Improving Business Performance and Development
of Strategic Marketing Plans
Work Package 6
EU SEABREAM AND SEABASS PRODUCTION SHARE

While economic research has covered almost all aspects on the economics of other species such as salmon, seabass and
seabream have not received the same attention in the literature. A few studies have improved the understanding of topics
such as productivity, efficiency, competitiveness, market definition, and consumer behaviour.
MedAID aims to contribute to improving the economic performance and sustainability of the Mediterranean fish farming
sector by assessing current bottlenecks in production and trade. It was conceived to provide a wider approach by adding
new topics to the existing body of literature and providing a systematic approach for understanding the main economic
challenges and opportunities. In particular, Work Package 6 focuses its research on various topics relevant for the seabass
and seabream sector, such as the assessment of economic efficiency; the assessment of market efficiency; the analysis of
consumer preferences and behaviour; and the economic analysis of technical improvements and innovation.

Analysis of production and productivity growth in the seabass and seabream
industry (Subtask 6.1.1)
Objective: To identify the factors influencing production and productivity growth.
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Recommendation: The efficiency of seabream and seabass enterprises has improved over time and inefficiency
has reduced from 2008 to 2016. However, according to the Subtask 6.1.1 results, it seems that there is room to
improve technical efficiency between 10 % and 30 %. This indicates that the seabass and seabream farms can become
more productive either by increasing production without increasing input use or by reducing input use and producing the
same amount of fish as they do now. A positive side effect of becoming more technically efficient is that the environmental
impact per kilo of fish produced could be reduced, learning from the most environmentally efficient farms, which will
support a more sustainable production praxis.
A more efficient and profitable industry needs to continuously focus on being more productive, however, the “industry”
is not limited to the sea cage farms, but to the value chain as a whole.
Productivity growth can occur at all stages in the value chain and
productivity growth, upstream or downstream from the farm itself
and may be just as important as improved production practices at
farm level. A way forward to improve technical efficiency, productivity
and profitability could be the clustering of enterprises or a more
vertical and horizontal integration in the sector. Furthermore, an
increased concentration of aquaculture industries can attract input
providers, which seems essential for the development of specialized
inputs (technology, feed, vaccines etc.) for the industry, and as much
as two thirds of the productivity growth may come from supporting
industries.

Economic optimization of production (Subtask 6.1.2)
Objective: To improve the decision-making process in seabream and seabass production through the application
of innovative simulation and optimization techniques, and improve the transfer of this knowledge to the industry
through decision support systems.
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Recommendation: The simulation and optimization methods applied have resulted in an increased capacity not
only for simulating the fattening process in aquaculture farms with multiple cages, but also for finding near-optimal solutions in complex scenarios. Moreover, considering multiple criteria in decision-making (economic, product
quality and environmental factors) has proven to be an effective way to enable producers to find solutions suited to their
needs without ignoring other basic aspects.
The development and wider use of business intelligence systems based on innovative simulation and optimization techniques will allow managers to make a more efficient use of production resources through the decision-making processes. The use of decision support systems (such as AquiAID) will enable us to overcome the problem of transferring this
knowledge to the industry. The use of decision support systems in seabream and seabass firms would allow the validation
of the models, to adjust them in collaboration with the producers, to develop new functions and especially, to show their
usefulness to producers, who should be those benefitting most from of the results.

Improving Mediterranean aquaculture communication strategies (Task 6.3)
Objective: Task 6.3 analyses the impact of mass media communication on the demand of Mediterranean aquaculture products taking into account the varied categorization of the different pieces of information reaching
consumers.
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Recommendation: Implement proactive communication strategies to influence mass media coverage of aquaculture products, emphasizing their benefits in a responsible way. Companies and producers’ representatives
must improve their control on the information circulating in the media. This can be done by building a good, lasting
relationship with the media, increasing the dissemination of positive messages and react in time to negative ones. The
effectiveness of the different messages and tools needs to be investigated, identifying the best options according to the
characteristics of the audience.

