencing factors that prevent further more complex interaction.  However, where direct interaction effects bring about change in the dyad, change in the network follows.  
Critically, the model makes a special distinction between dyadic effects (direct and indirect) and those that occur at the network level (deliberate/direct use of indirect effects).  The effects that the wide-reaching interaction characteristic of ‘close cooperation’ and ‘networking’ have on the network may resemble each other but how they come about is quite different.
  Being able to identify a network effect as direct or indirect can have a significant bearing on future IMP network studies.  
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Appendix 1.

NewMark Data Collection 2005/06 Interview Guide

PARTS:
1. BUSINESS UNIT

2. CUSTOMER SECTION

3. SUPPLIER SECTION

1. BUSINESS UNIT SECTION

1. General:

a) Name……………………………

b) Address……………………………

c) Background- established -year………………….

Established as………………………………………….



Part of …………………………………………….

d) Ownership – independent domestic company

Division within national company/group

Production unit within national group/company

Division within international group

Other specify……………………….. 

2. Personnel
a) total number…………………………………



b) number of blue collar workers……………

c) number of engineers ………………………..

3. Finance
a) turnover for unit…….     Group…………

b) total assets (for unit)……………

c) investments during last five years (per year)………..

d) profit (during last two years) ………………….

e) growth (during last two years) ………….

f) own capital……………………………………..

Five largest shareholders account for (of total shares)………%

4. Production
a) type of production (short description)………

b) type of production planning – share of customer order planning ………….

c) main products and their share of turnover 


1…………2………….3…………..

d) investments (in man years) in development

-
in new products………………….

-
in developing processes………..

-
technology heaviness

-
sales price per kilo……………….

-
software share of sales prices……….% 

5. Industry
a) specific regulations influencing the company

b) history/special features of the “network” the company is working in

c) importance of parallel units (competitors, sister companies etc)

d) specific partners (of parallel units)

2. CUSTOMER SECTION
Data Collection Interview Guide (Customer side)











	Area of Inquiry
	Company 1
	Company 2
	Company 3
	Company 4
	Company 5

	1. 

General info
	1. Name & 

    Nationality
	
	
	
	
	

	
	2. Volume/value/rank (tonnes or kr p.a. or no.)

     & Change in rank (from no. – to no.)
	
	
	
	
	

	
	3. Customer since (year/no. of years)
	
	
	
	
	

	

	2. 

Product/

Resource
	1. Type
	
	
	
	
	

	
	2. Type supplied to next level
	
	
	
	
	

	
	4. Why sell to this customer?
	
	
	
	
	

	
	5. Importance to customer
	
	
	
	
	

	

	3.

Contact
	1. In the other organization
	
	
	
	
	

	
	2. Importance of contact person
	
	
	
	
	

	
	3. With end users
	
	
	
	
	

	

	4.

Technological         Development
	1. Adaptation to customers’ technology
	
	
	
	
	

	
	2. Customers’ adaptation to your technology
	
	
	
	
	

	
	3. Joint development efforts
	
	
	
	
	

	
	4. Adaptation to end users using technology
	
	
	
	
	

	

	5. Relationship
	1. This customers’ main problems/concerns/complaints with you as a supplier
	
	
	
	
	

	
	2. Level of quality of and complaints on products delivered to this customer
	
	
	
	
	

	
	3. Your main problems/concerns with this customer
	
	
	
	
	

	
	4. Information exchange with this customer
	
	
	
	
	

	

	6. 

Industry
	1. Trade associations’ and other NGO’s roles for this customer
	
	
	
	
	

	
	2. Trade associations’ and other NGO’s roles for end users
	
	
	
	
	

	
	3. Special regulations in relation to this customer
	
	
	
	
	

	
	4. Special regulations in relation to end users
	
	
	
	
	


Customer areas only are market grey. Common areas are unmarked.

Example questions customer section

Grey shaded areas pertain to the customer side only. Areas common to both customer side and supplier side are unmarked.

We must explain to the informant that we by “end-user” and “consumer” refer to private people consuming the final/end product.  And that we by ‘end-product’ mean the product as it is sold to the consumer.

Section 1: General Information

1:2. 

· How many of the current top 5 customers were among your top 5 customers:

-1 year ago?

-3 years ago?

-5 years ago?

· Why has this changed / remained stable?

Section 2: Product:

2:1. 

· Could you please describe the products/resources you supply to this customer?

· How are they using this (these) product(s)?

· Are any of your products adapted to the equipment or production facilities used by this customer?

· How?

· On whose initiative?

2:2.
· What are the products that your customer supplies to their customers?
· Who are “the typical/ average” user of the final product?  [E.g., active, health freak, educated, lazy, gourmet, age, sex, family situation, social class…]
· Which skills and activities are needed from the consumer to use the final product?
· How do the consumer use the final product?
(2:3. Supplier side questions. Omitted here.)

2:4. 

· Why do you sell your products to this customer?

