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INTRODUCTION AND SUMMARY 

A.        INTRODUCTION 

This report represents the conclusion of a seven-month study 
by Stevenson k Kellogg into the future of the Icelandic Fish Proces- 
sing Industry.    Specifically,  we studied the "Sales Promotion of the 
Integrated Fish Processing Industry in Iceland" according to the 
terms of a contract between the United Nations Industrial Development 
Organization and Stevenson & Kellogg (UNIDO Contract # 69/12) . 

At the outset of the study the contract terms called for a broad 
examination of all technical factors affecting the fish industry in 
Iceland.    Following this assessment we were to carry out both statis- 
tical and qualitative analyses of all potential markets for Icelandic 
fish products.    Th;< original contract emphasised the promotion of 
"each variety and form of fish and fish products" in "all important 
geographic markets for fish and especially those readily accessible 
to Iceland".    In effect,  it called for a study of the world market 
potential of the entire Icelandic fish industry. 

In support of such a broad programme it naturally demanded, 
also,   an evaluation of the entire system required to support the mar- 
ket.    This included catching,  landing,  processing,  freezing,  salting, 
warehousing and distributing.   Operation of the fishing fleet as well' 
as maintenance facilities and supplies were to be covered as were in 
direct processes such as herring and offal reduction. 

On arrival in Iceland we discovered that a different emphasis 
was expected.    Instead of a broad analysis of all facets of the fishing 
industry the Icelanders were anticipating a detailed study of only one 
section of the industry -- fish canning.    In particular they were 
expecting a study of the market potential for the products of five 
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companies constituting the "Associated Canneries Inc." and two other 
large fish canning companies.    Together those seven accounted for 95% 
of the productive capacity and virtually 100"n of current exports. 

Accordingly the original contract was amended.    It still called 
for a general initial review of the industry,   as in the original contract. 
However,   special emphasis was to he placed on those factors which 
directly or indirectly affected the seven major processing plants. 

B-        SFMMAKY AND R rXOMMKNDATtQNS 

We find that markets do exist for the products of Iceland's fish 
canning industry.    These markets can be entered and exploited profit- 
ably.    There are no built-in prejudices against Icelandic fish:   the 
greatest obstacle to be overcome is the attitude of the fish industry 
in Iceland towards its markets.    More specifically: 

1. The principal markets for Icelandic canned fish 
and fish products are the U. S, A. ,   II. K. ,  France, 
and German Federal Republic. 

2. The major species and products to be exploited 
initially in these markets are lumpfish caviar, 
sild sardines,   shrimp, cod roe,  brook trout, 
herring tid-bits and fillets. 

3. Within five years of entering all these markets 
we envisage annual sales of about $ 10-1/2 mil- 
lion.    Of this,   almost $7 million is to the U. S. A. 

4. Profits realized by the industry at the end of this 
five year period will approximate $3. 3 million 
annually. 

5. This high level of profit can be realized only if the 
industry is prepared to develop gourmet and value- 
added products to meet the market's needs.    Con- 
centration,  as at presen*,   on commodity items will 
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result in annual sales of about $3 million and profits 
of only $200, 000.    We strongly recommend this 
strategy of developing consumer-oriented value- 
added product. 

6. Developing the products and markets for this consu- 
mer-oriented strategy will require outside financing. 
A maximum loan of $ 1, 750, 000 should be adequate. 
It could be repaid out of earnings (subject to Icelandic 
taxes) within five years. 

7. This financing should be negotiated from two sources. 
The International Finance Corporation has indicated a 
provisional willingness to advance $ 1 million.    The 
balance could be raised from domestic sources, 
pledging some of the projected $ 1, 500, 000 working 
capital as security. 

8. The major constraint on further growth in profits is 
the availability of raw materials.    As further sustain- 
able supplies of lumpfish roe,  sardines,   shrimp and 
brook trout are proved,   additional markets can be 
developed. 

9. Plant capacity offers no major constraint.    Minor 
investments in plant and equipment,  estimated at 
less than $ 100, 000 will enable the industry to reach 
the projected sales and profit goals. 

10. Funds generated from the basic market strategies 
should be re-invested in developing other products. 
The objective should be to sell everything - waste 
nothing. 

11. The major single obstacle to be overcome is the atti- 
tude of the industry towards its markets.    Tradition- 
ally,   Icelanders look upon the market as a place to 
sell what they produce.    In future we strongly urge 
that they attempt to produce what the market wants. 
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12,      This change in attitude should result from a market- 
oriented organization structure. 

Details of the analyses leading to these recommendations 
follow.    In Volume I we present an outline of how we developed the 
best market strategy.    In Volume II,  using the results of in-depth 
market interviews,  we show how the Icelandic industry should 
implement the strategy. 
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ICELANDIC FISHING INDUSTRY IN PFRSPKCTIVB 

In this chapter we review briefly the Icelandic fishing industry, 
its importance to the economy of the country,  and the relative position 
of the processing industry. 

A-     1UÌÌ I'^QNOMY OF TCHiLiML:) IS vmY UWKNDKNT 
ON ITS FISHING INDUSTRY 

A review of the economy of Iceland points out two basic facts- 
the heavy dependence on imports for most necessities,  and the pre- 
dominance of fish as a source of foreign exchange.    The increasing 
standard of living of the Icelandic people depends primarily on 
maintaining a profitable fish export industry. 

Recent statistics show that exports and imports approximate 
40": of the Gross National Product.    The more important imports 
include: 

Machinery (19%) 

Textiles (11%) 

Automobiles and Trucks (9%) 

Fuel Oil and Petroleum Products (6%) 

Base Metals (4%) 

Ships (4%) 

Metal Products (4%) 

Food Grains,   Cereals,  etc.  (3%) 
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/VIthough over  30"' of the population is  employed in industry, 
only fishing and electric power production are large scale activities. 
The others,   which include clothing manufacture,   shoe  manufacture, 
boat huilding and repair,  book production and construction are oriented 
towards meeting domestic needs.    Furthermore such manufacturing 
as does exist is heavily dependent on imported raw materials or 
semi-manufactured goods. 

This heavy dependence on imports places a major burden on 
the fishing industry -- the prime source of foreign exchange earnings. 
In 1968 total exports amounted to 4,736 billion Icelandic kronur 
($81.5 million U.S. 1)  Of this amount,   fish products represented 
4. Ill billion kronur  -- 86. 8"'n of total exports.     In the previous year 
fish exports of 4.716 billion kronur represented 90ff'i of total exports. 

Against this background it is apparent that any action by the 
government,   by the  industry,  or by international agencies which will 
increase the value of fish exports will produce an immediate benefit 
to the economy. 

B.        ICFLAND IS NOTA MAJOR FACTOR   IN WORLD FISH 
TRADE 

Although the fish industry is extremely important to Iceland's 
growth,   Iceland is a relatively small factor  in world trade of fish 
and fish products.    In 1968 the world catch was  64. 0 million metric 
tons, live weight.    Of this total,   only 600 thousand metric tons -- 
less than   l'T'     -- was caught in Iceland.    Furthermore,  this share 
of world production is declining,   due in no small measure to the 
recent failures of the herring catch,    1958 marked the beginning of 

Throughout this report we have used the rate of exchange prevailing 
after the devaluation in October 19S8,    One of the difficulties in 
reporting the growth of the economy is the recent devaluations. 
Prior to November  1967 1 krona was equivalent to $, 023 (U.S. ) 
From November 1967 to October 1968 parity was $.0172,    Since 
October 1968 it has been $.0112.   This last figure is the basis of 
our analysis. 
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«"•most recent "herring cycle".    In that year Iceland's total catch 
ot   »f.O thousand tons represented almost 1.8% of the world's catch 
in li)6r>,   at the height of the herring cycle,   Iceland's catch of 1199* 
thousand tons was 2. 25°:, of the world's catch. 

Even among the countries of Western Europe,   which represent 
Iceland's main competition for markets and species,   Iceland is not 
a major factor,  representing only 8% of the catch. 

TABLE 1 

NOMINAL CATCH (LIVE WEIGHT) 
BY COI NTItlES OF WESTERN EUUOPF. ÍN 1968 

Thousand Metric Tons % 

Belgium 68.4 .9 

Denmark 1466.8 19.5 

Eaeroe Islands 166. 3 2.2 

Federal Republic of Germany 682.3 9.1 

Iceland 600.7 8.0 

Ireland 53. 1 .7 

Netherlands 323.3 4.3 

Norway 2804.1 37. 2 

Sweden 315.3 4.2 

United Kindgom 

TOTAL 

1040.3 13.9 

7520.6 100.0 

1—   
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As a result of this position,   Iceland is unable,  acting alone, 
to produce major changes in the world fish trade.    Instead of leading 
in the marketing of fish as a commodity,   Iceland must respond to 
changes resulting from the actions of other producers and marketers. 
The key to successful profitable growth lies in two directions: 
responding as quickly as possible to market changes and,   specializing 
in certain markets or products where this is practicable. 

C.     ICELAND'S FISH INDUSTRY HAS DECLINED IN 
RFCENT YEARS 

Icelandic fisheries are mainly of two types: demersal or ground 
fish and herring.    The category of ground fish includes cod,   haddock, 
ling,  catfish,  ocean perch and saithe.    However,  as shown in Table 2 
cod is by far the most important,  representing over 62"» of the ground- 
fish catch. 

Herring is still the second major species.    However the "herring 
cycle" which began in 1958 when the catch of this species was 107, 000 
metric tons,   appears to be exhausted.    At its peak in 1965 the herring 
catch exceeded 800, 000 tons and provided the basis for a profitable 
reduction industry.    The decline began in 1967,   accelerated rapidly 
in 1968 and continued into 1969 although final statistics are not yet 
available. 

During the same period from 1958 the catch of ground fish has 
declined steadily from over 473, 000 tons to 373,000. 

Partially offsetting these adverse factors has been the exploiting 
of other species.    Shrimp,   which currently commands a high price in 
world markets,   is gaining in importance.     Further growth may be 
expected from discovery of additional shrimping grounds outside the 
traditional inland waters.    Lumpsucker -- the source of lumpsucker 
(or lumpfish) roe -- is in increasing demand as a source of caviar. 

Despite these minor favourable factors the fish industry faces 
serious problems.   Not only has the total catch fallen drastically, 
but fishing costs have soared.    Since 1958 the fishing fleet has 
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TABLR  2 

^^-^^^ WEIGHT) 

Demersal: 

Cod 
Saithe 
Haddock 
Kedfish 
Catfish 
Ling 
Plaice 
Tusk 
Halibut 
Angler 
Skate 
Lemon Sole 
Whiting 
Blue Ling 
Witch 
Miscellaneous 

Non-Demersal. 

Herring 
Capelin 
Lobster 
Shrimp 
Mackerel 
Lumpsucker 

TOTAL CATCH 

1968 
Metric Tons 

2 34,653 
38,032 
34, 024 
30, 570 
8,972 
8, 
6, 
4, 
1. 

697 
144 
873 
053 
927 
603 
497 
362 
199 
132 

373, 017 

142 820 
78, 167 

2, 489 
2 452 

352 
2, 064 

228,344 

601,361 

<jf 

62.8 
10.2 
9.2 
8.2 
2.4 
2.3 
1.7 
1.3 

>  1.9 

J 

100 

1967 
Metric Tons 

197, 180 
29, 036 
38, 163 
30, 040 
10,278 

7, 
5, 
2, 
1. 

533 
657 
722 

,039 
796 
388 
348 
501 
191 
162 
198 

326, 234 

461 533 
97, 165 

2. 731 
1, 508 

105 
1, 164 

564, 204 

B90, 438 

% 

60.2 
8.9 

11.7 
9.2 
3.2 
2.3 
1.7 
.8 

> 2.0 

100 
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increased by almost 51% -- from 54, 600 tons to 82, 250 tons.    Thus 
the catch per ton,   the measure of profitability in f'.shing,   is much 
smaller than in earlier years.    In addition, the costly equipment 
and machinery on board ship -- intended to increase the catch -- 
lias further reduced profits.    Thus the catch per unit of cost has 
fallen even more drastically than the eatch per ton. 

Another measure of the problem is seen in the productivity of 
the fishermen.    In 1966 the catch per fisherman exceeded 200 metric 
tons -- one of the highest in Kur ope.    In 1968 the catch was less than 
100 tons.    Insofar as fish prices arc1 determined by world markets, 
little influenced by Icelandic conditions,  this drop in the catch gives 
a clear picture of the reduction in earnings of the fishermen. 

The fish processing industry was also hard hit by the lower 
eatch.    Of («special concern was the herring meal industry where 
the supply of raw materials fell from 473, 000 tons in 1967 to 132, 000 
tons in 1968.    Again the lower level of output does not completely 
reflect the impact on the economy.    Since 1958 the fish meal industry 
has invested heavily in new plant and equipment.    Thus the lower out- 
put means an even lower return on capital invested. 

D«        THK SEASONALITY OF THE CATCH AFFKCTS THE 
DEVELOPMENT OF THK INDUSTRY 

Efficient operation of processing plants and maintenance of 
profitable markets depends on maintaining a steady supply of fish 
through the system.     To the extent that seasonal peaks exist they 
result in underutilization of resources or in marked fluctuations 
in prices.    Both affect profits adversely. 

Fishing takes place both from boats, in inland waters, and 
trawlers.    The latter are mainly active in Icelandic waters but 
they also fish off Greenland and Newfoundland.    Figure 1 shows that. 
the trawler groundfish catch totalling 77,822 tons in 1968 had 
relatively minor variations from month to month.    The peak month 
in that year was May in which just over 9000 tons were landed.    The 
low month was October with a catch slightly in excess of 4000 tons. 

10 
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The trawler catch   in 1967,   although slightly less at 73, 114 
tons,   showed a similar seasonal pattern. 

Most of the catch,   however,   comes from the boats.    Here the 
groundfish catch is highly seasonal as is seen in the second graph 
in Figure 1.      In 1968 peak landings,  in April,  were 78,922 metric 
tons.    "Hie entire winter catch from January to May amounted to 
187, 962 tons -- 64. 7% of the total groundfish catch of the boat fleet 
for the year. 

Herring fishing is also highly seasonal.    It is confined almost 
exclusively to the latter half of the year.    Shrimp is caught at a 
fairly uniform rate of about 250 tons per month from October to 
April.    Lobster and Mackerel landings peak during the summer 
months falling to a negligible quantity between November and April. 

This seasonality has encouraged the development of fish 
freezing and processing.    Only in this way can the Icelandic fish 
industry support its major markets on a year-round basis. 

E-       II'Ü FTSH BANNING INDUSTRY TAKES A SMALL 
PROPORTION OF THK CATCÍT 

In 1968,   over 202, 000 tons of groundfish,   54% of the total 
catch,   was frozen (Table 3).    Salting,  drying and reduction consumed 
a further 36%.    Only 179 tons -- less than one tenth of one percent 
of the catch went into canning. 

The principal uses for herring were reduction to meal and oil, 
iced,  and salting.    Canning took 1, 266 tons and an additional quantity 
of salted herring.    However in total,  only about 4000 tons of the 
cateti (landed weight) are ultimately processed into cans or airtight 
containers. 

This relative unimportance of the fish processing industry is 
also reflected in the value of exports: approximately $ 1, 110, 000 
for processed fish products out of total fish exports of $ 74   300   000 
-- barely 15%. 

- 12 - 
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TABLE 3 

ANALVSfSOF CATCH ACCORDING TO USE 

C.round Fish 

Frozen 
Salted 
Dried 
Canned 
Reduction 
Domestic Consumption 
Iced 
Smoked 

lii!rlLHig._iind ^aPclin 

Frozen 
Salted 
Canned 
li eduction 
Domestic Cons. 
iced 
Smoked 

1968 
Landed Weight 
(Metric Tons) 

Lobster and Shri mi 

Frozen 
Canned 
Domestic Consumption 

202,273 
115, 178 

15, 174 
179 

4,431 
7,003 

28, 812 
 3 

373.017 

9, 024 
28, 834 
1, 266 

132, 631 
11 

49, 203 
18 

220, 987 

4, 825 
113 
 3 

4,941 

1967 
Landed Weight 
(Metric Tons) 

159, 980 
70, 454 
59, 396 

17 
2, 514 
8, 540 

25, 355 
4 

326, 262 

15, 735 
53, 469 

64 
473, 240 

8 
16, 165 

15 

558, 698 

4, 154 
83 

4,238 
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TABU: 4 

EXi'ORT VALUE OF FISH PRODUCTS 
($, 000) 

1968 1967 

Ground Fish 

Iced 3, 900 3, 170 
Salted 12,350 10,439 
Dried (Stockfish) 2, 955 3, 109 
Frozen 25, 950 20, 47 
Smoked 43 21 
Cod and Redfish Meal 3,040 2, 341 
Cod and Redfish Oil 950 643 
Roes - Salted and Frozen 1, 835 1, 950 
Fresh Fish 10 - 

Herring and Capel in 

Salted 10,430 9, 134 
Iced 798 55 
Frozen 621 2, 190 
Fresh 757 277 
Meal 4, 150 16,657 
Oil 2, 432 9, 737 
Processed Fish h  Fish Products 1, 110 871 

Shrimp and Lobster 

Frozen 2,966 2, 945 

TOTAL 74, 297 
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In relation to the entire fish industry fish processing is insignifi- 
cant.     lOven if the output were to increase tenfold it would still repre- 
sent a small part of the fishing industry.    Because of this,   we can 
conclude that the over-all growth and development of the fishing 
industry will not he influenced by the growth plans of the canning in- 
dustry.    Consequently important facets of the industry such as: 
catching,   storing and transfer at sea,   special-purpose vessels, ship 
design and location,  ship and motor repair and maintenance,   purchase 
and supply of spart« parts,   equipment and gear,   and education and 
training facilities will not be materially affected by the processing 
industry.    We have concluded,  therefore,  that the catching and 
landing of fish -- and its delivery to the processing plants will be 
governed by the primary demands for fish -- freezing and salting. 
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Till-: IC Kl.AN l)IC  riSIl PROCESSING INDUS Tit Y IN 1969 

X-        INTRODUCTION 

In this chapter we examine in some detail the state of the Icelandic 
fish processing industry in 1969.    Starting with a review of the canning 
plants and equipment we then examine present products and markets. 
We conclude by examining those institutional factors which influence 
the growth and development of the industry.    This background material 
provides the starting point for the growth plans described in subsequent 
chapters. 

H-        THH INDUSTRY IS DOMINATED BY FIVE CANNERIES 

The fish processing industry comprises sixteen independent can- 
ning plants located primarily in the west and north of Iceland,   as shown 
on the accompanying map (Table 5).    The largest of these plants,   owned 
by K.   Tonsson at Akureyri,   is capable of producing 110, 000 cans of 
fish and fish products daily -- on a 10-hour shift1.    The second largest, 
in Langeyri,  has a capacity of about 77, 000,  and three others can each 
produce about 60, 000 cans (Table 6).    These latter companies are the 
"North Star" Ltd.  in Hafnarfjord,  ORA Ltd.  in Kopavogur -- both loca- 
ted a few miles south of Reykjavik -- and the Harald Bodvarsson Co.  in 
Akranes,   north-west of Reykjavik.    These five companies dominate the 
industry.    Together they represent 86. 9% of Iceland's processing capa- 
city. 

Only two other companies are of real consequence in planning the 
development of export markets for the industry.    Both have a capacity 
of about 20, 000 cans per day.    One is the "Arctic" fish processing 
plant at Akranes.    The other is the State Herring Factory in Siglufjord. 

1 
A mon> detailed discussion of the capacity of each major plant is 
presented in Chapter VIL   The capacity of each plant is determined 
both by the size of cans and the rate at which the machine fills and/or 
seals them.    The size of cans on which this section is based are listed 
at the foot of Table 6,  page 18. 
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None of the remaining plants lias a capacity exceeding 10,000 
cans per day.    The Sildarrettir plant in Reykjavik is producing prepared 
herring and smoked fish in consumer packages for the domestic market. 
Hie canning factory at Grundarfjord is capable of processing hand- 
peeled shrimp and cod liver.    Because of the current marketing prob- 
lems its capacity has not yet been tested.    However it is believed to 
approximate 5000 cans.    Machine peeled shrimp as well as meat and 
vegetables are processed at the Matvœlaidjan plant in Bildudal and at 
the Olsen plant in Isafjord.    In both,   the maximum output from one 
shift approaches 1000 kilograms.    The Isafjord Canning Company,  in 
the same location as the Olsen plant, processes hand-peeled shrimp 
is well as fishballs and vegetables on a small scale for the domestic 
market.    Output is limited to 200 kilograms per shift.    The only other 
processing plant in operation -- the Egill Stefansson factory in 
Siglufjord --is capable of producing up to 5000 cans daily of kipper 
snacks and smoked herring. 

The two remaining factories: in Seydisfirdi and Vestmannacyjum 
are not yet in operation.    It is intended that they will produce various 
herring products and pressed roes respectively. 

In projecting the development of the industry we are aware of 
two dominant characteristics.    The first is that,  of t ic sixteen pro- 
cessing plants,  seven account for over 95% of capacity.    The other is 
that "ORA" Ltd,   Haraldur Rodvarsson Ltd., "Arctic" Ltd.,  the 
Langeyri Canning & Freezing Plant and the K. Jonsson Co.  in Akureyri 
propose joining together to form "Associated Canneries Ine".    Its 
stated objective is to market the output of these five companies.    How- 
ever,  it has been agreed that any other company could join this group 
to take advantage of export potential. 

The only major companies outside this agreement at present are 
"North Star" Ltd.  and the State Herring-Canning Factory in Siglufjord. 
The former company has been operating under partial ownership and 
with a marketing contract with a Norwegian fish processing firm.    Con- 
sequently there was not the same incentive to associate with other 
Icelandic firms.    The State Canning Factory is prepared to join the 
Association when markets have been developed.    However,  because 
of its dependence on government funds,  it is not in a position to 
participate in the development stage. 
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(:.        H ERR INC. TIP-BITS AND FILLETS ARE THE MAJOR 
PKOPrCTS 

Herring based products:   tid-bits, fillets,  kippers and herring 
roes provided the bulk of exports of canned fish in recent years.    How- 
ever sardines,   sea salmon,   cod roes,   cod liver, brook trout,   lump- 
fish caviar and shrimp made important contributions.    In addition, 
although a negligible quantity was produced,   the industry is 
capable of processing fishballs,  smoked fish and herring roe. 

An analysis of exports,  showing this relative importance of 
lier ring,   is presented in Table 7 below. 

TABLE 7 

EXPORTS OF PROCESSED FISH TN AIRTIGHT CONTAINERS 
(TONS) 

Product 1965 1966 1967 

Herring Tid-Rits 
Herring Fillets 
Kippers 
Sardines 
Canned Herring 
Soft Herring Roe 
Sea Salmon 
Cod Roe 
Cod Liver 
Hrook Trout 
Lumpfish Caviar 
Shrimp 

163 317 355 
5 11 

173 
151 

116 42 
67 147 

3 
28 11 

187 2 38 125 
2 1 

45 43 17 
15 27 17 
57 13 30 

TOTAL 685 1025 696 

The value of these exports was: 

1965: 32,640, 000 kr 
1966: 45, 509, 000 kr 
1967: 39, 128, 000 kr 
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The detailed analysis of exports in 1068 is not available.     How- 
ever,   the total showed a marked increase to 1211 tons.    Of this,   a 
major  share was again attributable to herring.    I.umpfish caviar also 
showed a considerable increase due to its promotion in France. 