Market dynamics and price analysis/Assessment of preferences in the retail/
consumer segment (Tasks 6.2 & 6.4)
Objective: To understand the factors affecting the behaviour of the demand of seabream and seabass aquaculture
products through: study of mechanisms of market equilibrium, the market evolution and its potential development
in different scenarios of prices and sales (Task 6.2); and study of demand at the final stages of the value chain connecting
the product’s attributes with the consumer’s willingness to pay.
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Recommendation:

• Market segmentation. Results point to a market with a segmented demand, with groups of consumers with different
price sensitivity. This is evidenced in the significant income effect observed in the demand functions and on the
willingness to pay for special attributes such as country of origin, organic or semi-intensive farming and processing
level. Understanding the underlying motivation for such different behaviour is the starting point for the success of
a marketing strategy based on market segmentation. While these internal factors have been covered by previous
research, there is still need of more precise information about the profitability of the potential segments which needs
to be better addressed at company rather than at industry level and must be considered in the framework of a value
chain approach. While some segments may appear profitable at industry level, they may not be attainable by the
companies in a given industry due to technical and economic limitations. Furthermore, a potential profitable segment
from the point of view of producers’ ability may not be so profitable considering the cost structures at certain stages
in the value chain.
• Product differentiation. Consumer price sensitivity is closely related to the level of competition in the market, which
ultimately depends on the number of potential substitutes available. Results from Task 6.2 show a strong substitution
effect in terms of species and producing countries. Furthermore, the fieldwork in Task 6.4 has evidenced low levels
of differentiation at the sales place, mainly based on tangible product attributes such as size. However, some extrinsic
attributes such as country of origin and production systems have shown the ability of achieving some kind of premium
price. Successful product differentiation must be based on accurate and realistic market segmentation. Besides the
technical and economic differences across companies, a differentiated strategy cannot be considered at industry level,
since no differentiation is possible in a market where all suppliers share the same differentiating attribute.
• Alliances along the supply chain. Success in the implementation of a marketing strategy based on segmentation
and product differentiation in a long supply chain requires the involvement of a range of actors and value addition
processes. The implication of agents further downstream in the supply chain becomes critical.
• Concentration of supply. All the above recommendations require companies with an optimal volume of operations
and sufficient power in the supply chains. The process of industrial concentration undertaken in the last years must
persist until the optimal levels for improving efficiency of production are reached and bargaining ability can be
consolidated upstream and downstream in the value chain.

Estimation of the economic impact of improvements in production and marketing
(Task 6.5.)
Objective: To analyse the economic impact at the micro (firm/farm) level of some specific measures in the
production and marketing areas to improve the financial performance of the European seabass and gilthead
seabream aquaculture industry. Specifically, this task assesses how changes in some operational parameters impact
operating revenues, costs, and financial results of a standard or representative production, hatchery or grow-out facility
of seabass and/or seabream in the Mediterranean Sea.
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Recommendation: The economic impact of model parameter changes has shown that the unit sales price is
the model parameter with the largest impact on profits for all scenarios of production analysed (i.e. hatcheries
and grow-out facilities), followed by survival rate and harvested weight in hatcheries and by survival rate, feed cost and
feed conversion ratio (FCR) in grow-out facilities. On the other hand, the feed unit cost and FCR are the parameters
with the lowest impact on profits of a hatchery facility, whereas the harvested weight and fingerling unit cost are the
model parameters with the lowest impact on profits of a grow-out facility. Producers should increase the growth and
survival rates of fish (e.g. innovating in feed nutrition and feeding efficiency, investing in breeding, or improving health
management) because doing this could compensate the reductions of sales prices more efficiently than using other
measures. Investing in higher-quality fingerlings could also be worthwhile since quality is related to higher fish survival
and growth rates. The use of economic simulation models could help seabass and seabream producers better understand
the extent of benefits on possible investments and zootechnical management improvements that can be implemented in
their facilities, under different technical and market conditions.

About Work Package 6
The main goal of this Work Package was to analyse production
and market efficiency, study different factors affecting consumers’
purchase decisions and willingness to pay, and assess the
economic impacts of several technical improvements proposed
in the other work packages of the project. This was structured in
six tasks aiming to:
• Assess the economic efficiency and economic optimization of
Mediterranean aquaculture production.
• Assess the market efficiency of the relevant species.
• Analyze the effects of concentration at different levels of the
value chain.
• Assess preferences regarding Mediterranean aquaculture
along the different stages of the value chain.
• Analyse the economic impact of technical improvements and
innovations in product processing and public image strategies.
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