· Is the customer a “good” customer?

· Do you learn anything from selling to this customer?

2:5. 

· What is the importance of your products to the customer?

· Are your products critical in the customers’ production process?

Section 3: Contact:


3:1. 

· Concerning this customer, with whom (individuals, departments etc) do you have contact?

· How often?

3:2. 

· How important is the purchasing agent that you deal with at the customer?

· Would you follow this person if he/she left for a competing supplier?

· What type of contract(s) do you have with this customer?

· Partnership/Strategic agreement/Long-term contract/Short-term contract/spot?

· Time period?

· What elements would be fixed in the contract period? (Volume, price, etc…)

Who decides/has the most impact on the type of contract? (You/Customer/Other?)

3:3. 

· Do you have any contacts with end-users (consumers)?
· How?  For example, participating in performing market research?
· Direct or indirect contact?  Co-operating with anyone in doing this?
· How often?
Section 4: Technological Development:

4:1 

· Have you made special adaptations to your products to accommodate requirements from this customer?

· How? In what way? Which adaptations?

· On whose initiative? [Any actor in the industrial network can be mentioned here, including consumers.]
· Are any earlier adaptations to your products restricting new solutions to technological problems of this customer?

· How? In what way? Which adaptations?

· Have you made special adaptations in your production facilities to suit any of the customer’s facilities?

· How are these adaptations made?

· On whose initiative? 

· Are there certain parts of your facilities that are adapted or all of it?

· Are any earlier adaptations in your facilities restricting new solutions to technological problems of this customer?

· How? In what way? Which adaptations?

4:2. 

· Have this customer made special adaptations to its products to accommodate requirements from you?

· How? In what way? Which adaptations?

· On whose initiative? 

· Are any earlier adaptations in this customer’s products restricting new solutions to its technological problems?

· How? In what way? Which adaptations?

· Have this customer made special adaptations in its production facilities to suit any of your facilities?

· How are these adaptations made?

· On whose initiative?

· Are any earlier adaptations in this customer’s facilities restricting new solutions to its technological problems?

· How? In what way? Which adaptations?

4:3. 

· Have you had any joint development projects with this customer? – Describe!

· Are you carrying out any product development with this customer? – Describe!

· Have there been any special problems that you have solved together earlier (or currently) – Describe!

4:4. 

· Have you made special adaptations in your production facilities to suit end-user’s demands?  

· If yes, would it be towards existing consumers, or to enter a new segment of the consumer market?
· How are these adaptations made?
· On whose initiative?  Why?
· What equipment do the consumer need to use the final product?  [Stove, micro, fridge, food-processor, freezer, special pots and pans, …etc.]
Section 5: Relationship

5:1. 

· What are the main concerns that this customer expresses?

· What are the main problems that this customer has?

· What is the current “headache”?

· What are this customer’s usual complaints?

· What do you think this customer finds most demanding about you as a supplier? 

· Why?

5:2. 

· How many complaints on products delivered have you got from this customer? Per month, year, ever?

· What was the reason for the last complaint? 

· What was the outcome/how was the problem resolved? 

· Were you happy about the way it was resolved?

· Was it costly?

5:3. 

· What are your problems in relation to this customer?

· What is costly?

· What draws heavily upon your resources? (For example staff, financial, knowledge, competence etc.)

5:4. 

· What kind of information exchange do you have with this customer?

· How often is information exchanged?

· Between whom? Departments, individuals, business units, etc…)

· To what extent do you share information with this customer about:

· Market conditions?

· Changes in industry?

· To what extent does your customer function as an important source of information? If so: What type of information? Has this changed over the last 3 years?

Are any of your customers important in terms of influencing other actors? If so: In what ways?

· Do you feel that you have the information you need?

· Do you use any IT-support for exchange of information?

Section 6: Industry

6:1. 

· What role does industry trade associations play for you in relation to this customer?

· Have you ever used the services of such agencies in relation to this customer?

6:2.
· What role does industry trade associations play for you in relation to end-users (consumers)?
· Have you ever used the services of such agencies in relation to end-users (consumers)?
6:3. 

· What industry regulations affect you in relation to this customer?

· What national government regulations affect you in relation to this customer?

· Is there any non-governmental organization (NGO)-regulations that affects you in relation to this customer?

· Which? How?

· How do you handle it?

6:4. 

· What industry regulations affect you in relation to end-users (consumers)?
· What national government regulations affect you in relation to end-users (consumers)?
· Is there any non-governmental organization (NGO)-regulations that affects you in relation to end-users (consumers)?
· Which? How?
· How do you handle it?
3. SUPPLIER SECTION
Data Collection Interview Guide (supplier side)












Supplier areas only are marked grey. Common areas are unmarked.

	Area of Inquiry
	Company 1
	Company 2
	Company 3
	Company 4
	Company 5

	1. 

General info
	1. Name & 

    Nationality
	
	
	
	
	

	
	2. Volume/value/rank (tonnes or kr p.a. or no.)

     & Change in rank (from no. – to no.)
	