Although exports in the last four years show considerable 
fluctuation, they do,   nevertheless show a major gain over previous 
years.     As shown in Figure 2,   which portrays the value of these ex- 
ports,   this surge is largely attributable to the boom in canned herring 
products.    Between 1958 and 1965 exports of processed fish in air- 
tight containers (mostly in cans) had tluctuated around 350 tons per 
year.     Before the herring cycle,   in the early 1950'a,total sales were 
frequently less than 100 tons per year.    In the 1940's,  due partly to 
the war,   and also to the previous herring cycle, exports had fluctua- 
ted about 400 tons a year.    In 1948 they reached a sharp peak of 950 
tons which was not surpassed until 1966.   Prior to 1940 sales seldom 
reached 100 tons per year. 

[)«        Tm: INDUSTRY IS OPERATING MVCil BELOW 
CAPACITY 

The total capacity of the 16 canning plants is estimated to be 
about 429,000 cans per 10-hour shift.    On the conservative assumption 
that the plants should operate for at least 200 days per year,  the capa- 
city of the industry is about 86 million cans per year.    This is equiva- 
lent to a total annual production of 10, 500 tons, product weight.    This 
level may not,  in fact, be reached because of a shortage of some raw 
materials.   Nevertheless,   it gives a good indication of the present 
underutilization of plant and equipment.    A more detailed discussion 
of plant capacities and constraints follows in Chapter VII. 

,:-        THK INDUSTRY IS VERY DEPENDENT ON SALES 
TO THE U.S. S.R. 

Increased exports of canned fish and fish products have resulted 
largely from increased sales of canned herring and herring products 
to the IT, S.S. R.    This is reflected in the following table showing the 
destination of exports from 1965 to 1967. 
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TABLE 8 

DESTINATION OF EXPORTS 

DESTINATION 

Czechoslovakia 

Denmark 

Finland 

France 

Federal Republic of Germany 

Hungary 

Rumania 

l ni ted Kingdom 

E. S.A. 

E. S.S.R. 

Others 

TOTAL 

QUANTITY -  METRIC TONS, 
1965 1966 1967 

27 23 12 

21 5 4 

26 14 30 

20 15 11 

17 14 9 

4 10 - 

42 14 - 

191 243 125 

26 211 20 

306 470 484 

5 6 1 

1025 696 
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The second major market is cod roe in the U.K.    These were the 
only established markets before 1968.    Since then, lumpfish caviar 
has gained a foothold in France. 

Dependence on essentially these two products in these two 
markets has serious implications for the industry.    Sales to Russia 
tiave been negotiated under the terms of a bilateral trade agreement. 
Inder its terms Iceland and Russia agree to purchase,  in total,   a 
certain quantity of goods from each other.    However,  neither the 
quantity nor the price of any particular commodity is specified. 
Consequently it is up to individual companies in Iceland to negotiate 
with Prodentork - the only Russian agency importing fish.    The dif- 
ference in bargaining strength is extreme:   the Icelandic fish can- 
neries must export to survive,  Prodentork can purchase fish from 
any of a number of countries,   and from many companies within 
those countries.    The resulting low prices have resulted in only 
marginal profits and,   frequently in a loss. 

This is illustrated by the 1969 contract.    The negotiated price 
was $ 16. 20 (TI. S. ) for 100   3-3/4 ounce cans of herring.    On the 
assumption of a price of $30 per barrel of 100 kilograms (net weight) 
of headless sugar-cured herring this would have yielded a contribu- 
tion to profit and overhead of about $ 2. 55.    In addition to providing 
the necessary profit and return on capital this contribution is 
necessary to cover taxes, benefits,   oil,   electricity,  indirect supplies 
and materials,   interest payments and insurance. 

Subsequently,  at the time of buying the herring for canning, 
the price liad risen to $70.75 per barrel.     KVen allowing for the 
rebate of   12. 6°!, (10. 6% export tax,   2% commission for the trade 
board) tins resulted in total direct production costs of $ 17. 85.    Thus, 
not only was there no contribution to profit and overhead, the price 
did not cover the direct costs of raw material,  packaging and labour. 

Another major disadvantage in depending so heavily on sales to 
the V. S. S. R.  is the lack of control over the marketing system. 
Because of this,  the Icelanders have no direct influence over the 
price for which their goods are sold at the retail level.    In turn, 
this means foregoing the higher profits that result from persuading 
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the customer to pay a higher price for a .superior product. 1 

A second implication of this lack of control is the potential loss 
of the market at any time.    Iceland is selling its canned fish to Russia 
as a commodity.    Price is the principal point of negotiation.  Conse- 
quently a lower-priced supplier might displace Icelandic products at 
any time.    Such lack of control effectively discourages any attempt 
to plan the growth of the industry. 

Dependence on the sale of cod roe to the U. K.  also presents a 
risk.    Again the product is sold in a commodity form on the basis of 
price.    In the absence of any control of the market a decision by a 
lT. K.  buyer to purchase elsewhere would cripple the industry. 

''•        MANY FACTORS WITHIN ICELAND AFFECT THE 
GROWTH OF THE INDUSTRY 

The prime purpose of this study was to assess the market poten- 
tial and develop a marketing strategy.    But markets are not the only 
influence on the growth of the industry.    There are other factors within 
Iceland which must be considered.    Some of these are controlled by the 
Industry or by the Government.    Others,   such as the "herring cycle" 
appear both uncontrollable and unpredictable. 

1.     Availability of Raw Materials 

Present exports of the processing plants are based on 
the catch of herring,  sardines,  cod,  lumpfish, brook 
trout and shrimp.    Other species which might be pro- 
moted include clams and (Norway) lobsters. 

Many factors affect the availability of each of these 
species.    Herring,  as discussed earlier,  appears sub- 
ject to cycles of up to 11 years duration.    Quotas and 

1 
The importance of capitalizing on this market potential is explored 
in Chapter IV . 
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regulation of the annual catch affect other species. 
Still others have heen subjected to over-fishing,   arid 
unless corrective measures are instituted,   may not 
be able to sustain a commercial operation. 

An important factor affecting the availability and price 
of raw materials is the relationship between fishing 
fleets,  the fish processing industry and government. 
As pointed out earlier,  the total catch declined serious- 
ly in 1968 and 1969.    Naturally this has resulted in a 
slowdown in the construction of new fishing boats.    In 
1968 only 8 new vessels were constructed -- a total of 
1, 472 tons,   less than 2"' of the total capacity. 

Fishing vessels are privately owned.    Decisions to in- 
vest in additional capacity are based on the economic 
outlook for the industry.    Obviously a decline in the 
catch,  as experienced in recent years,  reduces the 
expected return on investment from new vessels.    Con- 
struction will slow down.    In turn,  the number of ves- 
sels and crews putting to sea will decrease.    As catches 
increase the cycle will reverse.    In turn,   under normal 
economic pressures costs would rise,  prices would 
follow and Iceland's competitive position would be 
threatened. 

The Icelandic government and industry recognizes the 
danger in permitting such uncontrolled fluctuations. 
They also recognize the need to keep a steady supply 
of ships and crews.    Accordingly,  the prie*; paid to 
fishermen for the major species is set by an industry 
board.    This price eliminates the unequal bargaining 
strength of fishermen and processors.    In the longer 
term it ensures an adequate supply of fish for the 
processors,   in the short term it offers a reasonable 
income to the boat owners and crews. 
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Before preparing marketing plans we examined the 
long-run availability of each species.    Our conclu- 
sions are based on discussions with knowledgeable 
people in the Icelandic Government and in the fishing 
industry.    Of especial help was Mr.   Mar Flisson, 
Director of Fisheries in Reykjavik.    Our conclusions 
also reflect our analysis of any available statistics. 

Based on this study,  we believe that marketing plans 
should be based on the following guidelines: 

a.      Herring 

An acute shortage of herring hit the canning in- 
dustry in 1969.    In normal years the State Canning 
Factory would buy about 6000-100 kilogram bar- 
rels of headless,   sugar cured herring.    This year 
it was able to buy only 2 400 barrels -- and at 
highly inflated prices. 

The mainstay of the Icelandic herring industry 
has been the large fat herring (20-24"', fat con- 
tent) which spawns off the Norwegian coast. 
Formerly caught in Icelandic waters,  this species 
has virtually vanished froui this area. 

Icelandic fishermen are now exploring other 
fishing grounds and,  in 1969,  enjoyed some 
success in the North Sea.    Despite this move to 
other waters however,   only 500 tons of edible 
herring was landed in 1969. 

The lowest annual catch of herring in recent 
years was 32, 000 tons in 1952.    And, much of 
this was suitable only for reduction.    Forecasts 
for the future are unreliable.    However there is 
a general opinion that the current drop is tempo- 
rary.     The Icelanders are already taking further 
steps to fish in more remote waters.   Seiners are 

27 - 

STEVENSON ft KEILOGO.LTD 



J 

bring fittoci out for long distance fishing trips to 
the east coast of Canada and U.S. A.   and to Spitz- 
bergen.    These moves,   coupled with the skill of 
the Icelandic crows and skippers,   complemented 
by a quota of 50, 000 tons annual landed weight 
from inshore waters,   should allow a marked in- 
crease in herring canning. 

Despite these corrective measures there is still 
some uncertainty about the quantity of raw materi- 
al that will be available.    Furthermore the large 
fluctuations make precise planning difficult,  if 
not impossible.    Our market strategy will reflect 
this uncertainty. 

Sardines 

Presen* knowledge and technology indicate that 
the full development of export markets might be 
limited by a shortage of sardines. 

Until a few years ago the small herring was caught 
for reduction.    No restrictions were imposed.    As 
a result stocks were depleted and the number of 
herring returning to spawn dropped sharply. 

Corrective measures have since been introduced. 
There is a complete ban on catching small herring, 
less than 25 cms,  except for canning purposes. 
Also,   the Minister has the authority to prohibit 
all fishing on the sardine spawning grounds during 
the spawning season.    It is felt that when the stocks 
have been restored to the pre-1966 level they could 
support an annual catch of at least 2500 tons. 

This catch may be increased still further.    At the 
present time sardine fishing is limited to two lo- 
cations:   Sudavik in Isafjord and Akureyri.    They 
are known to exist also in other fjords along the 
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northern coast.     I lo wovor,   the quantity has not 
boon assessed,   nor has the profitability of catching 
in those other areas and transporting to existing 
plants.    Consequently,   at the present time,   we will 
assumo a maximum sustainable catch of about 
2500 tons once stocks are restored.    This is sig- 
nificantly higher than recent year's production: 

1963 
1964 
1965 
1966 
1967 
1968 

130 tons 
74 tons 

160 tons 
95 tons 
25 tons 
50 tons 

Consequently any market plan calling for a major 
increase in sardine production should assume a 
gradual build-up.    This will allow time for the 
fishing crews and Government officials to respond 
to any problems which might occur at the higher 
production levels. 

c. Brook Trout 

This highly valued species is in very limited supply. 
The only significant source is Lake Thingvellir. 
Kven here stocks have been severely depleted as a 
result of an accident when the lake was being 
dammed. 

The Department of Agriculture is exploring ways 
of increasing stocks.    Heating the lake -- using 
the heat from thermal springs -- is one approach. 
It should speed up the growth of the trout.    Another 
is the possibility of seeding trout into other lakes 
with similar characteristics.    "Phis is now being 
tested. 
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Despite these moves,   it will be some years before 
there is a marked increase in the sustainable 
e,it eh.    In the meantime we will assume the catch 
is limited to the present quota of 40 tons annually. 

d. I.umpfish Roe 

The sustainable production level of lumpfish roe 
is not known. During the last three years it has 
been: 

1966 - 1000 tons 
1967 - 500 tons 
1968 - 600 tons 

and there is no evidence of any depletion in the 
number of lumpfish returning to Icelandic waters 
each year.    The high catch in 1966 was attributable 
to higher world prices.    Also,   in 1967 and 1968 the 
lumpfishing was hindered by ice in the northern 
fjords. 

Iceland is thought to be the world's only major source 
of lumpfish.    At the present time annual exports of 
roe in 100 gram jars amounts to only about 20 tons. 
The balance -- 400 or 500 tons --is exported in 
barrels primarily to Denmark and Germany.    If 
Iceland were in a position to develop a market for 
caviar in jars the bulk of the annual production -- 
at least 500 tons on a sustainable basis -- would 
be available to the Icelandic canning industry. 

e. Shrimp 

Shrimp fishing is limited at present to a small 
number of fjords on the north-west coast.    In all 
such areas permits are required which specify 
the number of fishing days and the maximum 
weekly catch per boat.    No maximum applies to 
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the number of boats but an agreement with the 
captains does,   in effect,   impose a limit.    The 
present limit in the Isafjardardjup (the fjord at 
Isafjord) is 26. 

Fnder these regulations,   the cateti in recent years 
has averaged 2000 tons.    Of this total,   almost 1500 
tons is caught adjacent to «he Langeyri plant. 

Future sustainable catches are expected to be much 
greater.    Until 1969,   the absence of developed mar- 
kets for Icelandic shrimp had discouraged further 
exploration.    More recently however,  boats from 
Langeyri have successfully caught shrimp in deeper 
off-shore waters.    Also,  shrimp and other molluscs 
are known to exist in other fjords in commercial 
quantities. 

All of the above raw materials can be purchased di- 
rectly by the canning companies from the boats. 
Shrimp,   sardines and trout especially are delivered 
fresh to the canners directly from the boats.    Lump- 
fish roe and salted and spiced herring can be bought 
from the fishing vessels but the largest quantity comes 
from the processing plants. 

Other major products of the canning industry and their 
respective raw materials are: 

Products Haw Materials 

Canned cod roe 
Canned kippers 

Fishballs, puddings, 
etc. 

Frozen cod roe blocks 
Frozen herring blocks 
Fresh herring fillets 
Frozen fish blocks 
Fresh fish fillets 
Fresh fish liver 
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In all cases the cannors buy these raw materials from 
the fish processing plants. 

Icelandic Taxes and Tariffs 

The Icelandic fish canning industry is,   like any industry, 
subject to a variety of taxes on income,  payroll and 
property.    Most of these,   with minor exceptions,  are 
quite customary in Western Europe and North America. 
Consequently they do not place the Icelandic fish proces- 
sing industry at a serious disadvantage vis-a-vis its 
major competitors.    Details of the more important of 
those; taxes and levies are summarised below. 

a*      Production Tax 

The proceeds of this tax accrue to the municipality 
where the plant is located.    The rate is set by the 
municipality.   Consequently it varies from one lo- 
cation to another.    Currently it lies between 0. 5% 
and 1. 5%.    This tax,  "alstaurgeld",  is imposed on 
the resources used by a company.    It is assessed 
as a percentage of -- the total costs of production 
less any loss incurred by the company.    It is 
levied on all companies as long as the total costs 
of production exceed any loss which might be 
incurred, 

b.      Income Tax 

A company is allowed to set aside 25% of its net 
income for reserves.    The remaining 75% is cur- 
rently taxed at 50%.    The "current" rate is stressed 
in this section because we understand that the 
Icelandic Governm :nt is reviewing its tax regulations, 
especiar/ those pertaining to depreciation. 
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e.      Import Tax on Machinery 

In order to conserve its holdings of foreign ex- 
change,   the Government of Iceland has imposed 
a tax of 25"'. on imports of machinery.    The 
fishing industry has gained a concession from 
this high rate:   its machinery must bear a tax 
of only 10%. 

d.      Import Duties on Production Materials 

An importer of materials used in production, 
e.g.  aluminum for cans,   pays an import duty 
of 10"', on the value of the imports.    To the ex- 
tent that this material is re-exported the duty 
is refunded.    It is estimated at the present time 
that 90'o of canning materials go into export 
products.    The net import duty paid therefore 
is only 1%, 

As stated earlier,   although these taxes are a cost of 
doing business,  their impact on the canning industry 
is relatively neutral vis-A-vis its foreign competitors. 
This is not the case however,   with the Export Tax 
which places the Icelandic canning industry at a severe 
disadvantage.    This is examined below. 

c.      Export Tax 

The Act reads essentially as follows: 

A levy of kr 1360 per exported ton (metric) nett 
of quick frozen fillets,  processed salt fish,  quick 
frozen roe,   salt fish fillets,  salted roes,   shell- 
fish  and canned sea products.    If this tax ex- 
ceeds 5% f. o. b.  value of the product it can be 
reduced to the 5% level.     To this levy of 1360 kr 
there is added a further impost of 2.4% on the 
value (net f, o. b. ) of the product. 
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The proceeds of this tax are used to promote the 
fish industry: the Fisheries Development  Fund, 
and as a source of loans to boat owners and fish 
processors. 

While we agree that such funds are necessary, 
and do not strongly question the need to raise 
them from the fishing industry,   we do question 
the present procedure.    The effect of imposing 
a tax on the f. o. b. price is to increase the dutiable 
value of Icelandic goods in the major markets. 
This is especially significant in France where 
German fish products are duty free.    However, 
in all markets it puts Icelandic goods at a com- 
petitive disadvantage.    Especially important is 
the fact that it discourages value-added canned 
fish products which,  as shown in the next chapter, 
are the key to a profitable industry. 

3.      Production Costs and Efficiency 

We examined in detail the processes at the following 
six plants: 

The Langeyri Canning and freezing Plant,   Isafjord 

The Food Producing Plant "ORA" Ltd.,   Kopavogur 

The K. Jons s on & Co. Canning Factory Ltd.  Akureyri 

The Canning Factory Haraldur Bodvarsson & Co., 
Akranes 

The Fish Processing Plant "Arctic" Ltd. ,   Akranes 

Nordurstjarnan,  h/f (North Star Ltd. ) Hafnarfjord. 

A detailed analysis of production costs is presented 
in a later chapter where we examine the potential 
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profitability of the industry.    In summary however 
we feel that: 

the technical capabilities of the plants and their 
management is high; 

productivity is at least equal to,  and in many 
cases much superior to that of other countries; 

the plants have modern machines which have 
been maintained in excellent condition; 

only one plant has limited space, requiring ma- 
chines to be rearranged for different products. 
All others had sufficient space for all current 
operations and for future expansion to capacity 
operation. 

4,     Availability of Personnel 

A major factor in planning the growth of the industry 
is the availability of personnel -- technical,  marketing 
and managerial.    Because of its importance we spent 
considerable time interviewing key people in the In- 
dustry,    Not only were we gaining their opinions of the 
availability of personnel to operate the plants.    We 
were even more concerned about their ability to mar- 
ket their products and manage their enterprises.    In 
summary,  we reached the following conclusions: 

a.     Technical 

This category includes fishermen,  and processing 
plant personnel.   We found them without exception, 
to be very able.   The fishermen are among the 
most productive in Europe. 
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In lf)C6 the catch exceeded 200 tons per fisherman. 
The decline in 1968 to 100 tons reflected the change 
in herring habits.   Since this decline became evident, 
fishing crews have taken remedial action.    They are 
exploring more remote waters -- off Greenland, 
Norway and in the North Sea.    They are also test 
fishing for more valuable species such as shrimps 
in Icelandic waters.    We believe their skill and 
enterprise will be rewarded. 

Fish canning plants are also well run.    Productivity 
of Icelandic personnel is among the highest in the 
North Atlantic.    Furthermore,  there is an adequate 
supply of personnel to meet all probable increases 
in demand.    In fact,  more stable employment, 
coupled with the incentive programme would ex- 
pand rapidly the available labour supply. 

Additional technical facilities are available at the 
Fisheries Research Institute.    They would assist 
in catching,  processing,   canning and even recipe- 
formulation and product development. 

b.      Marketing 

There is marked shortage of marketing skills 
within the industry.    This is the source of most 
of the industry's problems.    This shortage is re- 
flected in the Icelanders' view towards his mar- 
kets: 

lie believes that his better product should auto- 
matically displace other products. 

He does not believe in tailoring his product or 
his approach to suit specific markets. 

Fie views price as being directly related to 
cost.    He does not see it as reflecting the 
"value" a potential purchaser puts on the product, 
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c.      Managerial 

The lack of marketing skills and know-how has 
led to an unbalanced view of the needs of the 
industry.    A shortage of markets was felt to be 
the result of high prices.    In turn this led to 
major investments in plant and equipment which 
is -- as pointed out earlier -- largely idle. 

Technically the plants are well operated and 
maintained.    In this respect management is 
capable.    On the other hand the willingness to in- 
vest several million dollars,   without a thorough 
study of the market,  reflects a lack of managerial 
savoire-faire. 

We believe that it is essential to bring in a senior 
executive from outside the industry --in fact from 
outside the country --to provide the needed mar- 
keting skills.    If this is done we believe that an 
Icelander could be found to provide direction to 
the industry. 

Availability of Financing 

The availability of financing within Iceland reflects 
the Icelander's concern with production and productive 
equipment.    Substantial funds are available only to 
finance plant,  equipment and inventories.    No domes- 
tic source exists to supply funds for market develop- 
ment. 

Typical of the available financing within Iceland are: 

a*      Jili!HEÍÍXL2ilí}J*llilld " which provides funds for 
the purchase of buildings and machinery.    Loans 
fall into two categories: 

machinery,   for which as much as 60"!, of the 
installed value can he borrowed.    The loan 
must be repaid normally over 5 years; 
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industrial buildings where the repayment 
period is  12 years.    No fixed percentage of 
the property value is stipulated.    Each case 
is negotiated according to prevailing conditions. 

k»      Fisheries Development Fund -   advances relatively 
small grants and loans to develop innovations in the 
fishing industry.    This fund could provide funds for 
market development but the amounts available are 
too small for any major venture.    Typically,  loans 
from this fund range from $2000 to $4000. 

c'       Bank Loans - typically must be secured by relatively 
liquid assets.    Consequently they are used extensively 
to finance inventories,   accounts receivable and raw 
materials.    They would not be considered as a source 
of funds for market research or development. 

d«      International Agencies - such as the International 
Finance Corporation are in a position to provide 
needed funds to the Icelandic fish processing in- 
dustry.    In fact,  during this study,   we found that 
negotiations were under way between Associated 
Canneries Inc.   and I. F. C.  for a loan of about 
one million dollars.    /Although this is smaller than 
most I. F. C.  ventures we understand that this 
agency is willing to advance funds for the market 
development of canned fish and fish products. 

In conclusion,   we believe that the shortage of marketing skills 
and tin- need for additional managerial strength are the only factors 
which will impede the growth of the fish canning industry.    The short- 
age of some species will be a constraint --it will influence the direction 
of development.    However it is not sufficiently acute that it will prevent 
the industry from entering a profitable growth period.    Consequently we 
can now examine the market potential for each product. 
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MARKET POTENTIAL -  TIIK DIRECTION OF GROWTH 

A.        INTRODUCTION 

In this chapter we examine Iceland's position in the world mar- 
ket for canned fish and fish products.    Initially we examine the statis- 
tical data on the size and profitability of major markets.    This analysis 
suggests a change in the direction of export promotion.    We then 
examine in detail the potential of the four most attractive markets. 

R-        ICELAND IS NOTA MAJOR  FACTOR IN THE WORLD 
MARKET FOR CANNED FISH 

As seen in the last chapter Iceland produces between 600 and 
1100 tons of canned fish and crustaceans annually.    Furthermore 
there is no evidence of a marked increase -- exports in 1962 being as 
high as 800 tons.    In the same period,  between 1962 and 1967,  world 
production of canned fish,  crustaceans and molluscs grew 62% from 
1, 180, 000 to 1, 982, 000 metric tons. 1 

2 
1. Canned Trout 

Iceland's share of world production has ranged between 
29% in 1964 to 100% in 1967.    However,   despite this 
dominant position,  the total movement of less than 50 
tons is negligible in global terms. 

2. Canned Herring and Sardines 

Ranging between 500 tons and 800 tons annually, 

TsTatistieal data on major world markets; production 'mports and 
exports by species and form are included in Appendix C. 