	
	
	
	

	
	3. Supplier since (year/no of years)
	
	
	
	
	

	

	2. 

Product/

Resource
	1. Type
	
	
	
	
	

	
	3. Type purchased from earlier level
	
	
	
	
	

	
	4. Why buy from this supplier?
	
	
	
	
	

	
	5. Importance to supplier
	
	
	
	
	

	

	3.

Contact
	1. In the supplier organization
	
	
	
	
	

	
	2. Importance of contact person
	
	
	
	
	

	

	4.

Technological         Development
	1. Adaptation to suppliers’ technology
	
	
	
	
	

	
	2. Suppliers’ adaptation to your technology
	
	
	
	
	

	
	3. Joint development efforts
	
	
	
	
	

	

	5. Relationship
	1. This suppliers’ main problems/concerns/complaints with you as a customer
	
	
	
	
	

	
	2. Level of quality of and complaints on products delivered from this supplier
	
	
	
	
	

	
	3. Your main problems/concerns with this supplier
	
	
	
	
	

	
	4. Information exchange with this supplier
	
	
	
	
	

	

	6. 

Industry
	1. Trade associations’ and other NGO’s roles for this supplier
	
	
	
	
	

	
	3. Special regulations in relation to this supplier
	
	
	
	
	

	
	5. Regulatory impact on supplier structure and concentration
	
	
	
	
	

	
	6. Regulatory impact on your relationship with this supplier
	
	
	
	
	

	
	7. Regulatory impact on sourcing strategy
	
	
	
	
	


Example questions supplier section
Grey shaded areas pertain to the supplier side only. Areas common to both customer side and supplier side are unmarked.
Section 1: General Information

1:2. 

· How many of the current top 5 suppliers were among your top 5 suppliers:

· 1 year ago?

· 3 years ago?

· 5 years ago?

· Why has this changed / remained stable?

Section 2: Product:

2:1. 

· Could you please describe the product/resources this supplier delivers to you?

· How are you using this (these) product(s)?

· Are any of these products adapted to the equipment or production facilities you use?

· How?

· On whose initiative? 

(2:2. Customer side questions. Omitted here.)

2:3. 

· What kind of products/resources is your supplier buying from its suppliers?
· In what way does the nature and character of the products supplied to your supplier affect you in your production?
2:4. 

· Why do you buy products from this supplier?

· Is the supplier a “good” supplier?

· Do you learn anything from buying from this supplier?

2:5. 

· What is the importance of your products to the customer?

· Are the products you buy from this supplier critical in your production process?

· How much of the total output of these resources from this supplier do you purchase?

Section 3: Contact and contract
3:1. 

· Concerning this supplier, with whom (individuals, departments etc) do you have contact?

· How often?

3:2. 

· How important is the salesperson you deal with at the supplier?

· Would you follow this person if he/she left for a competing supplier?

· What type of contract(s) do you have with this supplier?

· Partnership/Strategic agreement/Long-term contract/Short-term contract/spot?

· Time period?

· What elements would be fixed in the contract period? (Volume, price…)

· Who decides/has the most impact on the type of contract? (You/Supplier/Other?)

Section 4: Technological Development

4:1. 
· Have you made special adaptations to your products to accommodate requirements from this supplier?

· How? In what way? Which adaptations?

· On whose initiative? [Any actor in the industrial network can be mentioned here, including consumers.]
· Are any earlier adaptations to your products restricting new solutions to technological problems of this supplier?

· How? In what way? Which adaptations?

· Have you made special adaptations in your production facilities to suit any of the supplier’s facilities?

· How are these adaptations made?

· On whose initiative? 

· Are there certain parts of your facilities that are adapted or all of it?

· Are any earlier adaptations in your facilities restricting new solutions to technological problems of this supplier?

· How? In what way? Which adaptations?

4:2. 

· Have this supplier made special adaptations to its products to accommodate requirements from you?

· How? In what way? Which adaptations?

· On whose initiative? 

· Are any earlier adaptations in the supplier’s products restricting new solutions to its technological problems?

· How? In what way? Which adaptations?

· Have this supplier made special adaptations in its production facilities to suit any of your facilities? (Production / Logistics etc.)?

· How are these adaptations made?

· On whose initiative?

· Are any earlier adaptations in this supplier’s facilities restricting new solutions to its technological problems?

· How? In what way? Which adaptations?

4:3. 

· Have you had any joint development projects with this customer? – Describe!

· Are you carrying out any product development with this customer? – Describe!

· Have there been any special problems that you have solved together earlier (or currently) – Describe!

(4:4. Customer side questions. Omitted here.) 

Section 5: Relationship

5:1. 

· What are the main concerns that this supplier expresses?

· What are the main problems that this supplier has?

· What is its current “headache”? 

· What are this supplier’s usual complaints?

· What do you think this supplier finds most demanding about you as a customer? 

· Why?

5:2. 

· How often have you had reason to complain to this supplier? Per month, year, ever?

· What was the reason for your last complaint to this supplier? 

· What was the outcome/how was the problem resolved? 

· Were you happy about the way it was resolved?

· Was it costly?

5:3. 

· What are your problems in relation to this customer?

· What is costly?

· What draws heavily upon your resources? (For example staff, financial, knowledge, competence etc.)

5:4. 

· What kind of information exchange do you have with this supplier?

· How often is information exchanged?

· Between whom? Departments, individuals, business units, etc…)

· To what extent do you share information with this supplier about:

· Market conditions?

· Changes in industry?

· To what extent does your suppliers function as an important source of information? If so: What type of information? Has this changed over the last 3 years?

· Are any of your suppliers important in terms of influencing other actors? If so: In what ways?

· Do you feel that you have the information you need?

· Do you use any IT-support for exchange of information?

Section 6: Industry

6:1. 

· What role does industry trade associations play for you in relation to this supplier?
· Have you ever used the services of such agencies in relation to this customer?
(6:2. Customer side questions. Omitted here.)

6:3. 

· What industry regulations affect you in relation to this supplier?

· What national government regulations affect you in relation to this supplier?

· Is there any non-governmental organization (NGO)-regulations that affects you in relation to this supplier?

· Which? How?

· How do you handle it?

· Had industry regulations an impact on your choice of this supplier of its resources/products?

· If so, why and in what way?

(6:4. Customer side questions. Omitted here.)

6:5. 

· Does industry regulations have an impact on the number of suppliers of the products/resources this supplier supplies you with?
6:6. 

· Does industry regulations have an impact on how you relate to this supplier?
· Does industry regulations have an impact on the possibilities of developing the relationship with this suppliers?
6:7. 

· Does the impact of regulations differ between supplier countries of origin, type of product etc.?
· How many other suppliers do you have of the most important resource you buy from this supplier? (None, one, some, many)
· How many of your competitors buy from the same suppliers as you?
Appendix 2 – interviews undertaken in the UK

	No.
	Actor name
	Actor type
	Interviewee position
	Date
	Interviewers

	
	
	
	
	
	

	1
	Grimsby Fish Market
	Fish market
	Administration manager
	18.4.2005
	All researchers

	2
	Grimsby Fish Market
	Fish market
	Chief executive officer
	18.4.2005
	All researchers

	3
	Polarfrost Seafood Ltd
	Importer/distributor
	Director
	18.4.2005
	Fougner/Raabe

	4
	Norway Seafoods
	Supplier
	Managing director
	18.4.2005
	Haugnes

	5
	National Federation of Fish Fryers
	Industry body
	Chief executive officer
	18.4.2005
	Cantillon/Følgesvold

	6
	SIF Iceland Seafood UK
	Importer
	Managing director
	19.4.2005
	Følgesvold/Prenkert

	7
	N.E. Lincs. Economic Development Council
	Governmental body
	Economic development officer
	19.4.2005
	Cantillon/Haugnes

	8
	Steels Cornerhouse Restaurant
	Fish and chip shop
	Managing director
	19.4.2005
	Haughnes

	9
	Harry Briggs Fish Merchants
	Merchant
	Director
	19.4.2005
	Fougner/Raabe

	10
	Grimsby Fish Merchants Association
	Industry body
	Chief executive body
	19.4.2005
	Fougner/Prenkert

	11
	Lyons Seafoods
	Secondary processor
	Purchasing controller
	19.4.2005
	Ford/Håkansson

	12
	Lyons Seafoods
	Secondary processor
	Purchasing manager
	19.4.2005
	Ford/Håkansson

	13
	JBA Fish Sales
	Agent
	Director
	20.4.2005
	Fougner/Følgesvold

	14
	Superior Seafoods
	Secondary processor
	Director
	20.4.2005
	Haugnes

	15
	Young’s Bluecrest
	Secondary processor
	Procurement manager
	20.4.2005
	Følgesvold

	16
	Seafish 
	Industry body
	Market development manager
	20.4.2005
	Cantillon/Prenkert

	17
	Unique Seafood
	Wholesaler/distributor
	Director
	21.4.2005
	Følgesvold/Prenkert

	18
	Young’s Seafoods
	Secondary processor
	Head of purchasing
	21.4.2005
	Cantillon/Håkansson

	19
	Kirwin Brothers
	Primary processor
	Director
	21.4.2005
	Fougner/Haugnes

	20
	Birds Eye Walls
	Secondary processor
	Procurement manager
	22.4.2005
	Cantillon/Håkansson


Appendix 2 - Interviews undertaken in Portugal
	
	Actor name
	Actor type
	Interviewee position
	Date
	Interviewers

	
	
	
	
	
	