«> 
""Appendix C  Table 1   . 
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Iceland's share of world production of canned her- 
ring,   kippers and sardines has varied hetween 3/100 
of 1"'. and 13/100 of 1"',.    This contrasts with her 
22"' share of world frozen herring markets. 

The world's major producers of canned herring and 
sardines are the Federal Republic of Germany, 
South-West Africa,   Portugal and Morocco.    In 1967 
the Federal Republic of Germany alone accounted 
for more than 20"') of the world's production. 

3. Canned Roes 

Iceland is a small factor in the caviar and roe mar- 
ket.    In the 1964-1967 period,  Iceland accounted for 
between 1. 3"u and 2. 6"» of world production.    Tonnage 
ranged from a low of 14 metric tons to a high of 2 6 
metric tons. 

4. Canned Shrimp 

World production of canned shrimp increased 28% 
to 14, 000 tons in the 1964-1967 period.    Iceland's 
production decreased 50"o.    With 1967 production 
amounting to 30 tons,   the country is not a factor. 

5.     Canned Clams 

Iceland is not in this business at present.    United 
States of America consumption of clams increased 
3, 000 metric tons between 1964 and 1967.    In 1967 
imports accounted for 12, 5% of the total.    Our sur- 
veys in the United States of America indicated that 
a market exists for Icelandic clams.    Buyers claimed 
there was a severe shortage.    Although we have not 
studied this market in depth,  we believe that it is 
worth exploring and,  based on the findings,  test mar- 
keting. 
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6.      Canned Fishballs 

The F, A. ().  does not show Iceland as a producer of 
canned fislihalls in the 1964 - 67 period.    This is a 
relatively small market.    1967 production of 3500 
metric tons was only 20'!> of the previous year's total. 

Only in trading with Eastern Europe does Iceland enjoy a strong 
position.    In 1965 it supplied 100'r» of Russia's herring imports and 
20"'., of its combined   imports of herring and sardines.    In the same 
year Rumania imported 7. 8"'- of its needs from Iceland. 

Similarly,  only herring has significantly and consistently in- 
creased its market share although it is still a negligible factor in 
world trade. 

( ' •        ICELAND'S TRADING AIU LITY COMPARES UNFA VOIR ABLY 
WITH   ['HAT OF ITS COMPETITORS 

Although the quality of Iceland's fish and fish products is un- 
equalled,   this fact is not reflected in the values received for its ex- 
ports.    Its position vis-a-vis its major competitors is highlighted in 
Figure 3.    The United States of America and Canada should not be 
compared directly since their major fish product export is canned 
salmon -- a premium product compared to Iceland's herring.     How- 
ever,   the principal products from the Federal Republic oï Germany, 
Norway and Denmark are based on herring.    They are in direct com- 
petition with Iceland but their price is almost double. 

The reason for this marked difference is found in the trading 
patterns of each country.    As pointed out in the last chapter Iceland 
depends heavily on low profit sales to the II, S.S. R.    The other 
countries direct their sales more towards the consumer-oriented 
countries of Western Europe and North America,    These trading 
patterns are summarised in Table 9. 
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TRADING PATTERNS OK FISH PRODUCT PXUORTFRS 

Canada 

Federal Republic 
of Germany- 

Norway 

Denmark 

Netherlands 

KXPOUT" COi'NTflYT    PRODUCTS BASF!) ON   I    FXPORTFD TO 

Herring,   Kipper Snacks 
Herring (young) 

Herring and Sardines 

Herring in oil 
Smoked Herring 

Herring,  Sardines 

Herring 

United States of 
America,   Jamaica 

Austria,   U. K. 
France 

United States of 
America,   U.K. 

C. S. S.R. 
German Democratic 
Republic 

FY ance 

The importance of this difference in the trading pattern is shown 
in the following section.    In it we analyse the value received per metric 
ton for fish products in each principal market. 

D
-     FARGE MARKFTS FXIST WHICH PRQMISF A HIGH 

RFTURN FOR ICFLAND'S PRODUCTS 

As we have seen,   Iceland's production,   and even potential prod- 
uction,  of canned fish and fish products is negligible in relation to the 
rest of the world.    Success therefore depends on concentration:   con- 
centration on a few profitable markets. 

Two criteria have governed our selection of such markets: 
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Those countries which are the largest importers and 
'        consumers of canned fish and fish products.     The 

reason being that it will be relatively easier for Ice- 
land to gain a small market share of a large market 
than a large share of a small market. 

Those countries generating the greatest revenue per 
ton for imports of fish and fish products. 

Analysis of trading statistics of fish,  crustacean and mollusc 
products shows that the United Kingdom and the Muted States of 
Wrica import substantially more than any other country     In1966 
imports to the U.K.   were valued at almost $08 million^ando the 
i: S  A.  at about $95.5 million.    They are followed by 1 ranee,  at 
i'45 million and the Federal German Republic at almost * 27 million 
i shows the relative importance of these four -ajcr importer J 
in comparison with other countries: Belgium,   Sweden,  Italy,  Australia, 
;>hilipp"nes - in order.    In comparison the U.S. S.U.   us a very small 

importer. 

I„ terms of product weight the United States of America^ the 
primary importer of fish,   crustaceans and moUuscs      As shown in 
T-.hlp •>        \ppendix C .  1966 imports amounted to 100, OUU tons up 
r^ TO, Ans in 1962.    On the other hand U. K.  Sports of fish 
products have been decreasing slowly.    In 1062 they were 77  000 tons, 
„,1966.   62, BOO tons.    This was only partly offset by a rise oi .000 
tons in mollusc and crustacean imports. 

Consumption of canned fish products m all markets has been 
relatively stable since 1962.    Net consumption ot fish has ranged 
hetzen 363   100 metric tons in 1962 and 381, 100 metric tons m 
1966.    Net consumption in the United Kingdom has been declining 
dropping to 68, 900 tons in 1966 from 82, 000 tons ""*>>* r^ * 
consumption has apparently held steady.    *e ^^^  *•* 
production figures are not available to us tor 1966.    Import    w< re 
up 4 000 tons from 1964 while exports increased just 200 tons      The 

,1 Ronnhlic of Germany's net consumption has varied only I* euer al Kepuoiic 01 uei ITKIHJ -> • nnn mntrir 
slightly.    Net. consumption varied between 158 and 160, 000 metric 
tons between 1962 and 1966. 
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Thus,  on the basis of present consumption and the imports of 
canned fish ;ind fish products,   the United States of America,   U.K., 
France and the Federal German Republic would be logical targets 
for Icelandic marketers. 

Arc these markets profitable?    Again a review of the value- 
received per ton for imports shows them to be among the most profit- 
able of the major importing countries.    Data for 1968 reproduced in 
Figure 5 shows that the United Kingdom,  the biggest importer paid an 
average of $ 1280 per metric ton of imported fish products.    Australia, 
Canada and Switzerland,  three relatively small importers come next 
at $ lOnO,   $990 and $909 respectively.    The United States of America 
and the German Federal Republic were fifth and sixth at approximately 
$860 per ton.    However,  it is especially significant that the value of 
imported fisti products into the Federal German Republic has risen 
from $ 532 per ton in 1962 to $ 860 in 1968 whereas the other countries 
have remained essentially constant.    This could point to the Federal 
(¡erman Republic becoming even more profitable in the future. 

FIGURE 5 

i'KOFITAHHTTY OF MARKETS FOR FISH PRODUCTS 
AND PREPARATIONS 
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Another significant feature is the relatively low value received by 
exporters shipping fish products into Sweden.    Although the Swedish 
market is sixth,   in terms of value,   among major importers it is rela- 
tively unprofitable.    This is significant in view of Iceland's entry into 
the Scandinavian Common Market.     Despite the absence of tariff bar- 
riers,   Sweden does not offer the same promise as the "Big Four" 
markets -- the IT. S.A.,   U.K.,   France and the Federal German 
Republic. 

We should point out that these data have been used solely to indi- 
cate those markets justifying in-depth study.    We recognize that differ- 
ences in product mix could explain some of the variations.    Nevertheless 
-- from the marketing viewpoint -- large importing countries paying 
most for imports are the most promising targets. 

K-        HASI0O ON STATISTICAL DATA WE CONDUCTED 
IN-DEPTH MARKET RESEARCH IN THE FOUR 
MAJOR  MARKETS 

The U.S. A. ,   U.K. ,   the Federal German Republic and France 
indicated the greatest potential for Iceland's exports.    To test this 
conclusion,   and to develop a market strategy,   we carried out a series 
of in-depth interviews.    These interviews were held with important 
people in the food and fish industry.    They did not include consumers. 
Typical of people contacted were: importers,  brokers,  buyers for 
major chains,   food editors of newspapers and magazines. 

We also covered different markets in each country,    Tn the U. S. A. 
we identified five major markets each with different characteristics- 
the North-East,   Mid-West,  Pacific Coast, South -- Gulf Coast,   and 
South-East.    Similar distinctions were made in the U.K.,  France and 
German Federal Republic. 

Based on these interviews we were able to estimate the total 
market for Icelandic-type products,  and the share which Iceland might 
enjoy. 
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A forecast of the market for specific products is the basis of a 
market strategy.    In the TT. S.A.   market data is available and has been 
collected in terms of consumer-identified products (e.g.   Herring Tid- 
liits).    However,   in the other markets,   data is not organized in this 
form.    Consequently our estimates of market size and opportunity are 
subject to greater error than if the statistical data matched consumer 
needs.    However,   we believe that our figures are sufficiently valid 
for planning market strategy.    Subsequently -- after the decision to 
enter a specific market -- the specific tactics should be based on the 
results of a test market programme.    Such a programme would identi- 
fy the precise form of each product best suited to each market.    It 
would also reduce any error which may be present in our estimates. 

1.      The Major Markets in Perspective 

The United States of America is the primary importer 
of canned fish,   crustaceans and molluscs.   In  1966,   it 
imported 82, 000 metric tons of canned fish and 18, 300 
metric tons of crustaceans and molluscs.    This is an 
increase from a combined total for both classes of 
79, 300 tons in 1962. 

While U. S. A.  imports have been increasing,  the United 
Kingdom,   the second largest importer,   has shown a 
decrease in imports of fish from 77, 000 tons in 1962 
to 62, 800 tons in 1966.    Imports of crustaceans and 
molluscs however showed a healthy growth from 4, 100 
metric tons to 9, 100 metric tons in the same period. 

France traded places with the German Federal Republic 
as it moved into third place in 1966 with combined im- 
ports of 45, 300 metric tons compared with the German 
Federal Republic's 30, 300 tons.    Kastern Europe and 
the U.S. S. It.  combined would be in fifth place. 
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PRODUCTION    FXPORTS,   IMPORTS & CONSUMI' ['ION 
1

)!
:'_
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 ^ISH PRODUCTS IN f HK tCsTÄT 

Canned '000 Tons Net Weight 

__ 1962 1963 1964 1965 1966 1967* 

PRODUCTION 

22.8 17.4 9.2 13.4 14. 1 13.3 Sardines 
Shrimps 6.1 7.4 4.7 7.4 6. 7 7.8 
Lobster .2 .2 .3 .4 . 3 .4 
Clams & Clam Products 25.6 27.0 28. 8 32. 2 33. 5 31.6 
Fish Roe & Caviar 1.4 1.1 1.4 1.2 1. 0 1.2 
Fish Pastes,  Cakes, 10.6 11.9 11.6 11.4 12. 3 11.0 
Halls, Puddings,  etc. 

I:\PORTS 

Sardines - 1.6 1.1 1.5 1.6 0.6 
Shrimps 1.2 1.5 1.7 2.0 2. 0 2.4 

I Mi »OR TS 

23. 8 28.5 26.9 24.3 25. 4 23.3 Sardines 
Herring 5. 4 5.1 4.6 4.7 4.3 4. 2 
Shrimp .5 .7 . 7 1. 0 
Clams - - - - .7 .8 
Fisli Roe & Caviar .3 .2 
I' ish Pastes,   Cakes, - - - 5 <\ 

Halls,   Pudding,  etc. 
. ij 

CONSUMPTION 

Sardines 46. 6 44. 3 35. 0 36. 2 37.9 36.0 
Herring 5.4 5.1 4.6 4.7 4.3 4.2 
Shrimp 6.1 7.4 5.2 8.1 7.4 8.8 
Clams 25.6 27.0 28.8 32.2 33. 5 31.6 
Fisli Roe & Caviar 1.4 1.1 1.4 1.2 1.3 1.4 
Fish Pastes,  Cakes, 10.6 11.9 11.6 11.4 12. 8 11.5 

Halls,   Puddings,  etc. 
 __» 

Latest year for which detailed statistics are available. 
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The 1'nited States of America 

'The Progressive Grocer''   accurately captures the 
development of this market.    In its second annual 
report on grocery product movement it states that 
canned fish is one of the "top 30 sales gainers".    In 
1968 canned fish dollar sales increased 11. 1% above 
1967.    The key products contributing to this growth 
are salmon,  sardines (up 10. 3";) and shrimp (up 16. 5%). 
Pnit sales showed an impressive 7% gain versus an 
overall store average gain of 5. 4%.    Ethnic foods have 
also shown good growth.    Oriental foods,  for example 
are up 13. 6%,    Italian food sauces up 20. 2%, frozen 
Mexican foods up 14.1%,   frozen Chinese foods up 
24.9%,  other nationality frozen foods up 12.4%.    The 
market environment is good for the foreign or ethnic 
foods producer. 

Imports and consumption of the major species (from 
Iceland's viewpoint) of canned fish and fish products 
in 1967 are summarised in Table 10. 

The figures point out the potential for Icelandic products 
in the U.S.A. market.    Of special significance is the 
fact that imports of sardines and herrings supply a 
major portion of the market.    Sixty-five percent of 
canned sardines are imported.    Virtually all the canned 
herring consumed in the U. S.  is imported. 

Another significant feature is the trend in the consump- 
tion of these products.    Sardine sales,   after declining 
in the early 1060«s,  stabilised,  and,   more recently, 
have begun to increase.    Herring commands a stable 
market.    Shrimp sales have been growing rapidly and 
were estimated   to be close to 10, 000 metric tons in 
1969.    Clams also are gaining rapidly.    The growth in 
both shrimps and clams has been curtailed because of 
a worldwide shortage of these species. 
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Based on those figures,   complemented by trade inter- 
views we estimate the total market for Icelandic-type 
products in the U, S. A.  to be: 

Sardines 
Herring 
Sbrimp 
Clams 
Caviar 

3.     United Kingdom 

40, 000 metric tons 
4, 500 metric tons 
10, 000 metric tons 
35, 00 metric tons 
1, 500 metric tons 

Consumption of canned fish in the United Kingdom is 
growing.    The 1966 National Food Survey estimates 
that 67, 000 metric tons of canned fish were consumed, 
up from a low of 60, 000 metric tons in 1963.    Sardines 
and sild account for 9% of the total,  while cod roe and 
herring each amount to 1%.    Pet foods represent a 
major marketing opportunity in the U.K.    40% of can- 
ned dog food is fish based and 60% of canned cat food 
is fish based.    The market has been compounding its 
growth at 15% per annum. 

Statistics on the import of canned fish (Table 11 shows 
those species relèvent to Iceland) show a strong pre- 
ponderance of pilchards and salmon.     Together they 
accounted for 54, 000 tons of total imports of 77, 000 
tons.    Saidines amounting to 8, 200 tons are the only 
other species of consequence. 

Since 1962 imports and consumption of both pilchards 
and sardines have gained. All other groups have re- 
mained static. 

In relating these data to Iceland's productive potential 
the overlap between lier ring,   pilchards and sardines 
presents some difficulty.     We believe that the present 
market for pilchards in the U.K.  represents an oppor- 
tunity for both Icelandic herring and sardines,   especially 
for the latter. 
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TARLE 11 

il'i QP !; CTI( )N'   K XI'OliTS,   IM POI CT S AND CONSUMPTION 
( )K SKI, IOC T KD CANNKD FISH PRODUCTS IN TI IK TI. K. 

'000 TONS NET 

' 1962 1963 1964 1965 1966 1967 

PRODUCTION 

Ilei ring 5.9 6.1 4.0 4.2 5. 5 4. 5 

Pilchards 0.9 0.5 

KXPOKTS 

Herring 4.2 3.7 4.2 3.3 5.1 3.8 

IMPORTS 

Pilchards 11.6 11.6 12.6 11.1 14. 3 14.4 

|    Sardines 7.0 5. 8 6.7 6.3 6.9 8.2 

,    Shrimps - - 2.4 2.5 2.5 2.4 

Fish Halls 1.6 1.9 2.2 1.5 2.4 1.9 
;    Puddings,   Cakes, etc. 
1    Roe <\ Caviar 2.8 2.5 2.0 

'CONSUMPTION 

!    Herring 1.7 2.4 - 0.9 .4 .7 
Pilchards 12.5 12.1 12.6 11. 1 14.3 14.4 

;    Sardines 7.0 5.8 6.7 6.3 6.9 8.2 
1    Shrimps - - 2.4 2.5 2.5 2.4 

i    Fish Halls, Cakes, etc. 1.6 1.9 2.2 1.5 2.4 1.9 
i    Hoe & Caviar 

 —  

2.8 2.5 2.0 
! 
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Accordingly we sec a market, potential for Icelandic 
type products in the United Kingdom of: 

Sardines 
Herring 
Shrimps 
Fish Balls,  Puddings,  Cakes 
Roe & Caviar 

4.     France 

23, 000 metric tons 
2, 000 metric tons 
2, 500 metric tons 
2, 200 metric tons 
2, 500 metric tons 

The market for canned fish in France is relatively 
undeveloped compared with the IT. S. A.,  U.K.  and 
the Federal German Republic.    This does not mean 
that per capita consumption is necessarily lower 
than in other countries.    Rather does it mean that 
the art of marketing is not as advanced nor sophisti- 
cated as in other countries.    This has three major 
implications for Iceland: 

the market potential is much greater than 
present consumption indicates; 

there is an undeveloped market for more 
exotic species; 

the potential rewards for the aggressive 
marketer are higher than present data 
suggest. 

Consumption of canned fish of Icelandic types in re- 
cent years has been confined almost exclusively to 
herring and sardines.    Together,   in 1968 they accoun- 
ted for 43,000 metric tons (Table 12).    In 1967 they 
amounted to over 50, 000 tons. 

Total consumption of canned fish in France has been 
declining in recent years despite the steady gain by 
sardines.    In 1950 total consumption was over 125, 000 
tons. 
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TABLE 12 

PRODUCTION, IMPORTS AND C'ONSPMPHON OF 
CANNED HERRING AND SAH PINKS IN EK VNCK 

'000  TONS NET 

HKHIUNG 

Year Production N( *t Imports C onsumption 

1963 3.6 1.7 5.3 
1964 2.6 .9 3.5 
1965 2.6 1.5 4.2 
1966 1.8 1.4 3.2 
1967 1.5 2.9 4.4 
1968 1.5 2.9 

SARDINES 

Ï  l   ci, i Production Ne it Imports C onsumption 

1963 19. 0 13.0 32.0 
1964 21. 0 16.9 37.9 
1965 18. 0 12.0 30.0 
1966 2 8. 6 17.8 46.4 
1967 33. 0 16.6 47.9 
1968 23. 0 15.3 38.2 

In 1965 it had dropped to under 90, 000 tons.    How- 
ever,   it is significant that despite this drop, total 
imports of about 39, 000 tons have held steady. 

The difference between total consumption and herring 
and sardine consumption represents those species 
not found in Icelandic waters.    Traditionally they 
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I have not been considered part of an Icelandic catch. 
The two most important species are tuna (18, 000 tons) 
and mackerel (2 0, 000 tons).    The markets for shrimp 
and caviar are 6000 tons and f>00 tons respectively. 

| 

5.      Federal German Republic 

This country represents a unique challenge.    The 
market for canned herring and sardines is the largest, 
per capita,   in the four countries we examined (Table 
13).    Product quality and variety is superb.    However, 
domestic production is of superior quality and priced 
very competitively.    Tariffs are on the high side,  but 
not insurmountable. 

Most of the increasing demand for canned herring is 
met from domestic production.    On the other hand 
virtually all sardines are imported.    The sardine 
market peaked in 1965 and has been declining since. 
Current consumption we estimate at about 8000 met- 
ric ions. 

This market also depends entirely on imports for 
shrimp and caviar.    The shrimp market is growing 
steadily.    Currently it approximates 4000 tons.    The 
caviar market is still in its infancy.    We believe it 
will reach 800 tons in the early 1970's, 

Thus we see the total market for Icelandic type prod- 
ucts to be: 

Herring 
Sardines 
Shrimp 
Caviar 
Saithe 

120, 000 metric tons 
8, 000 metric tons 
4, 000 metric tons 

800 metric tons 
4, 000 metric tons 
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TARI TO 13 

PRODUCTION. 
OF-' SKI. 

I'll!'   F 

F:XI'()R rs. IMPORTS . 
:c rup c \NM:D FISH I 
FDFR/U. RFPFPLIC Ol 

\ND CONSUMPTION 
•RODUCTS IN 
' C;KHM\NY 

»000   IONS Nl'T 

 -• • - —' 

1962 
 _—. ___,. 

19C3 1964 1965 1966 1967 

PRODUCTION 

Herring 
Saithe 
Shrimp 

1 00. 2 
7.1 
2.4 

105.4 
7.4 
4.3 

102. 1 
7.9 
3.4 

113.2 
7.9 
3.4 

117.3 
8.5 
4.5 

112.6 
6.7 
3.4 

HXPORTS 

Herring 
Saithe 

0 
6.3 

0 
5.0 

0 
6.4 

0 
7.0 

6.0 
2.1 

6.1 
2.1 

mPOHTS 

Sardines 
Herring 
Caviar 

14.3 
.5 

13.4 
1.8 

14.8 
2.5 

*>0. 7 
2.9 
.3 

14.1 
2.3 
.3 

10.0 
2.1 
.5 

CONSUMPTION 

1 
Herring 

;     Saithe 
Sardines 
Shrimp 
Caviar 

>  

100.7 
.8 

14.3 
2.4 

107.2 
2.4 

13.4 
4.3 

104.6 
1.5 

14.8 
3.4 

116.1 
.9 

20.7 
3.4 
.3 

119.6 
6.4 

14. 1 
4.5 

114.7 
4.5 

10.0 
3.4 
.5 

_| _ 
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Our   earlier analyses showed that the United States of America, 
United Kingdom,  France and Federal Republic- of Germany are poten- 
ti ,lly the most profitable markets for Icelandic canned fish and fish 
products       The last section showed the consumption in these markets 
is sufficiently high that a small share of the market would absorb all 
Iceland's production. 

However the size and profitability of these markets has attracted 
many suppliers.    The result is that they are highly competitive      In 
order to be» successful -- to gain the maximum revenue from these 
nvirkets __  Icelandic products must be distinguished from their com- 
petitors.     The degree of sophistication and the need for development 
differ from one country to another. 

In this section,   and in our subsequent analyses,   we distinguish 
between throe classes of product: 

Commodity,  represents the lowest priced product 
vvith~nö additional processing and no added quality. 
Such products compete on the basis of price alone. 

Value Added products have something added to distin- 
guish them from their competitors.    The addition 
could be a wine sauce (instead of soya or other low 
cost oils),   or it could be additional processing -- 
such as "smoking". 

Gourmet,   normally sold under a National Brand label 
and supported by advertising and promotional effort. 
It would represent a superior product in the natural 
form as well as superior value-added products. 

The need for these different grades of product,   and an assessment 
of their economic effect is discussed below in the context of the four 
major markets. 
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1.      The l'nited States of America 

The United States of America is the key consumer and 
importer of canned fish products.    The market tradit- 
ionally rewards superior quality products.    Further,   it 
has demonstrated its willingness to pay a premium price 
for a superior product.    The U.S.  market is affluent, 
and readily accepts value-added products. 

The benefits to be realized from offering the customer 
greater value are seen in the following comparison: 

Price per ounce 

Product Class Description Size Price of fish content 

Sardines Commodity In Soya Oil 4 oz $.15 $.0375 

Value Added In Chili Sauce, 
Attractive Wrapper 

3-3/4 oz $.45 $.12 

Clour met In Olive Oil 
Skinless &  Boneless 

3-3/4 oz $.51 $.136 

C. our mot- In Olive Oil 4 oz $ . 95 $.24 

Value Added with Truffles 

Value Added Pate in Tomato 1-1/4 oz $.25 $.33 

Shrimp Commodity In Brine 3-1/2 oz $ . 59 $.168 

Value Acided Smoked 3-2/3 oz $.89 $.244 

Cour m et Pate,  Smoked 2-3/4 oz $.89 $.51 

Other examples of adding value include: 

herrings,   in mustard sauce,   in curry sauce,   or 
in paprika; 
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shrimp,   with tomato ketchup,  horseradish and 
lemon juice (shrimp cocktail); 

sardine,   with olives,   mushrooms,   pickles, 
onions,   celery,   etc.   (antipasto); 

lobster,   including lobster meat,  lobster liver, 
lobster roc with milk powder,  flour,   cheese 
and spices; 

sardines in mustard sauce and tomato sauce; 

herring tid-bits in wine sauce; 

The North American market is well developed.    Only 
by offering the consumer something different,  some- 
thing additional,  can Iceland compete and build up a 
significant volume. 

2•      lTJ}ited Kingdom 

The market for canned fish is underdeveloped.    Until 
recently there was very little promotion or adver- 
tising.    The need for value added and gourmet items 
is not as imperative as in North America because 
competition is less intense.    On the other hand,   as 
the British consumer becomes more sophisticated, 
the profit opportunities for non-commodity items 
will soar. 

3. France 

This market is underdeveloped. A major opportunity 
exists in the metropolitan markets for superior qual- 
ity,  branded products. 

4. Federal German Republic 

The market is already well supplied with superior 
value added products.   Because of this we feel that 
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Iceland would be successful in German markets 
only if its prices were lower than prosent com- 
parable products.    The exception to this might 
be a few specialty outlets who think that quality 
and originality of product are the decisive factors. 
There is a market for caviar and shrimp but the 
U.S. A.  and U.K.  can take all the available supply 
and generate a higher return. 

Success in introducing Icelandic canned fish 
products in Germany will result from- 

a. Low prices. 

b. Attractive outward appearance. 

c. Quality. 

Low prices conflict with our goal of producing 
maximum profit for Iceland.     Thus,  Germany 
ranks as a poorer opportunity than the other 
three markets. 

NOJili^LAT1•^1.1'^IST WHICH WILL KEEP 
ÏCÌ : L AN DIG PRODUCTS OC T'OF THESE MARKETS 

We have studied the regulations governing the import of fish 
products into each of these markets.    In no case will the regulations 
impede the flow of Icelandic products.    However,  exporters in Ice- 
land must consciously observe all regulations. 

I. A MAH K KT POLS EXIST FOR ICFLANIHC CAN NED 
FISI I PRODUCTS 

In conclusion we are convinced that a market exists in these 
key countries for Icelandic canned fish products.    The priority 
should be: 

,        United States of America 

-  60 - 

STEVENSON * KELLOOO.LTD. 



United Kingdom 

Franco 

Federal II e public of Germany 

Remainder of Western Europe 

Eastern Europe and the U. S, S. Ft. 

This ranking results from our analysis of net consumption, 
imports,   competition and pricing. 
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PROFIT CONTRIBUTION —  THE BASIS OF 
A MARKET STR A TEGY 

A. INTRODUCTION 

A market strategy provides answers to the question -- which 
products should be sold in which markets,   at what price?    Ft represents 
a conscious decision to allocate certain products to specific markets 
and to withhold them from others.    The objective of the strategy is to 
generate maximum profit to the Icelandic canning industry.    A closely 
related objective is to maximize the earnings of foreign exchange for 
the Icelandic economy. 

The best strategy therefore,  is one which maximizes the con- 
tribution toward profit and overhead.    This economic concept of 
"contribution" differs from the accounting concept of "profit".    Contri- 
bution represents the difference between sales revenues and all direct 
costs incurred in earning those revenues.    Profit,  however,  results 
from charging and allocating all expenses against revenues.    These 
expenses include cash outlays -- such as payment for direct labour 
and materials.    They also include two classes of expense whose inci- 
dence is not affected by the product or market mix.    These are the 
recovery of sunk costs -- such as depreciation -- and overhead. 

In this chapter we analyze the contribution made by each 
product in each of the four major markets. 

H- PRICK IS ESTABLISHED BY   THF MARKET,   NOT BY 
PRODUCTION COSTS 

Traditionally,   Icelanders have viewed price as a function of 
manufacturing costs.    This is not unusual in an underdeveloped econo- 
my.    However it is financially disastrous in sophisticated economies 
such as the U. S. A.  and Western Europe.    This approach prevents the 
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Icelander from realizing the full market potential from his prouucts. 
It allows others -- the "middlernan",  hold in contempt by some Icelan- 
dic cannera -- to reap the full benefit of Iceland's products. 

Our approach assumes the price is established by the market. 
The price will vary.    It will be influenced by the nature of the product. 
It will depend also on the image and social connotations of the product. 

The starting point of our analysis,  therefore,   is the retail 
price.     From this value are deducted retail and wholesale margins and 
duties.     The result is the manufacturer's c. i. f.   price.    A further de- 
duction of the transportation cost produces the f. o. b.  price.* 

Subsequent introduction of the variable cost of goods -- raw 
materials,   packing,   labour,   taxes,   etc.   -- and marketing costs 
leaves the contribution to profit and overhead. 

We have used various sources of information for these calcu- 
lations.    The shelf price for each item is based on a number of obser- 
vations in the particular market.    We ensured,   wherever possible, 
that the price was truly representative of its class.    Margins,   allow- 
ances and commissions are the result of interviews with members of 
the trade.    Tariffs and duties have been taken from current regulations 
in each country. 

Transportation costs have come from two sources.    Wherever 
possible we used quoted rates.    Where they did not exist,  or were un- 
reliable,   we calculated rates based on volumes,  frequencies and 
distances to markets. 

Variable production costs also came from two sources.    Initially 
we used data supplied by the canning industry in Iceland,    We then 
examined,  and in many cases revised,  these costs in view of our ob- 
servations of plants,   processes,   fishing and production methods.    Raw 
material costs were analyzed in a similar manner. 

Appendix   \   contains the Profit Contribution Analysis sheets which 
illustrati- the sfep-by-step approach. 
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Marketing costs depend on the nature of the product: gourmet, 
value-added or commodity.    In all cases,   the marketing cost repre- 
sents a decision to spend at a certain level for advertising,   promotion, 
etc.    !t does not result from physically moving goods to the market. 

C. P.O. fi.   IS CALCULATED FROM THE .HîELF PRICE 

Profits are provided by the ultimate consumer who buys the 
product,   not by the manufacturer.    Therefore,   analysis of the profit- 
ability of each product must start with the retail shelf price,  not with 
the manufacturing price plus a small percentage.    Only for commodity 
products witt) no marketing margin can profits be estimated from 
production costs. 

In this section we review all those factors between the shelf 
price? and the f. o. b.   receipts to the Icelandic producer. 

1.      Shelf Price 

We obtained realistic shelf prices from visits to 
typical stores in each major market in the four 
principal countries.    In addition we interviewed 
key brokers,  buyers and importers.    Again,  we 
paid special attention to the different grades of 
product notably gourmet,  value-added,   and comm- 
odity.    The more important products and prices 
are listed in Table 14.    This list is not all inclusive. 
We obtained prices for other products and other 
markets.     However,   these products and markets 
should dominate the market strategy for the Icelandic 
industry. 

The importance of "gourmet" grades is obvious. 
Although the added production cost,   as shown in a 
later section,   is negligible the price is substantially 
higher.    Virtually all of the higher price represents 
added profit. 

- 64 - 

»TIVINSON ft KÏLIOOO. LTD. 



V 

TYP 

TABLE 14 

[CVF SHELF PIUCFSOF C 
IN VARIO! S MARKE 

(FRIC F IN $   F. S.   PFR < 

ANN KD FISH 
TS 
CAN) 

l'KODl'CT 

l.l'Ml'FISII 
CWIAIt 

SIZ F 

 . _~ ,. CDFNTH Y                                          _ 

(Hl AD F F. S. A. F.K. FRANC F GERMANY 

2 oz Gourmet 
Value-Added 

.69 

.49 
.75 
.59 

.89 

.65 
.59 
.31 

SIFI) 
SVKDTNKS 

3-3/4 oz Gourmet 
Value-Added 
Commodity 

.99 

.49 

.27 

.33 

. 19 

.13 

.43 

.25 

.17 

.59 

.19 

IIFRRING 

I'lD-lilTS 

IIFRRING 
FILLETS 

3-3/4 oz 

6-3/4 oz 

Gourmet 
Value-Added 
Commodity 

.55 

. 39 

.29 

.43 

.29 

.19 

.47 

.33 

.25 

.63 

.47 

.35 

Gourmet 
Value-Added 
Commodity 

.59 

.45 

.33 

.49 

.35 

.24 

.53 

.39 

.28 

.39 

.25 
".17 

SHRIMP 2-1/2 oz Gourmet 
Value-Added 

.59 

.39 
.69 
.49 

5-1/2 oz Gourmet 
Value-Added 

1.99 
1.79 

.95 

.75 
.79 
.61 

1. 19 
1.07 

I SHOOK 
IIUM'T 

10 oz Gourmet. 1.99 NO MARKET AT PRESENT 

COI) HOF 21 oz Commodity NO 
MARKET 

1.27 

j  

NO   MARK KT 
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2•     ^\ixligin on Shelf Price 

This is the return to the retailer for selling other 
producers' goods.    It is normally expressed as a 
percentage of the shelf price.    The wholesale price 
is the shelf price less this margin. 

Table 15 lists the margins which are generally accep- 
ted for the different category of product in the major 
markets.    The overlap between different grades of 
product arises from the different qualities found in 
each grade.    For example,  caviar -- always a prem- 
ium products -- commands a 40% margin in the U. K. 
Sardines,  on the other hand,  earn only a 30% margin 
-- even in the gourmet class.    Specific margins have 
been applies to each product grade in each country 
according to the latest information from trade sources. 
The.;e specific values are shown in the worksheets in 
Appendix A. 

TABLE 15 

NPH MAI, UKTAH, MAIUHNS 
ON CAN N FOD FISH   \NÏ) PRODUCTS 

(Percentage of Shelf Price) 

KODl'CT GUADI«: 

Gourmet 

Value-Added 

Commodity 

ti. S. A. 

33 of. 

28 -  33-1/3' 

17 /o 

U.K. 

30 - 40% 

23 -  35% 

15 ¡6%, 

FRANCK 

30% 

19% 

G HlUI AN Y 

35% 

25% 
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As the product moves from the dock at the port of 
entry to the retailer it incurs three basic costs: 
allowances,   importer and broker commissions,   and 
import duties.    All are calculated on the basis of the 
c. i. f.  price. 

a. Allowances 

This cost represents an allowance to the importer 
for prompt payment.    Typical terms are "2% 
10 days,  net 30".    In practice we find this results 
in an average cost of about 1. 5% of the c. i. f. 
value. 

b. Importer and Broker 

In 

In 

Commissions to importers and brokers vary, 
the V. S. A.  they range from V« of c. i. f. for 
commodity class products to 7"', for gourmet, 
the If. K.   they range between 7"o and 12%.    In 
France and the German Federal Republic the 
costs are 8 - 10"!. and 5 - 8% respectively.    The 
values attributed to each product in our worksheet 
are based on the results of interviews with trade 
authorities.    In practice,   at the time of launching 
a product these commissions will be negotiated. 
They will depend on test market results as well 
as on the extent of the promotional programme of 
the Icelandic canners. 

c.     Tariffs and Duties 

Again there are wide variations between products 
and markets.    Latest regulations in each of the 
four countries are summarized in Table 16. 
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TABLE 16 

VFíll 1 S  \NI) DUTIES LEVIED ON IMPORTS 
OF FISH ANI) PRODUCTS 

("o of e. i. f.   Price) 

PHODUCT 

Lumpfish Caviar 

Süd Sardines 

Herring Products 

Shrimp 

O od Roe 

Brook Trout 

II. S. \. 

2An:, 

30 

10 

10 

12 

COUNTRY 
U. K. 

30% 

7.5 

10 

FRANCE 

22 

C; PR M AN Y 

18.8 

4-     TL}— SP.°r t;x tion ^ °s t s 

We have developed transportation costs on the assump- 
tion that all exports of canned fish will be routed 
through one port.    In this way Iceland can offer a 
shipping company a profitable load.    In turn this will 
ensure a dependable service to the major mai kets. 
Allowing 40 cents per 100 lbs for transportation and 
warehousing in Iceland,   we estimate that the total 
transportation and wharfage costs to each market 
will be: 

To Germany 

U.K. 

$1.94 per 100 lbs 

$2. 13 

- 68 - 

STEVENSON a KELLOGG.LTD. 



•tep"*^—^^^"-É,*^r*-V 

France -        $ ¿. 67 

If. S. A. -       $4.27 

r>-     Calculation of f. o. b. Price 

The f. o.b.  price results from deducting all the above 
costs from the shelf price.    It is especially significant 
in calculating contribution because it represents the 
net earning of foreign exchange by each product.    Even 
though a product may not earn a profit in the accounting 
sense it may still earn foreign exchange to improve the 
balance of payments. 

The f. o. b.  values for the major products in the major 
markets are summarized in Table 17. 

This table is not complete.    It does not show all 
products and all grades in all markets.    The reason 
-- to focus attention on the most profitable markets. 
In subsequent analysis of profit contribution,  comple- 
mented by a qualitative assessment of the market,  we 
show that effort should be concentrated on these prod- 
ucts and markets. 

The importance of the American market is apparent.    Whenever 
there is a market for a product in the II. S. A.,  the return to producer, 
per case    is higher than from any of the other three markets.    Already 
this analysis suggests that a major re-orientation of the industry to- 
wards the U.S. A.  would be a rewarding move. 

r>.     rONZ!iLLLlTIION " T1IE RETItlN TO Tm: I'KoniTCKR 

The fish processor is motivated by financial return.    Earnings 
for the country,   while of general interest to him,   will not motivate 
him to invest or produce.    Therefore to develop a meaningful market 
strategy we will examine the contribution,   or cash return to the pro- 
cessor,  from promoting his products in the selected markets. 
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I 1.     Haw Material Costs 

In this .section we project Hie raw material costs which 
the Icelandic fish processing industry will face.    Our 
calculations and review reflect only the effects of in- 
creasing dem;ind on the available supply.   We have not 
introduced any allowance for world-wide or local in- 
flation.    Ml our calculations are in terms of 1969 
dollars. 

Our calculations of these costs are based on many fac- 
tors.    In some instances we have depended heavily on 
knowledgeable people in Iceland.    In other cases we 
have examined the entire raw materials "system" in 
detail in order to synthesize the cost data. 

a.      Sardines 

Sardines are now caught and processed at only 
two locations in Iceland -- Sudavik and Akureyri. 
In both places the sardines are caugnt in small 
boats operating in teams of two,   sometimes three. 
The sardine season lasts for about 10 weeks from 
mid-June until August. 

Sardine fishermen are independent.    They sell the 
fresh sardines to the canning plant at an agreed 
price.    In 1969 the price was about $54 per ton. 

Plant capacity at Akureyri is about 25 tons per 
week with present facilities on one shift.    As the 
demand increases up to the limit of the available 
raw material -- about 2500 tons --it will be nee- 
essary to freeze the sardines and hold for later 
production.    This can be done without affecting 
the quality. 

Surplus freezing capacity exists in Iceland.    No 
additional capital investment will be required to 

72 - 

STEVENSON ft KC HOGG. LTD. 



freeze the sardines.    The actual cost of freezing 
will depend to some extent on local depreciation 
policies and on the cost of capital.     However, 
assuming reasonable utilization of the freezing 
plant we anticipate the cost of freezing will be 
about $ 16 per ton.    Icing the sardines prior to 
freezing would add a further $6. 

Another factor will affect raw materials costs as 
production grows -- transportation.    Increasing 
demands could be met only by catching sardines 
in other fjords.    The resulting transportation costs 
might average $ 10 per ton. 

Thus we expect the costs of sardines going into 
processing to be: 

Landed Cost $54 
Icing $   6 
Freezing $16 
Transportation $10 

$86   per ton 

b.      Herring 

Associated Canneries assumed a price of $ 30 to 
$ 34 per barrel of salted and spiced herring in 
developing their financial plan.    Since then the 
shortage of herring has boosted the price to over 
$60.    And,  there is little indication of an early 
decline. 

Prices of herring are established by a price com- 
mittee.    There is no individual negotiation between 
canning companies and fishermen. 

In planning a market strategy for canned products, 
two aspects influence the price that the canners 
may have to pay for herring: 
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to Raining entry to a developed,   consumer- 
oriented market,   the supplier must indicate 
his intention to supply that market continu- 
ously -- regardless of variations in the price 
of raw materials or in their availability. 

Canners are in competition with other users 
for Icelandic herring.    We believe the free 
market laws of supply and price should gov- 
ern the allocation of raw material between 
users.   Consequently,  if the canneries wish 
to build up and support a market for canned 
herring tid-bits they must be prepared to buy 
herring at the going price.    If the industry 
is not profitable at these higher prices it must 
decide whether it is prepared to develop a 
market.   The alternative strategy is hit-or- 
miss selling of canned herring as a commodity 
whenever the price falls low enough to enable 
Iceland to compete. 

The greatest return results from controlling the 
market.    This implies branded,  value-added 
products.    Therefore,   we have assumed in our 
analysis a raw material price of $60 per barrel 
(100 kgs) for tid-bit production.    If the price falls 
profits will, of course,  be greater. 

Herring fillets are produced from fresh or frozen 
herring.    The price for fresh herring is fixed by 
the industry pricing board.    Curently it is kr. 6. 50 
per kilogram round weight (equivalent to 3. 35 cents 
per pound).   However,  because of the current short- 
age we foresee the possibility of prices increasing 
to 8 or 9 kr. (4. 5 cents). 

The majority of the catch will be frozen.    Only in 
this way can the canning plant level out the fluctu- 
ations in landings and also assure a steady supply. 
I-Ycezing costs above 1 cent per pound.    Thus the 
cost going into processing averages 5. 5 cents. 
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Assuming an overall plant yield of 40 - 45% (48 - 55% 
at the filleting machines) the cost of the herring fillets 
is just over 13 cents per lb.  (28. 8 cents per kilogram). 
This is the raw material cost we have used in estima- 
ting the profitability of herring fillets.    This is a con- 
servative figure.    If herring prices stay at present 
levels,  and if minimal freezing is necessary,  this 
cost will be closer to 10<? per lb. 

c. Shrimp 

The present shrimp catch is much below its pot- 
ential.    Catching is confined to the fjords.    The 
season lasts for only six months.   Quotas are in 
effect.    The result is a current price of about 
$. 135 per kilogram or $ 135 per ton. 

If the market for shrimp is to be exploited a 
much larger catch is essential.    This means 
fishing in more distant waters: in turn larger 
boats.    If these boats catch shrimp only,  a fair 
return to crew and owners will require a price 
of $ 186 per ton.   On the other hand,  spreading 
the fixed costs over other species: scallops, 
clams,  squid,  etc.  would provide a reasonable 
return at $ 140 per ton. 

We have assumed the growth of the industry will 
generate a demand for these other species.    A 
raw material price of $ 140 per ton is the basis 
of our analysis.    This is equivalent to about $780 
per ton when peeled,  assuming about 18% yield. 

d. Lumpfish Roe 

Lumpfish are caught exclusively for their roe. 
Production and sales have been on a relatively 
minor scale to-date.    The potential market in 
the U. S. A.  and U. K. point to a substantial in- 
crease in the demand for roe.    How will this 
affect the price? 
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In 1969 exports were just over 1000 metric tons. 
The price was $623 per ton.    The previous year, 
when exports were only 764 tons,  the price was 
$556.    Part of this increase is attributable to in- 
flation.     But,   the greater demand is a contributor. 

The market for lumpfish caviar in the I J. S. A.  and 
U.K.   -- 410,000 cases -- is equivalent to 550 tons 
of raw material.    If Icelandic canners are to buy 
this amount,  and overseas companies to buy their 
normal quantities in order to retain their markets, 
the price will rise to a new level sufficient to 
produce a greater catch. 

We do not have sufficient data to develop the com- 
plete supply curve.    However an assumption of a 
linear relationship suggests that the additional de- 
mand might push the price up to about $760. 
Again,  this is a conservative figure. 

e. Cod Roe 

Fish filleting plants extract the roe during Feb- 
ruary,   March and April.    They then freeze it and 
sell as required to the canning plants.    If neces- 
sary,  carefully frozen cod roe can be kept for up 
to two years without deteriorating. 

Consequently we do not envisage any shortage of 
cod roe.    Also,  the increased demand resulting 
from Iceland's gaining a share of the U. K. mar- 
ket is relatively small. 

The current price for cod roe is about $ 250 per 
ton.    We will assume no change in this figure. 

f, Brook Trout 

It is difficult to predict the price of this material. 
Executives of Associated Canneries have estimated 
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a price of $ 320 per metric ton.    However,   in 
order to obtain larger quantities -- seeding 
other lakes,   raising the lake temperatures,  etc. 
-- higher prices may be necessary.     \lso,  the 
high profitability of this item will support higher 
prices. 

We will therefore assume a price of $450. A 
lower actual price will mean correspondingly 
greater profits. 

In summary,  we will assume the following prices 
in preparing profit forecasts: 

Sardines 
Herring 
Herring  Fillets 
Shrimp 
Lumpfish Roe 
Cod Roe 
Brook Trout 

$ 86 per ton or 8. 6? per kg. 
$600 per ton or 60? per kg. 
$290 per ton or 29? per kg. 
$87 0 per ton or 87? per kg. 
$ 760 per ton or 76? per kg. 
$250 per ton or 25? per kg. 
$450 per ton or 45? per kg. 

Other materials are used in addition to fish.     But, 
they are less important.     They include sauces, 
seasoning and preservatives.    For this reason the 
raw material cost of gourmet grades is higher than 
the commodity grade.    The difference reflects the 
cost of these non-fish additives.    Using these values 
we obtain the raw material cost for each major 
product (Table 18). 

2.     Packaging Material Costs 

Actual packaging material costs will be known only 
when ihe final package is adopted,    it,   in turn,   will 
be the result of market tests.    This is especially 
true of the high margin gourmet items. 
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TABLE 18 

RAW MATERIAL COSTS FOR MAJOR PRODUCTS 
($  H. S   PER    CAN /J All) 

r                      ~~~      ' 

siz K 
GRADE 

PRODUCT (¡OUR AI FT VALUE-ADDED COMMODITY 

Lumpfish Caviar 2 oz .047 . 037 
100 grms .082 .062 

Siiti Sardines 3-3/4 oz .040 . 033 .019 

Herring Tid- Bits 3-3/4 oz .099 .089 .079 

Herring Fillets 6-3/4 oz . 110 .090 .072 

Stirimp 2-1/2 oz .062 .052 
5-1/2 oz . 132 . 112 

Brook Trout 10 oz . 170 

Cod Roe 21 oz . 144 

TABLE 19 

I1 ACKAGING C 
($ 

OSTS FOR MAJOR PRODUCTS 
U.S.   PFR CAN /JAR) 

PRODUCT SIZ E 
(¡RADE 

GOURMET VALUE-ADDED COMMODITY 

Lumpfish Caviar 2 oz . 056 . 056 
100 grms .046 .046 

Sild Sardines 3-3/4 oz .051 .044 .031 

Herring  Fid-Bits 3-3/4 oz .030 .030 .030 

Herring Fillets 6-3/4 oz .040 .040 .040 

Shrimp 2-1/2 oz . 035 .035 
5-1/2 oz .035 .035 

Brook Trout 10 oz .082 

Cod Roe 21 oz 

-- - - — -i 
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However,   we have estimated packaging costs from a 
detailed analysis of existing products in each price 
category in each market. 