	1
	Kåre Salen Lda
	Agent/importer
	Owner
	05.10.2005
	Prenkert

	2
	Casa Oriental
	Bacalhau store
	Bacalhau buyer
	06.10.2005
	Haugnes

	3
	Confetaria de Bachalao
	Bacalhau store
	Owner
	06.10.2005
	Haugnes

	4
	EFF 1
	Quango
	Representative
	06.10.2005
	Cantillon/ Håkansson

	5
	Imporvenda
	Wholesaler/processor
	Head of production
	06.10.2005
	Prenkert

	6
	Sonae 1
	Supermarket
	Marketing director
	06.10.2005
	Haugnes

	7
	Jeronimo Martins, 

Pingo Doce
	Supermarket
	Marketing director
	07.10.2005
	Cantillon/ Følgesvold

	8
	Grupe Rui Costa
	Wholesaler/processor
	Marketing director
	07.10.2005
	Haugnes

	9
	Cachide & Roldao Lda
	Sales company
	Quality control manager
	10.10.2005
	Prenkert/Raabe

	10
	EFF 2
	Quango
	Representative
	10.10.2005
	Cantillon

	11
	Groupexie
	Processor
	Owner/deputy managing director
	10.10.2005
	Følgesvold/ Haugnes

	12
	Intermarché
	Supermarket
	Commercial director
	10.10.2005
	Håkansson

	13
	Maibac
	Agent/importer
	Owner
	10.10.2005
	Prenkert/Raabe

	14
	Redemar
	Processor
	Production manager
	10.10.2005
	Følgesvold/ Haugnes

	15
	Saner CNCB
	Wholesaler/processor
	General manager
	10.10.2005
	Prenkert

	16
	Altomar
	Importer/wholesaler
	Owner
	11.10.2005
	Håkansson

	17
	Carlos & Alves
	Processor
	Owner
	11.10.2005
	Cantillon

	18
	Jose Reis Lda
	Wholesaler/processor
	Owner
	11.10.2005
	Haugnes/Raabe

	19
	Pixies Internacional Lda
	Agent/Importer
	Owner
	11.10.2005
	Følgesvold/ Prenkert

	20
	Sonae 2 CDP
	Supermarket
	Bacalhau buyer
	12.10.2005
	Følgesvold/ Prenkert


Appendix 2 – interviews undertaken in Chile
	no.
	Actor name
	Actor type
	Interviewee position
	Date
	Interviewers

	
	
	
	
	
	

	1
	SalmonChile
	Trade association
	General manager
	04.01.2006
	Cantillon/Huemer

	2
	Mainstream A
	Salmon farmer
	Sales director
	04.01.2006
	Følgevold/Raabe

	3
	Mainstream B
	Salmon farmer
	Corporate development director
	04.01.2006
	Følgevold/Raabe

	4
	DSM
	Additives
	Sales manager
	04.01.2006
	Håkansson

	5
	DelFish
	Smoked salmon producer
	Sales manager
	04.01.2006
	Cantillon/Prenkert

	6
	Ewos
	Fish feed producer
	Technical manager
	05.01.2006
	Håkansson/Raabe

	7
	Lota Protein A
	Fish meal producer
	Sales manager
	05.01.2006
	Cantillon/Prenkert

	8
	Lota Protein B
	Fish meal producer
	Technical manager
	05.01.2006
	Cantillon/Prenkert

	9
	Salmones Multiexport
	Salmon farmer
	Sales director
	05.01.2006
	Følgevold/Raabe

	10
	SAAM
	Storage
	General manager
	06.01.2006
	Håkansson/Raabe

	11
	Pesquera Pacific Star
	Fish meal producer
	Sales and export director
	06.01.2006
	Følgesvold

	12
	Marine Harvest
	Salmon farmer
	Processing director
	06.01.2006
	Håkansson/Raabe

	13
	AquaTec
	Industry body
	General manager
	09.01.2006
	Cantillon/Haugnes

	14
	Granja Marina Tornagaleones (GMT)
	Salmon farmer (freshwater only)
	General manager
	09.01.2006
	Cantillon/Prenkert

	15
	Aqua Chile
	Salmon farmer
	Chief executive officer
	10.01.2006
	Haugnes/Prenkert

	16
	Trusal
	Salmon farmer
	General manager (owner)
	11.01.2006
	Cantillon/Håkansson

	17
	Novartis
	Pharmaceuticals
	Sales director
	11.01.2006
	Haugnes/Prenkert

	18
	Aislapol
	Polybox manufacturer
	Production manager
	11.01.2006
	Cantillon

	19
	Pharmac
	Pharmaceuticals
	Development manager
	11.01.2006
	Håkansson

	20
	Novartis
	Pharmaceuticals
	Sales director
	11.01.2006
	Prenkert


Exporters	Total bacalhau





Norway 	50-55% 


Iceland		15-25%


Russia		15-20% 


Alaska	2-3,000t 











� Generic marketing organisation refers to any organisation that represents a generic product such as grain, foods, drinks (eg wine regions), cheese, fish, and so on.  Examples include: Seafish (� HYPERLINK "http://www.seafish.org" �www.seafish.org�) – the UK equivalent of NSEC but with emphasis on marketing activities in the UK (whereas NSEC spends most of its budget on marketing activities in export countries); and Danish Agriculture and Food Council (www.agricultureandfood.dk).