We have concluded that the costs shown in  Table 19 
are realistic. 

3.      Labour Costs 

The Icelandic fish canning industry is efficient.    This 
conclusion is based on a study of the operations at the 
five major plants.    In all cases we compared historical 
productivity data with figures from other plants in other 
countries.    In several plants we observed actual can- 
ning operations.   We studied both work pace,  methods, 
and the condition and use of equipment.    Throughout, 
plant operations reflected the owner's concern over 
productive efficiency. 

One of the factors contributing to both a good work 
pace and to accurate labour cost estimating is the in- 
centive plan.    However we did not accept the Icelander's 
estimates of labour cost without question.    For each 
major production line we examined alternative levels 
of staffing.    For each level we assessed the relation- 
ship between production and labour costs. 

The major processes are summarised briefly below. 

a.     Cod Roe 

i.      Fxtraction at fish processing plants, 

sorting,   separation,   washing,  salting, 
panning and freezing. 

ii.      Transportation into cold storage at canning 
plant. 
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iii.      Canning:   melt frozen blocks,   separate skin, 
add other ingredients,  fill cans, secure lid, 
transport to autoclave for co >king under 
pressure, 

iv.       Label,   pack in cases,   store in warehouse. 

b. Lumpfish Caviar 

i.       Barrels of lumpfish roe are bought from a 
number of plants and transported by road to 
the canning plant,  where they are chilled to 
5°C. 

ii.      The barrels are then opened,  and the caviar 
washed,  colour added and fed into the jar- 
filling machine. 

iii.      Simultaneously the jars have been washed and 
dried and fed into the jar filling machine. 

iv.      Jars are vacuum sealed,   closed, packed into 
a case and stored in a chilled atmosphere, 

c. Herring Tid-fiits 

i.       Headless herring is salted,   spiced and placed 
in barrels.   It is then allowed to cure for about 
6 months. 

ii.       After being delivered by road to the canning 
plant,  the barrels are kept in cool storage 
until needed. 

iii.       The barrels are dumped into a de-brining 
tank and the herring conveyed to the filleting 
tab1.'.    Offal is led off to empty barrels,  the 
filleted herring goes to the skinning table, 
and then to the tid-bit slicer. 
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iv. Tid-bits arc placed by hand into cans. After 
filling, the cans pass to the lid machines and 
to washing. 

v.       Packing and storage. 

d. Sardine 

Essentially the same as the herring tid-bit oper- 
ation. 

e. Herring Fillets,  Kipper Snacks 

i. Herring are landed, scaled, and conveyed 
either to the freezing room or the filleting 
machine. 

ii.       From three filleting machines the fillets are 
placed manually into cans.    Oil is metered 
into the cans which then go to the closing ma- 
chines. 

iii.      Curing in the autoclave is followed by a min- 
imum of 10 days storage.    The cans,   if in 
good condition then go to the wrapping machines 
and case packing. 

From these observations and analyses,   we believe 
that the data listed in Table 20 will reflect the labour 
costs of production at current wage rates. 

At one plant the labour cost is appreciably higher 
than the values in Table 20.    However,   we believe 
that this is at least partly attributable to the inter- 
mittent production during 1969.    As volume increases, 
we would expect the canning plants at least to equal, 
if not improve upon these figures. 
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TABLE 20 

ESTIMATED LATOUR COSTS OF PRODUCTION 
FOR MAJOR PRODUCTS 
($   U.S.    PER   CAN/JAR) 

#————— _—,  __ ., 
PRODUCT SIZE LATOUR COST 

Lumpfish Caviar 2 oz 
100 grm 

$.015 
.012 
. 040 Gourmet, V-A 

Süd Sardines 3-3/4 oz . 030 Commodity 

Herring Tid-Bits 3-3/4 oz .021 

Herring Fillets 6-3/4 oz .025 

Shrimp 2-1/2 oz .015 

Brook Trout 10 oz .062 

Cod Roe 21 oz .025 

4.      Miscellaneous Exp enses 

Other expenses are incurred in each plant as a direct 
result of production operations.    They include the 
various employee benefits:   summer vacation (7% of 
payroll),   sickness (1%),  payroll tax (1%),   holidays 
(12 days per year).    Another major category is sup- 
plies: oil,  electricity,  miscellaneous production 
supplies,  plant and equipment maintenance and so 
forth.    A third element is the export tax,   approxi- 
mately 2. 5% of the f. o. b.  value of goods. 
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A fourth element which should be included as a direct 
expense is plant overhead.    Primarily this consists of 
administrative personnel.    Typically,  we would en- 
visage a plant operating at full one-shift production to 
employ a proprietor-manager,   a plant superintendent, 
an accountant-bookkeeper and a secretary.    The salary 
cost for this group should not exceed $ 40, 000.   We 
will assume initially that each of the seven major 
plants would incur this cost.    However,  as the industry 
develops,  some rationalization will occur,   with conse- 
quent savings. 

It is difficult to attribute these expenses directly to 
production on any logical basis.    Employee benefits are 
proportional to hours worked.    Export tax depends on 
the volume of sales.   Plant and equipment maintenance 
is,  to some extent arbitrary.    It is also related to the 
level of production.    Administrative overhead is largely 
fixed.    However,   we can assume that the administrative 
staff is only employed and paid when the plant is opera- 
ting.    Under this assumption,  overhead,  as well as 
other miscellaneous expenses can be treated as being 
proportional to the direct labour cost. 

Analysis of these costs for a number of the Icelandic 
plants shows that they range between 55% and 65% of 
the direct labour costs.    We will assume that the 
upper,   conservative,  value is appropriate for most 
products in our analysis. 

5.     Marketing Costs 

These costs reflect promotional and advertising effort 
to pull the products through the distribution channel. 
The amount varies but in all cases it represents a de- 
cision by management.    It will be greatest for high 
profit gourmet items.    It will be minimal for commo- 
dity grade products. 
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Optimal promotional tactics can be defined only when 
test market results are available.    They will vary 
with the state of competition,  the development of the 
market,  Mid tradition or custom in each market. 

At this stage,    we believe that a target level of ex- 
penditure should be: 

Gourmet 

Value-Added 

Commodity 

3% of the c. i. f. price 

1. 5% of the c.i. f. price 

0. 5% of the c.i.f.  price 

E. 

These targets are based on our recently conducted 
interviews with fish marketing and distribution 
specialists.    They are also consistent with our ex- 
perience in marketing a variety of food products in 
the North American markets. 

E STIMATE N^NTTUHUTTç^. OF EACH PRODUCT IN 

"KACTTMäRKET 

Summarizing the results of the above analyses we obtain the 
contribution shown in  Fable 21.    This list includes all the more 
profitable products and markets which we have identified and analysed 
in detail.    It also includes all those products which could be sold un- 
der an "Iceland" brand. 

However,  additional sales are possible under co-packing agree- 
ments with firms such as Jota West.    Hie return to the Icelandic 
canneries is not great.    We would expect the f. o. b.  price to yield 
about 15 - 20 cents profit per case (of 24 - 3-3/4 oz or 6-3/4 oz cans). 
In this case the cost should include a fair allocation of overhead 
Superficially such sales may not return much profit.    However,  they 
do improve the cash now (profit plus non cash expenses and fixed 
overhead allocation) and they augment Iceland's earnings of foreign 

exchange. 
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in the next chapter we will examine how Iceland's available 
ateríais and resources should be allocated to these products and 

markets. 
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VI 

MARKET STRATEGY - MAXIMIZING THE RETURN 

A.        INTRODUCTION 

The Icelandic fish canning industry can select from four basic 
strategies: 

1. Commodity products versus value-added products. 

2. Gourmet products versus standard products. 

3. Sale for cash versus barter. 

4. Country versus country. 

These alternatives are not mutually exclusive.    The best strat- 
egy so combines them that profits are maximised. 

The starting point in developing a strategy is the contribution 
which each product will earn in each market.    The most profitable 
products are allocated to the most profitable markets until they have 
gained the target or maximum share of market.   Remaining items are 
then allocated to the next most profitable market -- and so forth. 
The process continues in this way until   all of a product is assigned 
to a market,  or until productive capacity is exhausted. 

Table 21 highlighted two important factors.    The first is the 
importance of gourmet products.    The second is the relative super- 
iority of the North American market.    Thus,  an essential feature of 
Iceland's market strategy must be to capitalize on the gourmet mar- 
ket.    This is especially important in view of Iceland's limited resour- 
ces: low unit profit cannot be offset by high volume. 

The importance of the gourmet market has other implications. 
Product entry must be supported by extensive testing: testing of the 
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concept,  the taste, the package,  the price, advertising and sales 
promotion.    Also, once launched, products must enter each market 
with a "line" of products --at least three initially,  subsequently 
others as the market develops.    Thus in developing a strategy for each 
country we are concerned not only with the contribution from individual 
products.    We must select at least three products which can be promo- 
ted together. 

Analysis of each market -- both from the viewpoint of profit 
contribution and development -- suggests the following: 

U. S. A. 

Lumpfish Caviar 

Sardines 

Shrimp 

Herring Fillets 

Brook Trout 

U.K. 

Lumpfish Caviar 

Sardines 

Herring Fillets and Tid-Bits 

FRANCE 

Herring Fillets and Tid-Bits 

Sardines 

Caviar 

Shrimp 

Cod Liver 
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1 GERMANY 

Herring Tid-Bits and Fillets. 

I 1 Herring fillets are included in the U. S. A. market although 
their contribution would not be as high as in the United Kingdom. 

j The reason lies in this product having a very large potential in the 
American market.    Furthermore,  this potential is available to 
Iceland if it successfully introduces and promotes the right product. 

The second factor influencing market strategy is the size of the 
market and the share which Iceland can secure. 

a       MARKET SHARE AFFECTS BEST PRODUCT MIX 

The share of each market which Iceland can expect depends on 
many factors.    The most significant are: 

number of competitors 

size of market relative to the capacity of suppliers 

the state of development of the market 

the nature and extent of promotion and avertising 
by competitors and by Icelandic canners 

the attitude towards Icelandic suppliers 

the willingness of a supplier to maintain a steady 
supply of his goods to the market,  despite temporary 
shortages of raw materials 

the willingness to work with and support brokers, 
importers,   wholesalers and retailers in promoting 
a product 

| To-date Iceland does not enjoy a good reputation among fish 
product distributors.    This is discussed in Volume II.    However 
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we believe that by serving the market the way it wants to be served, 
Iceland can overcome the present negative attitudes. 

During our in-depth interviews in each major market we paid 
especial attention to those factors influencing market share.    Based 
on the results of these interviews we estimate that Iceland can gain 
the share of market shown in Table 22 for its major products.    In 
most countries,  for most products we see Iceland gaining between 
2 and 5% of the market.    But, there are exceptions.    Lumpfish caviar, 
subject to effective product design,  packaging and promotion, should 
gain upwards of 25% of the U. K.  and U. S. A.  markets.    Brook trout 
is a unique product.    It will make its own market.    We fully expect 
its sales to be at least 40% of the existing market in the U. S.A. 
Even larger sales would result if more raw material were available. 

»erring fillet sales to the U. S. A. are also projected at a much 
higher level.    Again, this is because we believe Iceland can develop 
this market.    Little or no effective promotion exists at present.    The 
market is very underdeveloped.    We expect that Iceland will make this 
market much larger than it is at present. 

Iceland also enjoys a substantial part of the United Kingdom's 
market for cod roe.    At present it  is over 20%.   We believe that with 
the added benefit of co-packing contracts this high share should be 
maintained. 

The market shares and volumes in Table 22 are an immediate 
target.    We see the sale of Iceland's products reaching these levels 
in the third year after a decision has been made to enter the market. 
Further growth would occur in the fourth and fifth years. 

We have omitted the estimated market share for some products 
in some markets.    Typically caviar,  sardines and shrimp in France 
and the Federal German Republic,  herring tid-bits in the U. S. A., 
and trout in the U. K., France and Federal German Republic.    In 
most cases the reason is the same:   there is a scarcity of the product. 
All available production should be directed to the U. S. A.  and to a 
lesser extent,  the United Kingdom.    Herring tid-bits are an exception. 
They have been omitted from the American market because of the 
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TABLE 22 

ESTIMATED SIZE OF MARKET FOR ICELANDIC GOODS 

Limited by available supply of raw material 

Product Market 
Standard 
Case 

Estimated 
Total Market Estimated 

Icelandic 
Share 

Estimated Market for 
Icelandic Products 

Tons 
(000's) 
Cases 

(000's Cases) 
Total Branded Co-Packer 

Lumpfish 
Caviar 

U.S.A. 
U.K. 
France 
Germany 

24-2 oz. 
24-100 grm. 
Jars 

1,500 
500 
500 
500 

1,100 
180 

33% 
25% 

365 
45 

290 
35 

75 
10 

Sild 
Sardines 

U.S.A. 
U.K. 
France 
Germany 

24-3 3/4 oz. 
Cans 

40,000 
23,000 
43,000 
10,000 

16,000 
9,000 

4%* 
2%! 

640 
180 

480 
100 

160 
80 

Herring 
Tid-Bits 

U • £>• A« 

U.K. 
France 
Germany 

24-3 3/4 oz. 
Cans 

2,500 
800 

2,500 
55,000 

1.272 
1,000 

22,000 

1% 
5% 

8 1/2% 
1% 

65 
84 

200 
63 

160 
21 
40 

Herring 
Fillets 

U.S.A. 
U. K. 
France 
Germany 

23-6 3/4 oz. 
Cans 

2,000 
1,200 
2,500 

60,000 

443 
265 
550 

13.000 

28% 
5% 

6 1/2% 
1% 

125 
14 
36 
21 

42 
9 

27 

83 
5 
9 

21 

Shrimp U.S.A. 
U.K. 
France 
Germany 

24-2 1/2 oz. 
24-5 1/2 oz. 
Cans 

10,000 
2,500 
6,000 
3.400 

6,000 
675 

3%* 
3%* 

180 
20 

120 
11 

60 
0 

Brook 
Trout 

U.S.A. 24-10 oz. 
Cans 

100 15 40% l 4.16 4.16 

Cod Roe U • K. 100-21 oz. 
Cans 

2,000 35 20% 7 3 4 
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difficulty of entry.    This market has been over-exposed to herring 
tid-bits.    Shelf space is at a premium.    Consequently it is not in Ice- 
land's interest to attempt to enter a market with a product already in 
over-supply. 

C.        THIS PRODUCT MIX WILL YIELD ANNUAL PROFIT 
CONTRIBUTION OF MORE THAN 3 MILLION DOLLARS 

Development of a market takes place gradually.    In projecting 
Iceland's entry into each market we have assumed the following 
sequence of activities: 

Year 1 

Year 2 

Year 3 

Year 5 

Product Research and Testing 

Test Marketing 

Product Launch 

Maturity 

During the first year some profits would be generated from co- 
packing agreements and from a continuation of existing sales patterns. 
This will include lumpfish caviar to France,  cod roe to England,  and 
co-packed kipper snacks for Bjelland A. G.  (Norway). 

The second year will be used for test marketing products and 
concepts developed in the first year.    Some revenue will be generated. 
However,  the owners of the plants should not expect to withdraw divi- 
dends during this period. 

The third year is the first year of aggressively promoting and 
selling branded products.   In this year management will begin to 
realize the substantial profits which we anticipate.   The fourth and 
fifth year will see continued gradual growth towards a mature market. 
During thi;j period new products will be tested and introduced to take 
full advantage of all Iceland's resources.    Many of these products can 
not be anticipated at this stage.   In a later chapter (Volume II) on setting 
market priorities we discuss some ideas which should be tested. 
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I 
I 
I Branded products in the gourmet and value-added category are 

the key to profitable market development.   If Iceland's canner s adopt 
. this approach we project the contribution in the third year to be in 
I excess of $3-1/? million.    Earnings of foreign exchange will be at 

least $ 10 million. 

A summary of the projected earnings,  country-by-country is 
presented in Tables 2 3 to 26.    We should point out that in each case 
the third year represents the third year in each specific country.    The 
results are not necessarily additive therefore.    For example,  if prod- 
uct research and testing were to begin in the U.S.A. in 1970, the third 
year would be 1972.    But if a comparable program did not start in the 
U.K. until 1973,   the third year would be 1975. 

In these tables the volumes were taken from the market share 
estimates developed earlier.    The contributions per case were obtain- 
ed from Table 21 and the foreign earnings from Table 17 showing the 
f. o. b. price for each product. 

As would be expected this table highlights the importance of the 
Ö. S. market. Obviously Iceland's efforts should be directed, almost 
exclusively,  to this lucrative situation. 

D.       REMAINING PLANT CAPACITY SHOULD BE USED FOR 
CO-PACKING OTHER PRODUCTS 

The above marketing strategy should move about 47 million 
cans of fish products annually by the third year of entry to each 
country.    At maturity it will represent almost 60 million cans. 

In order to use all plant capacity we suggest that the remaining 
capacity be devoted to co-packing opportunies.    Based on an estimated 
1 shift capacity of 86 million cans there is ample capacity for items 
such as cod liver,  fish balls,  fish loaf,  clams and clam chowder. 

The margin on co-packing is small.   We would expect it to 
average about 1/2 cent per can.   On this basis the additional profit 
contribution would be a further $200, 000. 
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I 
TABLE 23 

ESTIMATED CONTRIBUTION TO PROFIT AND FOREIGN EXCHANGE 
EARNINGS IN THIRD YEAR 

I MARKET:   U.S.A. 

m 

I Product 
Product 
Type 

Volume 
Cases 

Contribution 
Per Case 

Total 
Contribution 

Foreign 
Earnings 
Per Case 

Total 
Foreign 
Earnings 

Lumpfish 
Caviar 

Gourmet 
Value Added 
Co-Packed 

203,000 
87,000 
75,000 

$4.86 
2.32 
0.96 

$988,000 
202,000 

72.000 

$8.16 
5.71 
3.75 

$1,655,000 
498,000 
281,000 

Sild 
Sardines 

Gourmet 
Value Added 
Commodity 
Co-Packed 

80, 000 
158,000 
237,000 
158,000 

7.02 
1.84 
0.83 

.09 

562,000 
291,000 
193,000 

14,200 

11.08 
5.30 
3.20 
2.44 

886,000 
836,000 
7 58,000 
385,000 

Shrimp Gourmet 
Value Added 
Co-Packed 

40,000 
60,000 
80,000 

4.60 
2.23 
.25 

184,000 
134,000 
20,000 

7.77 
5.07 
2.93 

310,000 
304,000 
234,000 

B rook 
Trout Gourmet 4,160 16.50 68,600 25.72 107,000 

Herring 
Fillets 

Gourmet 
Co-Packed 

42,000 
83,000 

2.64 
.15 

110,500 
12,400 

7.44 
3.80 

312.000 
315,000 

Total Contribution to Profit $2,852.000 

Total Earnings of U.S. Exchange $6,881.000 
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ARRET:   U.K 

TABLE 24 

1NTRIHUTION TO PROI nr AND FOREIGN EXCHA 
ID YEAR 

NGE 

M 

EARNINGS IN THII 

Product 
Product 
Type 

Volume 
Cases 

Contribution 
Per Case 

Total 
Contribution 

Foreign 
Earnings 
Per Case 

Total 
Foreign 
Earnings 

Lumpflsh 
Caviar 

Gourmet 
Value Added 
Co-Packed 

15,000 
20, 000 
10,000 

$3.54 
3.13 
.90 

$53,000 
63,000 
9,000 

$7.30 
6.28 
3.96 

$109,500 
125,500 
39,600 

Süd 
Sardines 

Gourmet 
Co-Packed 

100, 000 
80, 000 

.43 

.06 
43,000 
4,800 

4.29 
2.41 

429,000 
192,400 

Sii r imp Gourmet 
Value Added 
Co-Packed 

4,000 
7,000 
9,000 

2.95 
2.60 
.13 

11,800 
18,200 
1.200 

5.40 
4.81 
2.20 

21,600 
33,600 
19,800 

Cod Hoe Commodity 
Co-Packed 

3,000 
4,000 

48.27 
2.00 

144.500 
8,000 

77.68 
29.00 

233,000 
116,000 

Herring 
Tid-Bits 

Gourmet 
Value Added 
Co-Packed 

13,000 
32, 000 
20, 000 

1.80 
.59 
.15 

23,500 
18,800 
3,000 

5.86 
4.30 
3.55 

76,000 
137.500 
71,000 

Herring 
Fillets 

Gourmet 
Value Added 
Co-Packed 

2,000 
7.000 
5,000 

1.64 
.91 
.15 

3,300 
6,400 

700 

6.40 
5.06 
3.80 

12,800 
35,500 
19,000 

Total Contri bution to Profit $412,200 

Total Earnings of Sterling $1,671,800 
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TABLE 25 

FSTIMATED CONTRIBUTION TO PROFIT AND FOREIGN EXCHANGE 
EAR 

MARKET:   FRANCE 

NINGS IN THIRD YEAR 

Product 
Product 
Type 

Volume 
Cases 

Contribution 
Per Case 

Total 
Contribution 

Foreign 
Earnings 
Per Case 

Total 
Foreign 
Earnings 

Herring 
Tid-Bits 

Gourmet 
Value Added 
Co-Packed 

28,000 
35.000 
21,000 

$1.76 
.64 
.15 

$49,100 
22, 5O0 
3,200 

$5. 70 
4. 23 
3. 55 

$159,500 
148.000 
74,500 

Herring 
Fillets 

Gourmet 
Value Added 
Co-Packed 

12,000 
15,000 
9.000 

1.60 
.79 
.16 

19,200 
11,800 
1,400 

6. 36 
4. 95 
3.81 

76,300 
74,100 
34,400 

Total Contri bution to Profit $107,200 

Total Earnings of French Exchange $566,800 
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TABLE 26 

ESTIMATED CONTRIBUTION TO PROFIT AND FOREIGN EXCHANGE 
EARNINGS IN THIRD YEAR " 

MARKET:   GERMAN FEDERAL REPUBLIC 

Product 
Product 
Type 

Volume 
Cases 

Contribution 
Per Case 

Total 
Contribution 

Foreign 
Earnings 
Per Case 

Total 
Foreign 
Earnings 

Herring 
Tid-Bits 

Gourmet 
Co-Packed 

160,000 
40.000 

$3.39 
.15 

$542,000 
6.000 

$7.50 
6.27 

$1,200,000 
250,000 

Herring 
Fillets 

Co-Packed 21.000 .15 3,000 3.80 80, 000 

Total Contribution to Profit $551,000 

Total Earnings of German Exchange $1.530,000 
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E.        MAJOR EXPENDITURES WILL RE NEEDED TO 
INTRODUCE THESE PRODUCTS 

The key to a profitable earning industry is a gourmet and value- 
added capacity.    This is readily apparent from the analysis of contri- 
bution for each item in the previous chapter.    Co-packed products 
yield about 25 cents a case.    Icelandic commodity grade products also 
will do little better than break-even.    They will generate funds.    They 
will earn some foreign exchange.    But they vili never support a strong, 
viable industry which controls its market.   Gourmet and value-added 
products contributing several dollars per case are essential. 