� For a complete overview of what NSEC does go to �HYPERLINK "http://www.seafoodfromnorway.com"�www.seafoodfromnorway.com�.  More on NSEC can be found in the second chapter as well.  As far as possible, background data such as these are taken from sources which relate to the time the data collection activities were undertaken.


� Five main marketing groups: salmon and trout, white fish (eg cod, haddock), dried fish (eg bacalhau), pelagic (eg herring, mackerel), and prawns.  Each group comprises a number of people from each sector and is coordinated by an NSEC representative.  


�This is fish not a jumbo jet, or even a jet engine for that matter, where the technological complexity of key components leads one to imagine the involvement of many companies working closely together to bring about the completed good.  This perceived complexity is not easily evoked when one thinks of fish and this encourages the continued use of certain market exchange models to understand the interaction between seafood actors.  


� Farmed salmon in Chile is not an export market.  Its inclusion will become more obvious as the discussion continues.  However, suffice to say, that since this is a network study, export markets are not a prerequisite to being able to see how interaction affects an organisation like NSEC.


� Based on an exchange rate for October 2005, which was 7.8NOK to the Euro, www.xe.com


�This may be because these actors are peripheral to important business exchange between actors.


� For example, the UK’s Metrication Board which was disbanded in 1980 to reduce government spending but also because metric weights and measures had been in circulation for quite some time by 1980 (the organisation’s inception was in 1965) – source: wikipedia.org


� Defined as: “who decides about or provides the organisation with goals, tasks, budget, input variables such as labour and capital, output and/or outcome, prices of supplied goods or services and the production process” van Thiel, 2004:176.


� Although the acronym stems from the UK, it is not a peculiarly British phenomenon (Greve et al, 1999)


� Other acronyms that can also be used instead of quango, include NGOs: non-governmental organisations; EGOs: extra-governmental organisations; QAOs: quasi-autonomous organisations (see Greve et al, 1999)





� The author is also an advocate of neoinstitutional economics, so there is also acknowledgement of bounded rationality. 


� Reported in the online trade magazine, www.intrafish.com (3.11.08), the quango Seafish Authority, which provides domestic marketing and training services for seafood actors in Britain and which collects a levy on the import of fish into the country, is being sued by the British Seafood Group (concerned with food service) because Seafish was demanding £2million in unpaid levy on seafood imports. DEFRA, the ministry responsible for Seafish, is standing behind the quango and has said that it will intervene on the quango’s behalf should it have to pursue the payment of the levy through the courts.  This is on the basis that it is an act of parliament that these monies be paid.  The case shows the power behind the quango.


� The dashed line between market and politicians is to indicate that politicians are influenced by mainstream marketing models which are underpinned by neoclassical assumptions.


� It comprises substance; important resource adaptation is an outcome of actor interaction.


� The author acknowledges that the market view emphasises ‘action’ and not interaction – ie the supplier is active while the buyer is passive.  However, notwithstanding the IMP understanding that interaction is a substantial process, interaction can also mean a simple, isolated transaction or exchange process between two business entities, especially if one specifies that exchange and interaction are synonymous.


� Marshall used the term ceteris paribus to ‘ring fence’ short and long run factors, which meant they could be ignored or assumed constant.


� “The existence of other tendencies is not denied but their disturbing effect is neglected for a time” (Marshall, 1920:366).


� Israel Krizner is concerned with the Austrian school of economics and thus this is their view of price theory rather than that shared by neoclassical economists.


� The terms network structure and market structure appear throughout the study.  Although the discussions in this chapter express how these terms are understood, an overview can be found in Ford and Håkansson (2006a:255). 


�An important exception is developed by Håkansson and Prenkert, 2004, and this study’s analytical tool is based upon this work.


� ‘International Marketing and Purchasing of Industrial Goods: an interaction approach’


� ‘Developing Relationships in Business Networks’


� ‘Industrial Technological Development: a network approach’


� Whenever production is referred to in this manner it is used in a general sense and encompasses the creation and use of products and/or services (appears in Johanson and Mattsson, 1992).


� ‘Industrial Networks. A New View of Reality.’


�By this time, the IMP Group had been in existence for over 10 years and individuals working within the field or with related matters had been doing so for 20 years or more.


� Activity theory (eg Cole et al, 1997; Engeström, 1990; Engeström et al, 1999) is used to identify business exchange activity systems, each of which is based on a certain development logic.  This essentially means that the subject and the object of an activity are mediated by certain mechanisms which are used to manipulate the object. 


� An early version of the framework is set out in Cantillon and Håkansson (2009).


� An example would be the presence of the government implemented auction system in Norway, which ensures that fishermen get a minimum price for the fish they sell to processors.  