However, gourmet and value-added products do not occur by 
chance.    Planning is necessary.   The product in all its forms:   concept, 
taste,  packaging,  price and promotion,  must be tailored to the needs 
of the market.    This requires a fairly costi} pre- and post-launch 
research programme.    It should include at least the following steps. 

1.     Pre-Launch - Year 1 

a.     Concept Test 

A concept test measures the degree of consumer 
acceptance (or lack of acceptance) of an idea on 
which a product or line of products is based. 
Normally a number of alternative ideas are devel- 
oped and translated into carefully prepared,  con- 
sumer-oriented statements.    The ideas are 
compared with one another and with the normal 
level of acceptance for the product class (if one 
exists).    The purpose is to eliminate product 
ideas that consumers reject.    No product devel- 
opment dollars are spent before the results of the 
concept test are known.    Thus,  costly product 
development is confined to those products with a 
high probability of acceptance. 
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b.     Product Tests 

This is the second step in bringing a product or 
line of products to market.    Actual product devel- 
opment has been undertaken.    In the eyes of the 
manufacturer,  the actual product and the product 
concept or idea conform to one another.    A limi- 
ted sample of the product is tasted by consumers 
to verify that the line corresponds to the tasted 
concept.    Any needed product modifications are 
then made,  and the product re-tested. 

The second stage of product testing is the "In 
House Use Test".    The product is placed in the 
heme in the form it will be sold.    A note descri 
bing the concept and carefully prepared directions 
for use are included.    The housewife then reacts 
to the market within the context of normal in-home 
usage. 

Additional modifications can be made,   if necessary, 
to bring the product more in line with the concept. 
Results at this stage usually give reliable indications 
of the product's ultimate acceptance. 

c. Brand Name Selection 

As with a products formula,  its name must reflect 
the concept on which it is based.    Both the Brand 
Name and Product Identification lend themselves 
to testing.    These tests reduce the risk of brand 
image conflicts and increases the chance of brand 
success. 

d. Package Design 

Packages should be designed by people operating 
in the environment in which the product will be 
sold.   Professional designers should use all 
available research knowledge about a product 
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and its position in the market.   Marketing objec- 
tives,  concept tests,  product tests and brand 
name research all contribute to their work.    From 
this background they will produce alternative de- 
signs for both individual products and the complete 
line. 

e. Package Design Tests 

"Image" and shelf and display impact are the cri- 
teria of package design. Tests should be carried 
out to see whether the package: 

is consistent with the product concept 

is visible and easily understood 

has sufficient shelf and display impact that it 
stands out from competing products 

f. Advertising 

Television,  radio and/or printed advertising may 
be used to support the product.   Again the empha- 
sis must be on supporting the product concept. 

g. Advertising Test 

Just as the concept,  product, brand name and pack 
age design lend themselves to testing,   so does ad- 
vertising.    And,  it can be tested before it is 
published or aired.    This will greatly reduce the 
possibility of failure.    Continued testing, once 
the advertising is in use, will ensure that it has 
the appropriate impact on the target audience. 

We estimate that the costs of these pre-launch activi- 
ties in the American market will be: 
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Concept Test $ 35, 000 
Product Test $ 48, 000 
Brand Name Selection $ 8,000 
Package Design (line and individ- 

ual items) $ 32, 000 
Package Design Tests $ 9,000 
Legal Fees $ 20, 000 
Advertising Design Fee $ 25, 000 
Advertising Tests $ 12,500 
Sales Promotion $ 30, 000 
Contingencies $ 50, 000 

$269,500 

Post-Launch (Test Market) - Year 2 

A test market in the second year is designed to be 
representative of the entire market.    It is the oppor- 
tunity to test -- on a repeat purchase basis -- whether 
the total product package designed in Year 1 meets 
the consumers' needs. 

We estimate the costs of test marketing to be: 

Legal Fees $   10, 000 
Advertising - media costs $ 100, 000 

- fee s $   60, 000 
Advertising tests $   12,500 
Sales promotion $   65,000 
Test Market Measurement $   60,000 
Contingencies $   23, 000 

- $ 330, 500 

We recognize that this is an expensive programme.    However, 
it is the most profitable in the long term,   and least risky in the short 
term.    It will prevent a waste of money on developing products which 
are not suited to the market.    It will prevent a costly build-up of 
inventories which can be sold only at liquidation prices.    On the 
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positive side it will enable the Icelandic industry to enter the market 
with a product which the consumer will buy.    Only in this way can 
valuable shelf space be retained in face of conflicting demands from 
other suppliers. 

F.        THE QUESTION OF RISK AND ALTERNATIVE 
STRATEGIES 

During a recent trip to Iceland we discussed these concepts 
with members of Associated Canneries Inc.    They were very concer 
ned about the "risk" associated with such a heavy marketing invest- 

ment. 

Certainly there is a risk.    But it would be discovered early in 
the concept or product testing stages.    Thus,  if there is any signifi- 
cant probability of the market not accepting high profit,  gourmet or 
value-added products,  it would be discovered early in the development 
program      The "loss" would be less than $ 100, 000.    Furthermore, 
a program could be set up under which funds for continued develop- 
ment are released only after a satisfactory result at each stage.    In 
this way a lender's risk is greatly reduced. 

However,  a more gradual program has its risks.    The more 

serious are: 

- inadequate design of product or line prevents pricing 
in the gourmet or value-added class.    This loss of 
margin is a very real cost. 

- A product or package design which fails to motivate 
the consumer to purchase.   Slow turnover would 
lead to buyers refusing Icelandic goods in view of 
pressure for shelf space from competing products. 

Despite these risks,  it is possible for Iceland to enter the mar- 
ket with a single line of products. 
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TABLE 27 

IN rRODUCJNG SINGLE T.TNK ppnn,,^ 

Market 

U.S.A. 

Product 

Caviar-Co-Pack 

Sardines-Co-Pack 

Shrimp-Co-Pack 

Brook Trout 

Year 3 
I Sales 

        Revenue 

75,000 

158,000 

80, 000 

4,160 

$284,000 

387,000 

234,500 

107,000 

Contr !n 

$ 72,000 

14. 200 

20. 000 

68, 600 

Year 5 

Cases 

Total U.S.A.  Market 

90,000 

177,000 

90, 000 

4,160 

Sales        r       "     — 
Revenue  | Contr'n 

$340,000 

434,000 

264.000 

107.000 

$ 86.400 

16,000 

22,500 

68,600 

$1.012.000   $174.800 

U.K. Caviar 

Sardines 

Shrimp 

Cod-Roe 

Herring Tid-Bits 

Total U. K. Market 

Total Sales f. o.b. 

Total Contribution to Profit 

$1.145.000    $193.500 

10,000 306,000 

80.000     193,500 

9,000 

7.000 

20,000 

5,000 

19.800 

348.000 

71.000 

19.000 

4.800 

1.170 

152,000 

3.000 

738 

$957.300   $170.700 

$1.970.300 

9.000     12,000 

85,000 

14,000 

7,360 

25,000 

7,000 

369,000 

205, 500 

30.800 

389,000 

88.600 

26,500 

10,800 

5, 100 

1.820 

170,000 

3,750 

1,030 

$1.109.400     $192.500 

$2.254,400 

$345. 500 
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1.     Introduction of Single Line Commodity or 
Co-Pack Products 

a.     U. S. A.   Market 

This market virtually demands promotion and 
advertising for value-added products.    If Iceland 
is unwilling to make this investment we see the 
product volumes in Years 3 and 5 (shown in Table 
27).    In the absence of promotion Iceland should 
concentrate on co-packing agreements.    It may 
be possible to enter the U. S. A. market with a 
value-added caviar.    However,  the lack of test 
market data will increase the difficulty of being 
"listed" in the major stores. 

We believe that the market for co-packed prod- 
ucts will be as great as in the high-promotion 
strategy.    Shrimp and sardines will be the basic 
product.    We do not see a profitable co-pack 
opportunity for herrings because the market is 
underdeveloped.    The large market in the earlier 
strategy resulted from Iceland's creating the 
market.    Co-packing will not do this.    Brook 
Trout will always command a premium price. 

b.     United Kingdom 

Cod roe and caviar appear to be the best products 
in this commodity and co-pack market.   Other 
products can be sold but it is questionable if they 
will generate much profit. 

Total sales to the U. S. A. and U. K.  will increase to $ 1, 970, 300 
in the third year and slightly in excess of $2-1/4 million in the fifth 
year.    Contribution to profit will range between $ 345, 000 and $ 386, 000 
out of which must be deducted the costs of the sales force, financing 
charges,  return on investment to the owners,  and the corporate costs 
of "Associated Canneries Ine". 
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Sales of caviar to France should produce an additional $350, 000 
revenue,  and $ 10, 000 net income.   Cod liver pâté should augment 
these figures still further. 

Shrimp offers additional potential to the Icelandic fishing indus- 
try.   There is a world-wide shortage of shrimp: virtually all available 
supplies could be sold in the U. S. market at upwards of $ 1 per lb. 

The quantity required for canning is small.    Eighty-nine 
thousand cases for the U. S. A.  and U. K. markets needs 380, 000 lbs 
of peeled shrimp.    The annual sustainable catch is estimated at 
1500 - 2000 tons landed weight: equivalent to between 550, 000 and 
700, 000 lbs peeled.    Thus at least 200, 000 lbs is available for sale 
as frozen shrimp at $ 1 per lb.    Estimated profit is slightly in ex- 
cess of 50C.    Thus additional revenue of $ 200, 000 and profit contri- 
bution of $ 100, 000 should be realized from the sale of frozen shrimp. 

The overall implications of this strategy,  compared with the 
high-promotion strategy,  are outlined in Chapter VIII - Cash Flow. 

G.       OTHER STRATEGIES EXIST 

Other strategies exist but most are a combination of the above 
two.   One which has some appeal to the Icelandic industry is based 
on heavy promotion of caviar only.    This reduces the investment in 
inventory and receivables - discussed in Chapter VIII.    However,  it 
results in negligible reduction in test marketing,  concept   and 
packaging testing costs.    One advantage of developing a complete 
line of products is that these market development costs are spread 
over many items. 

The one strategy whic'i promises the greatest return to Iceland 
is high promotion of branded products.    It has the advantage of 
developing a market which would enable the industry to operate close 
to capacity.    But capacity operations may require additional invest- 
ment.    Before comparing the cash flows of alternative strategies we 
will examine plant capacity in some detail to assess the need for 
capital investment. 
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PRODUCTIVE CAPACITY - THE ABILITY TO 
SUPPLY THE MARKE~T 

\,        INTRODUCTION 

Iceland's best strategy will create a total demand for over 
2  400 000 cases in the fifth year if all markets are developed simul- 
taneously.    This is equivalent to 59 million tins and/or jars annually. 

Can this be done with present facilities?   If not,  what investment 

is needed? 

In a previous chapter we examined the availability of raw ma- 
terial.    We found that a scarcity of certain species will impose a 
major constraint on the growth of the industry. 

Plant facilities do not represent the same kind of constraint. 
Needed equipment can be purchased.    Buildings and freezing plants 
can be constructed.    But,  such needs reflect a demand for funds. 
As such they must be included in any development plan« 

B.        RELATIVELY LITTLE INVESTMENT IS NEEDED IN 
HJCñT"AñD~EQUIP M ENT 

Fifty-nine million units is,  in aggregate,  within the limits of 
existing capacity.    However,  examination of specific products and 
plants shows a need for some additional capacity or re-arrangement 
of equipment. 

The following analysis is not final.    It is based on the present 
limited understanding of the market.    To illustrate -- we estimate 
that the demand for sardines will be about 800, 000 cases of 24 - 
3-3/4 oz cans.    The significant factor is the total demand -- 4-1/2 
million pounds of sardines -- not the size of can.    This can size 
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has been used as a standard for estimating profit and contribution. 
We are not saying that sardines should be sold in a 3-3/4 oz tin. 
The answer to the size and shape of tin will emerge in the pre-launch 
tests. 

The market may prefer sardines in a glass jar,  or in a 2-ounce 
tin.    Or,  maybe the shape is ill-suited to display on retail shelves. 
It may transpire that the tin should be cylindrical. 

Obviously, plant equipment selection should wait until after the 
results of the market tests.    No facilities should be purchased, nor 
equipment re-arranged at the present time. 

Despite this proviso,  some estimate of capital investment is 
necessary in order to project the cash flow and to estimate the need 
for financing.   Consequently we have assumed that existing package 
configurations are acceptable.    This is not an unreasonable assump- 
tion.    The containers now in use reflect current trade practices. 
They are fairly generally accepted,  and are reasonably compatible 
with present merchandising methods. 

In order to evaluate plant capacity in detail we will examine 
each product and associated production line in some detail. 

1.     Caviar 

The projected demand for caviar in five years is 
470, 000 cases of 24 jars: equivalent to 11, 300, 000 
jars annually. 

Two plants are now set up to process caviar.    Arctic 
Ltd.  at Akranes and the Langeyri plant can each 
produce 15, 000 jars a day.    This is based on a 
production rate of 2000 jars per hour. 

Very little equipment is required for this process. 
Opening and dumping the barrels of lumpfish roe, 
washing out and colouring and spicing the roe are 
essentially manually paced.   Greater throughput 
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would call for increased staff and,  at most,  extra 
washing tubs. 

The principal mechanical element,  and the major 
constraint is the jar-filling machine and vacuum 
seal - lid closing machine.   This bottleneck limits 
production at the present time to 30, 000 jars per 
day -- 7, 200, 000 per year. 

The additional production could be realized in two 
ways - run an extra shift or add one jar-filler, 
vacuum sealer machine.    The former alternative 
would require no investment.    Flowever,  we will 
assume conservatively that additional equipment is 
needed despite the assurance that the plants could 
work a second shift if necessary.    The installed 
cost of the new quipment will be about $ 8, 000. 

There is no problem of "peaking" in the production 
of lumpfish caviar.    Although the lumpsucker is 
caught during a very short season the roe is salted 
in barrels.    After a three month "ripening" period 
it could be held in cold storage for up to two or three 
years without deterioration.    Thus production can be 
spread throughout the year with obvious benefits in 
productivity and employee morale. 

2.     Sild Sardines 

The Langeyri plant and the K.  Jonnson plant in 
Akureyri together can produce 70, 000 - 3-3/4 oz 
tins of sild sardines daily.   At present they are set 
up for seasonal operation only: processing fresh 
sardines.    At the end of the sardine season the equip- 
ment is moved out of the processing line at the Langeyri 
plant to permit caviar production. 

Much of the work is manually paced.    Trimming the 
small herring and filling the cans -- both labour 
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intensive -- are performed by up to 58 girls working 
at continuous tables. Changes in output are control- 
led by reducing or increasing the number or girls. 

After filling,the cans go through the lid-closing ma- 
chine to precooking and sterilizing.   Subsequently 
marking and packing complete the process.    The 
goods are then ready for shipment to customers. 

Cans are made at the plant.    Lids are imported.    In 
both cases capacity far exceeds the expected demand. 

In order to increase production from the present capa- 
city of 17, 000, 000 tins yearly (240 working days) to 
19, 000, 000 -- the projected demand in the third year 
-- some minor changes will be necessary.    More 
space will be needed to allow sardine and caviar 
processing simultaneously.    This might cost up to 
$ 15, 000. 

Additional cooking capacity might be needed if 
production were to be limited to these two plants. 
Hcwever surplus lid-closing and autoclave capacity 
is available at Nordurstjarnan.   Consequently we do 
not envisage the need for any major investment in 
equipment. 

3.     Shrimp 

Icelandic shrimp is currently sold in the frozen form. 
Revenue approximates $ 1 per pound. 

Our research shows a profitable market for shrimp 
in other forms.    We estimate it to be almost 250, 000 
cases annually after five years -- equivalent to 
6,000,000   2-1/2 or 5-1/2 oz units.    The units may 
be whole shrimp in exotic sauces or spices, or it 
may be a pâté. 
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This uncertainty compounds the difficulty of estima- 
ting facility requirements.    However we will assume 
a complex process in order to be conservative in 
our analysis. 

The present frozen shrimp process has only one 
major equipment constraint -- the machine peeler 
capable of processing 7 tons of raw shrimp daily. 
Two such machines are installed at Langeyri.    Their 
combined output is 2. 8 tons per shift.   Other opera- 
tions are essentially manually paced.   These opera- 
tions include: 

a. Landing iced shrimp in boxes on wharf from 
boats. 

b. Transport into chilled room, maintained a few 
degrees above freezing. 

c. Transport to hoisting station where they are 
lifted and dumped into either of two peeling 
machines. 

d. "Peeling" which includes cooking,  passing 
through an inclined plane of peeler rollers, 
screening,   separating,   washing and dewatering. 

e. Trimming manually on a conveyor belt. 

f. Bagging,   weighing and sealing. 

Six million units corresponds to about 500 tons of 
shrimp.    Present capacity is equivalent to 350 tons 
based on a six month shrimp season.    The differ- 
ence could be processed entirely by hand -- including 
hand peeling --or could justify another machine 
peeler. 
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Subsequent operations might include:   mixing,  cook- 
ing,   vacuum sealing and/or lid closing.    In the ab- 
sence of specific product characteristics we cannot 
estimate processing needs.    However an allowance 
of about $ 35, 000 would provide for an automatic 
filler and an automatic autoclave.    This should cover 
all probable needs. 

4.     Cod Roe 

Two thousand 21 ounce cans per hour is the capacity 
of the present cod roe line at Langeyri.    The limit 
is imposed by the autoclave pressure cooker.    Other 
operations:   skin separation, mixing,  can filling and 
putting on the lid are carried out on a number of 
individual machines arranged in sequence.    Most are 
automatic, or semi-automatic.   Their capacity 
ranges up to 80, 000 per hour -- much above that of 
the autoclave. 

Subsequent operations: labelling and packing,   are 
manually paced.    Increased output could be obtained 
by adding extra personnel. 

Annual production of 7400 cases (740, 000 cans) rep- 
resents 370 hours production.   This is well within 
plant capacity.    No additional investment is necessary. 

5. Brook Trout 

Annual production, limited by a shortage of raw ma- 
terial,  of only 28 tons --42, 000 cans presents no 
problems.   Currently this product is produced in the 
"ORA" plant in Kopavogur.   Capacity is 10, 000 cans 
per day. 

6. Herring Tid-Bits 

Salted and spiced herring is allowed to cure in bar- 
rels for up to six months before being delivered to 
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the canning plants.    At the plant the barrels are 
stored in coolers at 5°C, for up to a year if neces- 
sary.    Thus the tid-bit production can be spread 
out to improve equipment utilization if necessary. 

The production process consists of the following 
operations: 

a. Remove barrels from storage, take off lids and 
tip contents into a wide tank. 

b. An elevating conveyor removes the herring from 
the spiced and salted sauces,  and dumps it on 
another conveyor leading to a filleting machine. 

c. Machine-fillet at up to 70 herrings per minute. 

d. Convey fillets to distribution conveyor supplying 
fillets to a number of girls removing the skin. 

e. Manually place skinned fillets in tray leading to 
the tid-bit cutter. 

f. 

g. 

h. 

i. 

.Slice herring fillets in the tid-bit cutter and con- 
vey to the can filling table. 

A can-feed and sauce-filling machine meters a 
small amount of sauce into each tin. 

Cans are conveyed to tid-bit filling table where 
they are loaded manually by up to 38 girls on 
incentive pay. 

Filled cans conveyed to an after-filling machine 
where they are topped off with more sauce and 
then stacked in trays 5-high. 

Pass cans into a can-lid locking machine from 
which they tumble into wash baths, and are then 
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elevated into a drying tunnel. 

k.     Pack tins manually into cartons. 

1.      Seal and transport cartons to storage. 

The capacity of this line at the ORA plant is 70 her- 
rings per minute.    This is dictated by the filleting 
machine.    Each can-lid locking machine will pass 
60 cans per minute.    Of the three machines,  only 
two are used regularly.    The third is a stand-by in 
case of emergency. 

Daily, one-shift production,  is about 100, 000 cans. 
A total annual demand of 360, 000 cases of 24 cans 
thus represents only 37 days' output.    Adequate capa- 
city therefore exists.    No additional investment is 
necessary. 

7.     Herring Fillets 

This process is not unlike herring tid-bit production 
except that fresh herring is the raw material.    The 
overall process consists of: 

a. Scale fresh herring. 

b. Freeze,  if necessary to smooth out surges in 
the catch landing. 

c. Machine fillet. 

d. Fill cans, meter in oil or sauce. 

e. Close and seal. 

f. Cook in autoclave. 

Again,  adequate capacity exists for an annual produc- 
tion of 5, 500, 000 cans.    The autoclave,  with a daily 
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Output of 60, 000 cans,  is the limiting facility.    The 
projected demand represents only about 100 days 
production. 

Thus,   in summary,  relatively little additional capacity is requir- 
ed to enable the plants to meet the projected demand.    In total the 
added investment is under $60, 000.    This is considerably less than 
the owners of the plants wish to invest.    However this desire reflects 
heir production orientation.    They are very concerned about produc- 

tion costs and efficiency.    This has resulted in very efficient plant 
operations and high employee productivity.    Consequently we strongly 
recommend that no additional investment be made in plant or equip 
ment unless necessary -- on an industry basis --   to meet market 
demands. 

ment. 
All available funds should be directed towards market develop- 
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VIII 

SUCCESSFUL MARKETING DEMANDS ORGANIZATION 

A. INTRODUCTION 

Successful marketing of Iceland's canned fish and fish products 
will not happen by chance alone.    It demands organization and effort. 

One of the major needs is a fundamental change in attitude to- 
wards the market.    Traditionally,   Icelanders view the market as a 
place to sell what they produce.    We suggest that they think of their 
plants as a means of producing what the market wants. 

This change has many implications.    The most important is that 
it will enable Iceland to obtain the maximum revenue and profit from 
the markets.   Contrast this with the present system in which the 
canners may realize only 40 cents profit per case,  whereas whole- 
salers and retailers receive many times this amount.    Our earlier 
analysis showed the importance of gourmet and value-added products. 
However successful production and marketing of these classes of 
goods requires a market-,not a production orientation. 

In this chapter we explore the impact of this change on the or- 
ganization of the industry -- both in Iceland and in the major markets. 

B.        PRESENT ORGANIZATION OF THE INDUSTRY 

At present the Icelandic fish and fish canning industry consists 
of many independent elements.   Where necessary,  industry or govern- 
ment boards intervene to regulate prices and/or maintain a balance 
between the elements.    Thus the fishermen are largely independent. 
The freezing plants are independent,  and, in most cases the canning 
plants are independently owned. 
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llowever,  the economic balance between independent fishermen 
and large freezing plants is maintained by pricing boards which set 
the price which the fishermen shall receive. 

Only in exporting have the members of the industry abandoned 
their independence.   Some years ago they formed two organizations 
to market frozen fish and fish fillets in the major markets.    This is 
functioning effectively and has enabled Iceland to maintain a reason- 
able volume of exports. 

Five of the major canneries,   viewing the export success of the 
freezing plants,  have agreed in principle to form an association -- 
Associated Canneries Inc.   Its objective is primarily to promote the 
exports of the five companies.    They have agreed however to allow 
other canneries to join the association should they so wish. 

Financing of Associated Canneries is to be largely through 
loans from international and domestic sources.    Security for these 
loans was to be equity stock of each of the founder companies.    In 
setting up Associated Canneries each of the five founders pledged 
49% of equity shares as share capital in the new company.    In addition, 
they agreed to lend the balance of their shares to the new company 
to be pledged as security. 

C.        TARGET ORGANIZATION FOR INDUSTRY 

In order to exploit effectively the markets in North America, 
Inited Kingdom and continental Europe we envisage the following 
organization structure (Figure 6).    We should point out that it repre- 
sents the operating structure, not necessarily the financial structure. 
However we believe that by identifying the key operating and manage 
ment positions,  and their responsibilities,  would-be sources of 
financing will ensure the necessary financial controls. 
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FIGURE 6 

TARGET ORGANIZATION STRUCTURE 
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CANNING PIAN TS 

The principle duties and responsibilities of these positions are 
enumerated below. 

1.     President 

The President is the chief operating executive of the 
marketing company.    His responsibility is to generate 
maximum contribution for the canning industry from 
export sales within policies laid down by the board. 
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líe is not to ensure that all plants are operating at 
similar levels, nor is he to ensure that production 
is allocated evenly between all plants.    These may 
result from his objective of maximizing profits, but 
they are not his objective. 

his distinction is especially important in view of the 
role of the canning plants in setting up "Associated 
Canneries Inc."   They see this organization initially 
as a means of increasing the sales of their existing 
product lines.    The initial prospectus indicated a 
fairly uniform increase in production among the plants. 
Uniform production levels may result from the opti- 
mal production-marketing plan,  but it is unlikely. 
The initial heavy emphasis on caviar and sild sardines 
appears to be of especial benefit to two of the five 
plants. 

It is important to realize that profits result from 
marketing and selling -- not from production.   Maxi- 
mum profit might result if only three of the five 
plants are operating.    The board of directors, heavily 
influenced by,  if not consisting of, canning plant 
owners must resist the pressures to allocated prod- 
uction uniformly.    Instead,  the financial structure 
and transfer pricing may be so devised that all 
profits accrue to the marketing company.   In this 
way they will accrue to canning plant owners in 
proportion to their investment rather than to their 
operating level. 

These responsibilities imply the following duties for 
the president: 

Establish annual and long-range marketing 
plans and export production requirements. 

Co-ordinate with governmental authorities to 
set and control high quality standards. 
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Obtain co-operation from Fisheries Research 
Institute in developing new formulae, testing 
new recipes. 

Participate with governmental authorities, in 
particular the Ministries of Fisheries and Agri- 
culture to develop policies to protect,  sustain 
and increase the yields of desirable species. 

Represent the canning industry in preparing sub- 
missions on the impact of specific tax policies 
and contemplated tax changes. 

Ensure thai marketing and production plans are 
co-ordinated and executed efficiently. 

2.     Vice-President - Marketing 

The responsibility of this position will vary some- 
what depending on the timing of entry to the U.S. A. 
and European markets.   We will assume however 
that the U. S. A. market will be the first target, fol- 
lowed about three years later by intensive develop- 
ment of the U. K. market. 

Primarily,the Vice-President - Marketing is respon- 
sible for developing marketing plans in each market 
area.    During the first year he will direct the pre- 
launch activities - concept tests,   product tests, etc. 
He will also develop co-packing agreements and 
select a sales manager for the U. S. market. 

In the second year he will direct the test marketing 
activities and maintain contact with potential custo- 
mers in anticipation of the product launch. 

Once the product is introduced,  the Vice-President 
- Marketing will be responsible for planning and 
controlling the marketing activities in all market 
areas.    This will include: 
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Establishing objectives with respect to product 
lines and market territories. 

Preparing the annual marketing plan,  including 
financial,  strategic and tactical components. 

Studying opportunities for new product lines, 
and new markets.    Makes recommendations to 
the President on such matters. 

Makes recommendations to the President on 
general pricing policies. 

Supervises and co-ordinates all activities relating 
to: 

pricing 

distribution 

advertising and sales promotion 

market planning 

sales budgets and expenses 

field warehousing and inventories 

3«     Sales Manager 

We see the need for two Sales Managers -- one for the 
U.S. A. ,  the other for Western Europe.    Their primary 
responsibility is to achieve volume objectives in their 
respective markets.    In addition,  they would: 

Execute relèvent segments of the marketing plan. 

Select, supervise and appraise brokers and im- 
porters. 
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4. 

Set quotas for brokers and objectives for impor- 
ters. 

Train broker and importers sales forces. 

Recommend sales policies. 

Establish a territorial coverage plan and review 
annually. 

Participate in the establishment of sales objectives. 

Call upon key supermarket,  departmental store, 
specialty store and institutional customers and 
prospects. 

Report product opportunities and problems. 

Maintain liaison with influential people such as* 
writers, editors,  home economists. 

Control sales expense. 

Production Co-ordinator 

The Production Co-ordinator assigns production to 
the various plants.    This is essentially a planning *• 
analytical position.    He will receive regular reports 
from the various canning plants on their capacity and 
incremental costs for each product class.   Armed 
with this information he assigns orders in such a 
way as to minimize costs.    In addition,  his duties 
include: 

,       Analyzing stocks of finished goods in Icelandic 
warehouses,  and ensuring these stocks are ade- 
quate for all expected demands from any market. 

Co-ordinating the movement of goods from each 
plant to a central shipping point to the market. 
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V 

D.        THIS ORGANIZATION WILL ADD $ 250, 000 TO OVERHEAD 
ANNUALLY. 

We estimate that this structure will impose an additional burden 
of $250, 000 annually.    However, these costs will be recovered several 
times from the higher marketing margin. 

Actual salaries will depend on the strategy adopted oy the Icelan- 
dic industry.    If it decides to concentrate solely on the U. S.  market 
the sales manager will be much more closely directed by the vice- 
president.   On the other hand,   entry to both U.S.   and European mar- 
kets will place greater responsibilities on the sales manager. 

The latter development will demand a higher salary.    Conse- 
quently we will adopt it as a basis for the financial plan.    The break- 
down of overhead costs is estimated to be: 

Position Salary 

President 25,000 

Production-Co-or dinator 10,000 

Vice-President, Marketing 50, 000 

Sales Manager,  U. S. A. 25, 000 

Sales Manager,   Europe 16,000 

Expenses 

25, 000 

10, 000 

50, 000 

25, 000 

20. 000 

Total 

50, 000 

20, 000 

100, 000 

50, 000 

36, 000 

TOTAL   ORGANIZATION   OVERHEAD      $256,000 

One apparent anomaly should be explained:   the higher salary 
for the Vice-President than for the President.    The President will be 
from Iceland and will live in Iceland.    His salary will be based on the 
Icelandic scale.    The Vice-President on the other hand must be inter 
national.    He will be one of the better marketing executives with an 
American background and equally familiar with the European scene. 
Such people are accustomed to much higher salaries than people 
resident in Iceland.    Furthermore it will be essential to pay this 
order of salary to attract the right man. 

Expenses cover office accommodation, secretarial assistance, 
automobile,  travel and entertainment expenses. 

- 122 

•TIVIMtON ft KILLOOO.LTD. 



p 
J 

^*^^^m 

IX 

CASH FLOW - THE MEASURE OF SUCCESS 

A.        INTRODUCTION 

Up to this point we have discussed several optional strategies. 
And,  there are others.    We now propose to examine the cash flows 
associated with four of the more attractive strategies.    This evalua- 
tion will guide the Icelandic fish canning industry in both selecting a 
strategy,  and in arranging the needed financing. 

The four principal strategies are: 

1. Gourmet and Value Added Products - U. S.  and European 
markets simultaneously. 

2. Gourmet and Value Added Products - Enter European market 
3 years after entering 
U. S.  market, 

3. Gourmet and Value Added Products - U. S. market only.    Co 
pack for European mar- 
ket. 

4. Co-pack and commodity products only. 

The basis of evaluation is the cash flow.    This will incorporate 
all the relèvent financial information from previous chapters.    It will 
include also a number of other important financial factors such as 
working capital requirements, return on investment to owners and 
debt-financing charges.    These factors are first examined in some 
detail before assembling the total cash flow profile. 
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B. WORKING C/\PITAL 

Inventories and accounts receivable represent the major de- 
mand for funds.    Both vary according to the nature of the market, 
the market strategy and volume of sales.    The principles underlying 
our estimates are summarised in the following two subsections, 

1.     Inventories 

Investment in inventories consists of those variable, 
out-of-pocket,  or cash costs which are incurred as 
a result of a decision to produce.    The investment, 
from the viewpoint of cash needs, is not the selling 
price although it is frequently shown at that value in 
financial statements.    The relevant costs are raw 
material, labour,  packaging and variable overhead. 

The size of the average investment will depend on the 
availability of raw materials.    If material is avail- 
able steadily throughout the year, raw material can 
be purchased as needed.    Inventory will be minimised. 
On the other hand,  if material is available only for 
a short time,  a much greater investment will be 
needed in order to support year round production 
and/or distribution. 

From an analysis of the raw material - production 
processes we have estimated that the level of finished 
goods inventory should equal three months' sales. 
In addition there will be a varying investment in raw 
material according to its availability.   We estimate 
this level to be: 

Caviar 
Sild Sardines 
Shrimp 
Trout 
Herring Fillets 
Herring Tid-Bits 

4 months' supply 
2-1/2 month's supply 
4 months' supply 
2 months* supply 
1 months' supply 
2 months' supply 
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2.     Accounts Receivable 

We have assumed that accounts will be settled on 
average,  after six weeks.    Thus there will be a cash 
investment in receivables equal to six weeks sales 
expressed in the variable costs of production. 

C.       RETURN ON INVESTMENT 

We recommend that during the first three years in each market, 
no dividends be paid to owners as return on their investment.    They 
will of course,  draw salaries,  assumed to be about $ 15, 000 annually. 
From the fourth year, return-on-investment should be recognized as 
a cost of being in business and should take priority over other dis- 
cretionary outlays. 

In 1969,   owners'equity in the five major canning plants totalled 
about $ 1, 400, 000.    The two other major plants capable of producing 
significant quantities for export represented a total investment of 
about $ 1, 500, 000.    However,  owner's equity was very low due to an 
accumulation of operating deficits. 

The agreement over a permissible return will be negotiated 
with various lenders.    However,  in order to demonstrate the viability 
of different strategies we will assume that a before-tax return of 
10% on fixed investment is reasonable.    Accordingly we will incorpor- 
ate an annual withdrawal of $ 350, 000 to the owners of the plant. 

D.       DEBT FINANCING AND SERVICING COSTS 

Outside financing will be needed to implement the marketing 
strategy.    It will come from various sources - local banks,  owners, 
and international sources such as I. F. C.    Until the details of such 
financing are resolved the actual service charge and terms of re- 
payment will be unknown. 

Because of this uncertainty, we have assumed an aggregate 
interest cost of 7% on borrowed funds. 
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E.        PROJECTION OF CASH FLOWS 

The following Tables 28 to 31 inclusive,   show the projected 
cash flows of the four principal strategics.   Other strategies could 
be developed,  of course, but they would represent only minor re- 
arrangements of the main features of these four. 

Cases 1,  2 and 3 are heavily dependent on value-added and 
gourmet products.    Such products are costly to launch but profit is 
substantially higher than commodity grades.    Case 4 shows a comm- 
odity - co-pack product,    it reflects very clearly the much lower 
costs of market entry.    In selecting a strategy both risk and return 
are important.    The return can be estimated -- and it has been recor- 
ded in the attached tables.    The assessment of risk is highly subjec- 
tive however.    Incurring a debt of $2, 000, 000 would be intolerable 
to many companies but would be inconsequential to others. 

From our discussions with members of the Icelandic industry 
we find a strong aversion to excessive debt.    Consequently we will 
focus our comparison on cases 2 and 4. 

The upper part of the table shows the disbursements year by 
year.    Market development includes the product and market testing 
discussed in Chapter VI.    Marketing organization covers the senior 
members of management of the marketing organization described in 
the previous chapter.    The values of working capital show the change 
from one year to the next:   they represent the added demand for 
funds each year. 

Totalling all disbursements shows a maximum cash outlay in 
case 2 of slightly in excess of $ 3-1/2 million.    This occurs in year 
3. 

Receipts likewise show the cash flow into the organization from 
each principal market.    Year 2 is the test market year.    Year 3 is 
the first year of the national sales programme. 

The bottom line "cumulative cash flow" shows the maximum 
funds required to execute the strategy.    It also shows when each 
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strategy reaches the cash break-even point. 

Case 2 - gourmet and value-added products introduced into 
Europe 3 years after the U. S. A.   - requires a maximum cash infusion 
of $ 1, 7 36, 500 during the third year.    This loan would be completely 
repaid in the sixth year when the surplus would have reached over 
$ 1 million.    It will be noted that this is after the owners have with- 
drawn dividends of over $ 1 million. 

Subsequently this strategy will continue to generate funds at 
a rate in excess of $ 1, 500, 000 annually.    By the eighth year (not 
shown in the table) the contribution from the four major markets 
will total more than $ 5, 000, 000.    Deduction of marketing outlays 
and annual ownership dividends will still result in an annual cash 
surplus of almost $ 3 million. 

Contrast this with case 4 - commodity sales and co-packing 
agreements.   In this situation the sole basis of competition is price. 
There is no attempt to build up a market preference.    The sale goes 
to the lowest bidder and perhaps to the most persuasive salesman. 
Even after six years the cash flow has been insufficient to support 
salesmen's salaries and working capital needs.    Not only that,  the 
owners have not withdrawn any dividends.    Their reward has been 
only their $ 15, 000 salary already built into the cost structure of 
each product. 

The only advantage of this strategy is its lower cash needs. 
A total of $700, 000 would suffice. 

Despite the lower apparent risk resulting from lower borrowing, 
the actual risks are much higher: 

The low contribution and build up of funds will make 
the industry very sensitive to raw material price 
changes.    In fact, profits will depend more on the 
ability to predict changes in raw material prices 
than in production or market skills. 
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The low cash build up will prevent the Icelanders from 
supporting their market in the event of a local shortage 
of raw materials.    In turn,  failure to supply will make a 
second entry to the market even more difficult (As dis- 
cussed in Volume II,  Iceland already suffers from a 
poor reputation in this respect). 

Insofar as price is the sole basis of competition, any 
other supplier could displace Iceland by lowering his 
price by only a few cents per case.   Under such cir- 
cumstances,  factory such as tariff changes,  common 
markets,  export duties and subsidies may have a 
traumatic effect on Iceland's position. 

F.       CONCLUSION 

In summary therefore,  we strongly recommend the added invest- 
ment in a strong market position.    Of the three strategies shown in 
this category,  cases 1 to 3, case 2 is probably preferable.    The total 
amount of the loan is less -- only $ 1, 800, 000.    It can be repaid within 
six years (five if the owners were prepared to forego all dividends 
until after repayments).    And it generates sufficient cash from the 
U.S. market to finance entry into Europe. 

And to this should be added any further contribution, albeit 
small,  that could be generated from co-packing agreements for fish 
puddings,  liver pate,  clam chowders and fish-based pet foods. 
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PRODUCT CONTRIBUTION ANALYSIS 

ooprCT-    Tumpfish Caviar 

EIGHT PER UNIT:      2 oz 

UNITS FEH CASE: 24_ 

U. S.   DOLLARS 

VALI TE- ADDED GOURMET COMMODITY 

TT''M \] \RKET:U. S. A. Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

1 

i 

Shelf 
Price .4900 11.76 .6900 16.56 

1   , 
! 

Margin on Shelf 
Price . 1617 3.91 

33.0 
of (D . 2277 5.46 

33. 0 
of <D 

f     
3 Wholesale 

Price .3283 7.85 .4623 11.09 

r  
4 

Var.   1  a. Allowances 
Selling b. Importerfc Broker 
Costs J  c. Tariffs & Duties 

.0037 

.0173 

.0594 

.09 

.41 
1.40 

1.5 
7.0 

24.0 

.0054 

. 0245 

.0824 

. 13 

.59 
1.97 

1.5 
7.0 

24.0 

5 Variable Selling Costs 
(Total) .0804 1.90 32.5 .1123 2,69 32. 5 

I   6 Manufacturer's Price 
C. I. F. .2479 5.95 100.0 . 3500 8.40 100.0 

1 
Transportation 
Costs .0102 0.24 .0102 0.24 

..  

1   » 
Contribution to F. O. B. 
Plant .2377 5.71 .3398 8.16 

1 
q 

Vari- 
able 
Cost of 
Goods 

a. Raw Material 
b. Packing 

^ c.  Labour 
d.  Taxes,  etc. 

.0370 

.0560 

.0150 

.0090 

0.89 
1.34 
0.36 
0.22 

.0470 

.0560 

.0150 

.0090 

1. 13 
1. 34 
0.36 
0.22 

10 Variable Cost of Goods 
(Total) .1170 2.81 .1270 3.05 

11 
1 
i 

Contribution to Marketing 
Overhead and Profit .1207 2.50 .2218 5.11 

12 
i 
I 

Total Marketing 
Costs .0074 0.18 .0105 0. 2f 3,0 

13 

! 

Contribution to Overhead 
and Profit .1133 2. 3'¿ .2113 4. se 

A - 1 
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PRODUCT CONTRIBUTION ANALYSIS 

m 

OI)!TCT:      Lumpfish Caviar UNITS PER CASE:   24 

'ICI IT PER IÎNIT:        2 oz U. S.  DOLLARS 

1 VALUE-ADDED GOURMET COMMODITY 

[" "M MARKET:     U.K. Per 
Unit 

Per 
Vv ¡ISC? v-H0 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case "Ó 

'       1 Shelf 
Price . 3900 9.36 . 5900 14. 16 

| 

Margin on Shelf 
Price . 1225 3.28 

35.0 
of   1 .2360 5.66 

40.0 
of   1 

3 Wholesale 
Price .2675 6.08 .3540 8.50 

i 

t 

1 

Var.   "^ a. Allowances 
ScllingVb. Importer & Broker 
Costs J c. Tariffs & Duties 

. 0028 

.0189 

. 0568 

0.06 
0. 43 
1.29 

1.5 
10.0 
30.0 

. 0037 

. 0250 

.0752 

0.09 
0.60 
1.80 

1.5 
10.0 
30.0 

:i Variable Selling Costs 
(Total) 

. 0785 1.78 41.5 . I 039 2.49 41.5 

R Manufacturer's Price 
C. I. F. . 1890 4. 30 100.0 .2501 6.01 100.0 

!    ' 
Transportation 
Costs .0051 0. 12 .0051 0. 12 

8 
1 

Contribution to F. O. B. 
Plant . 1839 4.18 .2450 5. 89 

1 

1 

Vari 
able 
Cost of 
Goods 

a. Raw Material 
b. Packing 
c. Labour 
d. Taxes,  etc. 

. 0370 

.0560 

.0150 

.0900 

0.89 
1.34 
0.36 
0.22 

.0470 

.0560 

.0150 

.0090 

1. 13 
1.34 
0.36 
0.22 

10 

1 
Variable Cost of Goods 
(Total) . 1170 2.81 .1270 3.05 

il 

1 
Contribution to Marketing 
Overhead and Profit .0669 1.37 .1180 2.84 

12 

1 
Total Marketing 
Costs . 0057 0. 13 3.0 .0075 0. li 3.0 

13 Contribution to Overhead 
and Profit ,0612 1.24 .1105 2.66 

A- 2 



PRODUCT CONTRIBUTION ANALYSTS 

"RODT'CT: Lumpfish Caviar 

; EIGHT PER UNIT:      2 oz 

UNITS PER CASE:        24 

U. S.  DOLLARS 

VALUE-ADDED GOURMET COMMODITY 

(l'H'M MARKET-    FRANCE Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
% 

1   , Shelf 
Price . 6500 15.60 . 8900 21.36 

1       ; Margin on Shelf 
Price .2925 7.02 

45.0 
of   1 .4450 10.68 

50.0 
of   1 

1      , 
1 

Wholesale 
Price . 3575 8.58 .4450 10.68 

1 Var. 1   a. Allowances 
SellingV b. Importer & Broker 
Costs J  c. Tariffs & Duties 

. 0039 

.0130 

. 0785 

0.09 
0.31 
1. 89 

1.5 
5. 0 

30. 0 

,0047 
.0255 
.0959 

0. 11 
0.61 
2. 30 

1.5 
8.0 

30.0 

5 

1 
Variable Selling Costs 
(Total) .0954 2.29 36.5 . 1261 3.02 39. 5 

1  8 Manufacturer's Price 
C. I. F. .2621 6.20 100.0 .3189 7.66 100.0 

1   ' 
Transportation 
Costs .0064 0. 15 .0064 0. 15 

1   " 
Contribution to F. 0. B. 
Plant .2557 6.14 . 3125 7.51 

—.— 

1  „ 

1 

Vari- - 
able 
Cost of 
Goods 

a. Raw Material 
b. Packing 
c. Labour 
d. Taxes, etc. 

.037 0 

.0560 

.0150 

.0090 

0. 89 
1. 34 
0.36 
0.22 

.0470 

.0560 

.0150 

.0090 

I. 13 
1.34 
0.36 
0.22 

10 

1 
Variable Cost of Goods 
(Total) .1170 2. 81 ,1270 3. 0E 

11 

1 
Contribution to Marketing 
Overhead and Profit . 1387 3. 33 ,1855 4.4C 

12 

1 
Total Marketing 
Costs .0078 0. 19 ,0096 0.27 3.0 

13 

1 
Contribution to Overhead 
and Profit .1309 3. 14 .1759 4. 2! 

A - 3 
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PRODUCT CONTHIIUITION ANALYSIS 

m 

PRODUCT:     Lumpfish Caviar UNITS PER CASE: 24 

WEIGHT PER UNIT: 2 oz U. S.   DOLLARS 

llTEM 

VALUE-ADDED GOURMET COMMODITY 
MARKET:   CEIUIW FEDE- 

RAL   R EPUHLIC 
Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

1   , Shelf 
Price . 5900 14. 1Í . 3100 7.44 

1      2 

1 

Margin on Shelf 
Price .2360 5. 66 . 1085 2.60 

35% 
of CD 

1      3 

1 

Wholesale 
Price . 3540 8.5C .2015 4. 84 

1 
4 

1 
Var.   1 a. Allowances 
Selling? b. Importer^Broker 
Costs J c. Tariffs & Duties 

. 0038 

. 0205 

. 0723 

0. OS 
0. 4h 
1. 74 

1.5 
8.0 

2 8.0 

.0021 

.0117 

.0412 

0.05 
0.2 a 
0.99 

1.5 
8.0 
28.0 

5 Variable Selling Costs 
(Total) .0966 2. 3 S 37. 5 .0550 1. 32 37.5 

1   ' 
Manufacturer's Price 
C. I. F. .2574 6. IS . 1465 3.. 52 

1   7 Transportation 
Costs .0047 o. U .0047 0. 11 

1      B Contribution to F. 0. B. 
Plant .2527 6. 01 . 1418 3.41 

«) 

Vari- 
able 
Cost of 
Goods 

a. Raw Material 
b. Packing 

v c.  Labour 
d.   Taxes, etc. 