� The data had been collected from the dominant seafood actors, which accounted for a greater than 60% of the total exchanged volume of a particular raw material.  


� Plus secondary data has been used to provide a background context in which the primary data can be understood – more on this later


� These observations depend on where one is standing or what one’s viewpoint is.  The implication here is that if data, related to the same dataset, has been collected at a specific point in time this will impact choice of case design.  Therefore, the data one collects has a significant impact on design choice.


� Havila uses data collected over time for her cases


� Britain is the second largest market for Norwegian white fish (NSEC, 2005).


� In terms of the species, Portugal is the largest market for Norwegian bacalhau (NSEC, 2005)


�Secondary seafood processors are seafood manufacturers which add value to fish ie in the form of coated fish (eg fish fingers) or  ready meals (eg cod mornay, where fish is just one ingredient in a recipe dish which just needs to be reheated prior to consumption)


� Includes Tesco, ASDA, Sainsbury’s, Morrisons


� Value here is determined at the first point of sales exchange.


� As mentioned in footnote 2, fish and chip shops are included under food service.  Therefore, apart from this brief mention, they are not included in the main part of this discussion.


� ie plain fish or fish portions which have not undergone any transformation such as preserving, coating or as a meal ingredient


� The Co-operative supermarket chain bought Somerfield in July 2008 (�HYPERLINK "http://www.bbc.co.uk"�www.bbc.co.uk�, 16 July 2008); supermarkets are seen to be distinct from chains which have a convenience store format (eg Spar, Budgens) or the discounters, such as Lidl and Aldi.


� A grocery retail concept which means grocery items are categorised into distinct areas and treated as separate business units.


�Secondary processors supply a food service (hotel, restaurant, catering) customers as well, but this case study is about the interaction between secondary processors and their dominant supermarket customers. 


� Since the data collection, CapVest, the private equity firm and owner of Young’s Bluecrest, bought Findus (which also includes the UK concern - bought from Geir Frantzen in April 2009).  The two seafood processors operate under the umbrella organisation, The FoodVest Group.  The Group has an annual turnover of £1.1bn (�HYPERLINK "http://www.youngsseafood.co.uk"�www.youngsseafood.co.uk�, 2008). 


� Category management is a retailing concept which means that groceries are broken down into specific areas, such as chilled and frozen seafood, and then each part is treated as a business unit, with its own goals that need to be met.


� Unilever sold the Birds Eye part of its business to the private equity group, Premira Funds in 2006.


� The main white fish from China is cod, although this is not a native species to the waters around China. It is imported from countries such as Norway.


� For example, they are able to trace when and where the fish are caught; can manage quotas; and deliver consistently on both quality and quantity


� Birds Eye used to have a plant in the Humberside area, but this was closed during the mid-90s due to under production.


�NB: this table only covers the interaction indicated in the case.  M&S does not stock branded goods.  Blank categories do not necessarily mean that interaction is not taking place, it is just not specified in the data.


� As with the earlier figure (5.1) the countries refer to the exporters therein.  For example, Icelandic exporters or Norwegian exporters and the same for Canada, Russia, China and Faroe Islands.


�The size of arrows and circles are not to scale.  They provide an idea of how large the actors are and interactions covered in the case.  Wide arrows indicate important interaction (large volumes exchanged), while the line arrows indicate that interaction takes place around smaller volumes. (F&C – fish and chip shops)


� Apart from annual reports from the two largest grocery retailers, TNS Gallup market research (courtesy of NSEC) and a handful of Norwegian articles, little secondary data has been used.  Information about bacalhau whether in English, Norwegian or Portuguese has been hard to come by and this lack of documentation seems to reflect the relatively traditional and fragmented nature of the bacalhau trade in Portugal.


� Figures from Modelo and Pingo Doce taken from respective annual reports for 2005


�Lidl entered Portugal in 2005 and Carrefour sold (July 2007) its 12 hypermarket stores to Sonae Distribuição in order to concentrate on its chain of almost 300 hard discount stores. 


� Only deals with Pacific cod, which means this quantity is small indeed – ie whole weight


� The sub brand is also used in other countries where Norwegian bacalhau has a significant presence, such as The Dominican Republic (‘Bacalao Noruego’).


� Once cod has been frozen the tiny ice crystals which form during the freezing process mean that it is more difficult to dry – ie difficult to achieve the 47% maximum water content.  In addition, bacalhau made from fresh cod, using a longer drying process tends to be slightly yellower in colour and this is something that NSEC tries to convey when it communicates with the consumer.  Although about a third of all bacalhau is made in Norway and transported to Portugal as the finished product, NSEC wants to push the importance of the raw material and where it comes from.  This is because the Portuguese people believe that bacalhau is dried in Portugal.  The brand, Bacalhau da Noruega, denotes the consumers’ understanding that the best bacalhau is made from Norwegian cod, and not that it has necessarily been dried in Norway as well.  


�NB: this table only covers interactions in the case.  Blank categories do not necessarily mean that interaction is not taking place it is just not specified in the data.





� The size of arrows and circles are not to scale.  They provide an indication of the large actors and the importance of the interactions. Proc.=processor. Alto.=Altomar. G.exie=GroupExie. R.Alves=RiberAlves. C.Alves=Carlos Alves. Wide arrows=large exchange; line arrows=small exchange. 


�Regarding table 7.1, farmers producing more Atlantic salmon are oriented more towards the US where fresh fish is important, while those producing more trout and/or coho are more oriented towards Japan where frozen fish is important.  Also, when the case refers to ‘salmon’ it means all of the species considered here: Atlantic, trout and coho. 


� Based on the exchange rate given for 31 December 2006, which was NOK 6.2 (NOK=Norwegian kroner) to the US dollar (www.xe.com) 


� All tonnage in the table is based on whole fish equivalent (WFE); also figures from Marine Harvest and Mainstream (Cermaq) taken from respective 2006 annual reports; others based on primary data 


� Marine Harvest has interests in other countries, such as value added processing (VAP) plants.  Countries mentioned in table refer to farming interests, where VAP may also take place.


�There is a distinction between fish feed and fish meal production.  Fish feed is a pellet-based product which is fed to the salmon, while fish meal is a vital ingredient in fish feed.


� Skretting is Dutch-owned


� AquaChile and Alitec entered into a joint venture (Alitec Pargua) for the production of saltwater fish feed in July 2006 (Provimi Annual Report, 2006), which was post data collection activities.  The companies’ main business interests remain separate.  Provimi is a large French animal nutrition manufacturer, which owns Alitec.  Early in 2008, Provimi completed the sale of around 90% of it fish feed production interests (in Chile, Denmark and Spain) to Denmark’s BioMar.  The AquaChile/Alitec joint venture is included in the sale with an option for AquaChile to opt out should it wish to do so (Provimi.com, press release, 2008; thefishsite.com, February 2008).


� GMT also has a five year contract with Mainstream to supply a minimum of two million smolt per year.  The presence of five year contracts is rare and usually only exists between very large business enterprises.


� Feed is stored on barges at the actual farm sites.  These barges (at the largest sites) can only hold up to 200 tonnes with the fish requiring 40 tonnes of feed per day.


� It should be noted that antibiotics and vaccines are not the same: vaccines are administered to prevent a disease, whereas antibiotics are (or should be) used at the time a disease breaks out.  However, modern farming of all types, including aquaculture has had a tendency to administer antibiotics in small quantities all the time irrespective of whether a disease is present or not.  This approach can result in the bacteria building resistance towards the drug, which undermines its usefulness as a cure (taken from thedoctorweighsin.com, 2007).  


� Quite a lot of Chilean factory equipment is second hand, having been bought from European firms who were probably in the process of upgrading their own production facilities.


� The arrows and circles are not to scale.  They provide an idea of actor size, relative to respective expertise, and important interactions.


� Something only implied in this study is the effect of policy


� The bottom right hand section is left blank because the scale of the indirect effects would be something like the third parties’ third party relationships are affected and so on.  Another reason for leaving it empty is to emphasise that indirect effects are being used directly by the focal dyad.


� It is worth reiterating that while all the interaction types discuss price in some form or another, this is the only category where price defines the interaction.


� Due to the ‘snapshot’ data.


� A matter for future research would be to consider whether this would be different for say professional services.


� This is not being presented as a bad thing.  It simply recognises that less influence can be exerted when the involvement is less intensive.  The requirements are relatively simple.  Adaptation is not complex.  Plus it recognises that not all counterparts can be important.


� Examples of such activities can be found in NSEC’s annual report for 2005.


� However, in time, new technology in Portugal, which enables improved drying and salting processes, may lead to the appearance of new network features. 





� This close connection between Norway and Chile is why the Norwegian government is keen to ensure that Norwegian actors in Chile work in a way that does not reflect badly on the practices they carry out in Norway (see �HYPERLINK "http://www.intrafish.no/"�www.intrafish.no/� global, 2007).


� The actor interaction development model can also be used to consider how Norway’s more visible involvement in the network came about. 


� Although this does mean to say that the task is easier.


� This is difficult to convey, but emphasis on the relationship structure seems always to subordinate interaction process 


� Since what goes on in a network is often referred to as networking, this points to a very interesting topic for further debate.  
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The interaction between seafood actors may be more complex than the above view acknowledges. This is seen to take place in a network. If interaction between seafood actors is more complex, how would NSEC be affected?

NSEC’s design is based on a market view of business exchange founded upon neoclassical assumptions

1.

If the interaction between seafood actors is not in keeping with this view, what is NSEC dealing with?



2.

3.
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Politicians design NSEC based on a market view of business exchange which is founded upon neoclassical assumptions

1.

Amongst other things, this permits NSEC’s involvement in many different markets



2.
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