.0470 

. 0560 

. 0150 

.0090 

1. 1.1 
1. 34 
0. 3( 
0.2^ 

.0370 

. 0560 

.0150 

.0090 

0. 89 
1. 34 
0.36 
0. 22 

10 Variable Cost of Goods 
(Total) . 1270 3. Of .1170 2.81 

11 Contribution to Marketing 
Overhead and Profit . 1257 3. o; . 0248 0.60 

12 

1 
Total Marketing 
Costs .0077 0. li ' .0043 0. 11 3.0 

13 

1 
Contribution to Overhead 
and Profit . 1180 2.8: . 0205 0.49 

A - 4 
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PRODUCT CONTRIBUTION ANALYSTS 

"'OPUCT:        I.umpfish Caviar 

.•EIGHT PEU UNIT:     
10° Rrms 

UNITS PER CASE:_ 

U. S.  DOLLARS 

24 

1 VALI IE-ADD ED GOURMET COMMODITY 
h -T - - - i 

. i MARKET-     U.S.A. Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

f 7~ Shelf 
Price 8900 21.36 .6900 16.56 

i 

Margin on Shelf 
Price 2981 7. 16 

33-1/2 
%of0 .2311 O 0   iJ K) 

33-1/2 
%of(D 

Wholesale 
Price ,5919 14.20 .4589 11.01 

4 
Var.   1   a. Allowances 
Selling b. Importer^ Broker 
Costs J  c. Tariffs & Duties 

, 0067 
.0312 
. 1073 

0. 16 
0.75 
2.57 

1.5 
7.0 

24.0 

.0051 

.0242 

.0833 

0.12 
0,58 
2.00 

1.5 
7.0 

24.0 

5 Variable Selling Costs 
(Total) . 1452 3.48 32. 5 . 1126 2.70 32.5 

i, Manufacturer's Price 
C. I. F. r4467 10.72 . 3463 8.31 

1   " 
Transportation 
Costs . 0171 0.41 .0171 0.41 

F Contribution to F. O. B. 
Plant .4296 10.31 .3292 7. 90 

i 
- 

Vari- 
able 
Cost of 
Goods 

a. Raw Material 
b. Packing 

> c.  Labour 
d.  Taxes,  etc. 

.0820 

.0460 

. 0120 

. 0090 

1.96 
1. 10 
0.29 
0.22 

.0620 

.0460 

.0120 

.0090 

1.49 
1.10 
0.29 
0.22 

10 
i 

1 

Variable Cost of Goods 
(Total) . 1490 3. 57 . 1290 3.10 

11 Contribution to Marketing 
Overhead and Profit .2 806 6.74 .2002 4.80 

• 

12 Total Marketing 
Costs . 0134 0. 32 3.0 .0051 0.12 1.5 

13 Contribution to Overhead 
arid Profit .2672 6.42 . 1951 4.68 

A - 5 
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PRODUCT CON TUT MUTTON ANALYSIS 

{OPUCT:      Lumpfish Caviar 

EIGHT PER UNÎT: 100 firms 

UNITS PER CASE: 

U. S.   DOLLARS 

m 

24 

I- 

10 

13 

MARKET-      U.K. 

Shelf 
Price 

Margin on Shelf 
Price 

VALUE-ADDED 

Per 
Unit 

.7500 

3000 

Wholesale 
Price 

Var.   "Ï  a. Allowances 
SollingV b. Importera Broker 
Costs     c. Tariffs & Duties 

Variable Selling Costs 
(Total) 

(3       Manufacturer's Price 
C. I. F. 

Transportation 
Costs 

Contribution to F. O. B. 
Plant 

Vari- 
able 
Cost of 
Goods 

^  a. Raw Material 
b. Packing 

y c.  Labour 
d. Taxes,  etc. 

Variable Cost of Goods 
(Total) 

Contribution to Marketing 
Overhead and Profit 

Total Marketing 
Costs 

Contribution to Overhead 
and Profit 

4500 

Per 
Case 

18. 0C 

% 

7.20 

10. 8C 

.0062 

.0375 

.0938 

. 137 5 

.3125 

0.15 
0.90 
2.25 

GOURMET 
Per 
Unit 

5900 

.2065 

2.0 
12.0 
30.0 

Per 
Case 

14.16 

4.96 

3835 

. 0054 

.0270 

.0811 

3. 3C 

7.5C 

. 0085 

.3020 

0820 
.0460 

0120 
.0070 

0. 2C 

44.0 1135 

9.20 

% 

35% 
of CD 

COMMODITY 
Per 
Unit 

0.13 
0.65 
1.94 

2.72 

.2700 

0085 

7.3C 

1.96 
LH 
0.2 
0. If 

1470 

1570 

.0093 

1477 

3.5; 

3.7 

2615 

0620 
0460 
0120 
0070 

6.48 

0.2 0 

2.0 
10.0 
30.0 

42.0 

6.28 

1.49 
1. 10 
0.29 
0.18 

.1270 

0.2: 

3.54 

3.0 

1345 

.0040 

1305 

3.06 

3.22 

0.09 

3. 13 

1.5 

Per 
Case % 

A - 6 
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'jODHCT:       Lumpfish Caviar 

| A1!-:I Ci HT P HR. UNIT:        100 grms 

PHOPUCT CON TR I TUITION ANALYSIS 

  UNITS PER CASE- 

U. S.   DOLLARS 

V 

24 

1 
MARKET: FRANCE 

VALUE-ADDED GOURMET COMMODITY 
b-, Per 

Unit 
Per 
Case % 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case •>'o 

1         1 

1 

Shelf 
Price .6500 15.60 .5300 12.72 

1       ; Margin on Shelf 
Price ,3250 7.80 

50% o 

G) .2385 5.72 
45% 
of® 

'      .{ Wholesale 
Price .3250 7.80 .2915 7.00 

i 

1 
Var.        a. Allowances 
Selling   b. Importer & Broker 
Costs     c. Tariffs & Duties 

. 0034 

.0186 

.0701 

0.08 
0.45 
1.68 

1.5 
8.0 

30.0 

. 0032 

.0106 

.0642 

0.08 
0.26 
1.5 3 

1.5 
5. 0 

30.0 

f) Variable Selling Costs 
(1'otal) .0921 2.21 39. 5 .0780 1.87 36.5 

6 Manufacturer's Price 
C. I. F. .2329 5.59 .2135 5. 13 

7 Transportation 
Costs .0106 0.25 .0106 0.25 

I      8 Contribution to F. O. B. 
Plant .2223 5. 34 .2020 4. Hi 

9 

Vari-       a.  Raw Material 
able          b.  Packing 
Cost of   c.  Labour 
Goods      d.  Taxes,  etc. 

.0820 

.0460 

.0120 

.0090 

1.96 
1.10 
0.29 
0.22 

. 0620 

.0460 

.0120 

.0090 

1.4Í 
1.1C 
0. 2Í 
0.22 

10 

1 
Variable Cost of Goods 
(Total) .1490 3.57 .1290 3. 1( 

11 Contribution to Marketing 
Overhead and Profit .0733 1.77 .07 39 1.7c 

12 Total Marketing 
Costs .0069 0.17 3.0 , 0032 0. OJ 1. 5 

13 Contribution to Overhead 
and Profit .0664 1.60 .0707 1.70 

A - 7 
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PRODUCT CONTRIBUTION ANALYSIS 

V 

r>oprCT:        Lumpfish Caviar UNITS PER CASE: 24 

'('.HT PER UNIT; 100 grms U. S.   DOLLARS 

1 
M AR KI : T: G EH M AN F Ei) ER - 

AL REPUBLIC 

VALUE-ADDED GOURMET COMMODITY 

1 M Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

1 

Shelf 
Price .6900 16.56 .4900 11.76 

1  

Margin on Shelf 
Price .2760 6.62 

40% 
of® ,1715 4. 12 

35% 
of ® 

1               , Wholesale 
Price .4140 9.94 ,3185 7.64 

1 

1 
Var.       a. Allowances 
Selling  b. Importer^ Broker 
Costs     c. Tariffs & Duties 

.0060 

.0240 

.0840 

0.14 
0.5 8 
2.02 

2.0 
8.0 

28.0 

,0046 
,0189 
,0648 

0. 11 
0.44 
1.55 

2.0 
8.0 

28.0 

1 
Variable Selling Costs 
(Total) .1140 2.74 38.0 ,0878 2.10 38. 0 

I 
Manufacturer's Price 
C. I. F. .3000 7.20 ,2307 5.54 

1 
Transportation 
Costs .0078 0.18 ,0078 0. 18 

1       " 
Contribution to F. O. B. 
Plant .2922 7.02 ,2229 5. 36 

1 

Vari-      a.   Raw Material 
able         b.   Packing 
Cost of   c.   Labour 
Goods     d.   Taxes, etc. 

. 0820 

.0460 

.0120 

.0090 

1.96 
1.10 
0.29 
0.22 

,0620 
.0460 
.0120 
.0090 

1.49 
1. 10 
0.29 
0.22 

10 Variable Cost of Goods 
(Total) .1490 3.57 .1290 3.10 

11 

1 
Contribution to Marketing 
Overhead and Profit .1432 3.45 .0939 2.26 

12 Total Marketing 
Costs .0090 0.22 3.0 . 0034 0.08 1.5 

1 \ 
! 

Contribution to Overhead 
and Profit .1342 3. 23 . 0905 2.» 

A - 8 



V 
i»<f 1    ** 

PRODUCT CONTRIHUTION ANALYSIS 

PRODUCT:       Sild Sardines 

WEIGHT I»Kit UNIT: 3-3/4 oz 

UNITS PER CASE. 24_ 

U. S,  DOLLARS 

rn:\i 
VALUE-ADDED GOURMET COMMODITY 

MARKET:    U.S.A. Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

i 

i. 

Shelf 
Price .9900 23. 76 .4900 11.76 .2700 6. 48 

1      2 

I  

Margin on Shelf 
larice . 3300 7.92 

33-1/3 
of® .1633 3. 92 

33-1/3 
of CJ) .0675 1.62 

25% 
of G 

1      3 

| 

Wholesale 
Price .6600 15.84 .3267 7.84 .2025 4.86 

i 

4 
Var.   "1 a. Allowances 
Selling>b. Tmpor ter & Broker 
Costs J c. Tariffs & Duties 

.0071 

.0333 

.1431 

0. 17 
0. 80 
3. 43 

1.5 
7.0 

30.0 

.0035 

.0165 

.0709 

0.08 
0.40 
1.70 

1.5 
7.0 

30. 0 

. 0022 

.0074 

.0446 

0.05 
0. 18 
1.07 

1.5 
5.0 

3 0.0 

1  5 Variable Selling Costs 
(Total) . 1835 4. 40 38. 5 .0909 2. 18 3 8. 5 . 0542 1. 30 Mi. 5 

CI
S Manufacturer's Price 

C. I. F. .4765 11.44 .2358 5.66 .1483 3. 56 

I 7 Transportation 
Costs .0150 0. 36 ,0150 0.36 .0150 0. 36 

.. .  
8 Contribution to F. O. B. 

Plant .4615 11.08 .2208 >.30 .1333 3. ;>,{j 

9 

Vari- 
able 
Cost of 
Goods   ' 

a. Raw Material 
b. Packing 
c. Labour 
d. Taxes,  etc. 

.040 

.051 

.040 

.024 

.960 
L.224 
„960 
.576 

.033 

.044 

.040 

.024 

.792 
1.056 
.960 
.576 

.019 

.031 

.030 

.018 

. 4 56 

.744 
. 720 
.432 

10 Variable Cost of Goods 
(Total) . 155 3.720 .141 3. 384 .098 2. 352 

11 Contribution to Marketing 
Overhead and Profit . 3065 7.36 ..0798 1.92 .0453 0. 85 

12 Total Marketing 
Costs .0143 0.34 3.0 . 0035 0.08 1.5 .0007 0. 02 0,5 

13 Contribution to Overhead 
and Profit .2922 7.02 .0763 1. 84 .0446 0. 83 

A - 9 



PRODUCT: 

PRODUCT CONTRIBUTION ANALYSIS 

Sild Sardines "NITS PER CASE: 24_ 

HEIGHT PER UNIT:        3-3/4 oz U.S.   DOLLARS 

ITEM 

6 

10 

11 

12 

VALUE-ADDED 

MARKET:    U.K. 

Shelf 
Price 

13 

Margin on Shelf 
Price 

Wholesale 
Price 

Per 
Unit 

Var.   I a. Allowances 
Selling)- b. Importer & Broker 
CostsJ c. Tariffs & Duties 

Variable Selling Costs 
(Total) 

Manufacturer's Price 
C.I. F. 

Transportation 
VyOSlS 

Contribution to F. O. B. 
Plant 

Vari- 
able 
Cost of 
Goods 

a. Raw Material 
b. Packing 
c. Labour 
d. Taxes,  etc. 

Variable Cost of Goods 
(Total) 

Contribution to Marketing 
Overhead and Profit 

Total Marketing 
Costs 

Contribution to Overhead 
and Profit 

. 3300 

, O990 

Per 
Case % 

7.92 

2. 38 

.2310 

0028 
. 0229 

0144 

. O401 

. O401 

GOURMET 

Per 
Unit 

30% 
of © 

5.54 

0.07 
0.55 
0.46 

1909 

. 0070   0. 17 

1.08 
1.08 

4.46 

1.5 
12.0 
7.5 

21.0 

1839 

. 040 

. 051 

. 040 

. 024 

4.29 

.96(J 
1. 224 

155 

028 

960 
576 

3.720 

0.57 

.0057 

. 0223 

0.14 

0.43 

1900 

Per 
Case 

4.56 

0532 

1368 

0017 
0125 
0086 

% 

COMMODITY 
Per 
Unit 

2 8a; 
1.28 of (D 

3.2 8 

. 0238 

1130 

0,04 
0.33 
0.20 

1.5 
12.0 
7.5 

0. 57 

2.71 

.0070 

. 1060 

.033 

.044 

.040 

.024 

21.0 

0.17 

2   54 

.141 

.792 
1.056 
.960 
.576 

3.38 

(. 035) 

3.0     .0017 

(.84) 

0.04 

(.0367) (.88) 

1300 

0286 

Per 
Case 

3. 12 

o' 

0.69 

1014 

. 0012 

. 0085 

. 0065 

2.43 

0.03 
0.20 
0. 15 

22'!o 
of® 

0162 

. 0852 

0. 38 

1,5 
10.0 
7.5 

.9. 0 

2. 05 

0070 

0782 

0. 17 

1. 88 

019 
031 
030 
018 

.098 

(.020) 

45Í 
,744 
,72( 
432 

2   35 

(0. 47) 

1.5 0004 

.020) 

0.01 

(.48) 

0.5 

A - 10 



PRODUCT CONTRinUTTON ANALYSIS 

'OniTT-      Süd Sardines 

•Il CHT PER UNIT:     3-3/4 oz 

UNITS PER CASE:   24 

U. S.   DOLLARS 

^., • i 1 MARKET-     FRANCE 

Shelf 
Price 

Margin on Shelf 
Price 

Wholesale 
Price 

Var.    | a. Allowances 
Selling>b. Importer^ Broker 
Costs J c. Tariffs & Duties 

Variable Selling Costs 
(Total) 

Manufacturer's Price 
C. I. F. 

Transportation 
Costs 

Contribution to F. O. B. 
Plant 

Vari- 
able 
Cost of 
Hoods 

a. Raw Material 
b. Packing 
c. Labour 
d. Taxes, etc. 

10 

11 

12 

13 

Variable Cost of Goods 
(Total) 

Contribution to Marketing 
(Verilead and Profit 

Total Marketing 
Costs 

Contribution to Overhead 
and Profit 

VALUE-ADDED 
Per 
Unit 

.4300 

Per 
Case 

10.32 

1290 

.3010 

. 0034 

. 0229 

. 0459 

0722 

3. 10 

GOURMET 
Per 
Unit 

.2500 

30% 
of (£ 

7.22 

0. 08 
0. 55 
1.10 

1. 73 

.2288 

.0090 

2198 

040 
051 
040 
024 

49 

1.5 
10. 0 
20.0 

31.5 

Per 
Case 

6.00 

. 0625 

. 1875 

.0021 

.0143 

.0285 

. 0450 

1. 50 

4.50 

0. 05 
0. 34 
0.69 

% 

25% 
of® 

COMMODITY 
Per 
Unit 

. 1700 

.0323 

. 1377 

1.5   .0015 

1.08 

0.22 

27 

, 960 
1. 224 
.960 
. 576 

. 155 

. 065 

.0068 

. 058 

3. 720 

. 1425 

.0090 

033 
044 
040 
024 

1. 55 

0. 16 

1. 39 

3.0 

3.42 

0. 22 

10. 0 
20.0 

31.5 

3.2 C 

.795 
1.05Í 
,96( 
. 576 

141    3.384 

(.008) 

0021 

.010) 

(.18) 

. 0085 

.0214 

.0314 

. 1063 

. 0090 

Per 
Case 

4. 08 

0.78 

3. 30 

0.04 
0.20 
0.11 

10% 
of 0 

1.5 
H. 0 

20.0 

0. 75 

i. ,)j 

0. 22 

0973 

0. 05 

(.2 3) 

1.5 

019 
031 
030 
018 

.098 

(.001 

. 0005 

2. "13 

456 
740 
7 20 
432 

», •> 

I. 352 

(.02) 

0.01 0.5 

(.002)  (.03) 

A - 11 



V 
PRODUCT CONTRIBUTION ANALYSIS 

PRODUCT: Sild Sardines 

\   ;i(;i!T PER UNIT:        3-3/4 oz 

UNITS PER CASE: 

U. S.  DOLLARS 

24 

L 

in 

n 

12 

13 

MARKET:      FEDERAL 
GERMAN REPUBLIC 

Shelf 
Price 

Margin on Shelf 
Price 

Wholesale 
Price 

VALUE-ADDED 

Per 
Unit 

. 5900 

.2605 

. 3835 

Var.   "J  a. Allowances 
Sellings b. Tmporter&Broker 
Costs J c. Tariffs & Duties 

Variable Selling Costs 
(Total) 

Manufacturer's Price 
C. I. F. 

transportation 
Costs 

Contribution to F. O. B. 
Plant 

Vari- 
able 
Cost of 
Goods 

a. Raw Material 
b. Packing 
c. Labour 
d. Taxes, etc. 

Variable Cost of Goods 
(Total) 

Contribution to Marketing 
Overhead and Profit 

Total Marketing 
Costs 

Contribution to Overhead 
and Profit 

.0044 

.0208 

. 0599 

Per 
Case 

14. 16 

4.96 

9.20 

% 

35% 
of (D 

GOURMET 
Per 
Unit 

Per 
Case 

.0851 

.2984 

.0070 

0. 11 
0.50 
1.43 

2.04 

7.16 

0. 17 

1. 5 
7.0 

20.0 

28. 5 

.2914 

.040 

.051 

.040 

.024 

1550 

.136 

6.99 

.960 
1.224 
.960 
.576 

3.72 

% 

3.27 

.0089   0.06 

.127 3.21 

3.0 

.033 

.044 

.040 

.024 

.79: 
1. 05« 
,96( 
.57( 

COMMODITY 
Per 
Unit 

190C 

047: 

142: 

Per 

4.56 

1. 14 

3.42 

ooi e 
005 € 
02271 

0.04 
0. 14 
0. 54 

25% 
of Q 

.0299   0.72 

1126 

.007C 

1056 

019 
031 
030 
01R 

2.70 

0. 17 

!. 53 

098 

.007 

456 
744 
720 
432 

1.5 
5.0 

20.0 

26. 5 

2. 352 

0006 

.006 

.18 

0.01 0.5 

.17 

A - 12 



^^ÄP ^^* li 

PRODUCT CONTRIHUTION ANALYSIS 

"UODHCT:          Canned Shrimp 

' 'EIGHT PER UNIT:           2 1/2 oz. 

UNITS PER CASE: 24 

U. S.   DOLLARS 

, 
MMIKKT-     U.S.A. 

VALUE-ADDED GOURMET COMMODITY 
[,- ' < Al Per 

Unit 
Per 
Case % 

Per 
Unit 

Per 
Case 

Per 
Unit 

Per 
Case % 

•       1 

j  

Shelf 
Price . 500C ) 14.16 . 3900 9.36 

1      ') 

1  

Margin on Shelf 
Price .1966 4.72 . 1300 3.12 

3 

I  

Wholesale 
Price .3934 9.44 .2600 6.24 

1 
4 

1 
Var.       a. Ulowances 
Selling   b. Importer & Broker 
Costs     c. Tariffs & Duties 

.0040 

.0232 

.0334 

0.12 
0.56 
0.79 

.0032 

.0153 

.0221 

0.08 
0.37 
0.52 

5 Variable Selling Costs 
(Total) .0615 1.47 .0406 0.97 

6 Manufacturer's Price 
C. I. F. .3319 7.97 . 2194 5.27 

!    ' 
Transportation 
Costs . 0085 0.20 . 0085 0.20 

!  B 
Contribution to F. O. B. 
Plant .3234 7.77 . 2109 5.07 

\) 

Vari-       a. Raw Material 
able         b.  Packing 
Cost of    c.  Labour 
Coods      d.  Taxes,   etc. 

.0620 

. 035C 

.0150 

.010C 

1.49 
0.84 
0.36 
0.24 

. 0520 

. 0350 

.0150 

.0100 

1.24 
0.84 
0.36 
0.24 

10 Variable Cost of Goods 
(Total) . 1220 2.93 .1120 2.68 

H 
i 

Contribution to Marketing 
Overhead and Profit .2014 4.84 . 0989 2.39 

12 Total Marketing 
Costs .0099 0.24 . 0065 0. 16 

—  13 

1—^ 

Contribution to Overhead 
and Profit . 191E 4.60 .0924 2.23 

A - 13 



p 
J 

•p 
l'IIOniK.T rONTHIUTITION ANALYSIS 

* 

ï-'-nnncT: Canned Shrimp 

•jic.irr PER UNIT: 2 1/2 oz. 

UNITS PER CASE: 

U. S.   DOLLARS 

24 

1 
MARKET:      U.K. 

VALUE-ADDED GOURMET COMMODITY 

\ ' Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

1       ! 
1  

Shelf 
Price .6900 16.56 . 4900 11.76 

1       2 

i     _ 

Margin on Shelf 
Price .2300 5. 52 

33-1/3 
%of® . 1633 3.92 

33-1/3 
%of(D 

1      3 Wholesale 
Price .4600 11.04 .3267 7.84 

1 
1 

I 

Var.       a. Allowances 
Selling  b. Importer & Broker 
Costs     c. Tariffs & Duties 

.0059 

.0277 

.0299 

0.14 
0.67 
0.71 

1.5 
7.0 
7.5 

.0042 

.0197 

.0213 

0. 10 
0.47 
0.51 

1.5 
7.0 
7.5 

I 
Variable Selling Costs 
(Total) .0635 1.52 16.0 .0452 1.08 16.0 

I 
Manufacturer's Price 
C. T. F. .3965 9.52 . 2815 6.76 

  

I 7 Transportation 
Costs .0042 0.10 .0042 0.10 

l    t? Contribution to F. O. B. 
Plant .3923 9.42 . 2773 6.66 

I ., 

I 

Vari-       a.  Raw Material 
able         b.   Packing 
Cost of   c.   Labour 
Hoods     d.   Taxes,  etc. 

.0620 

.0350 

.0150 

.0100 

1.49 
0.84 
0.36 
0.23 

. 0520 

.0350 

.0150 

.0100 

1.24 
0.84 
0.36 
0.23 

10 Variable Cost of Goods 
(Total) .1220 2.93 . 1120 2.68 

11 Contribution to Marketing 
Overhead and Profit .2703 6.49 . 1653 a. 98 

12 Total Marketing 
Costs .0118 0.29 3.0 .0084 0. 20 3.0 

l'i 

i 

Contribution to Overhead 
and Profit . 2585 6.20 . 1569 3.7« 

A-14 



J 
PRODUCT CONTRI MUTTON ANALYSIS 

!( >i)i:CT; Canned Shrimp UNITS PER CASE: 12 

KÜIT    PER  UNIT:       5 1/2 oz. II. S.   DOLLARS 

MARKET-     U.K. 

VALUE-ADDED GOURMET COMMODITY 

M I:M Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

l Shelf 
Price . 9500 11.40 .7500 9.00 

i 

Margin on Shelf 
Price .3400 4.56 

40% 
of(D . 2625 3.15 

35% 
of® 

1      3 Wholesale 
Price .5100 6.84 .4875 5.85 

1 
4 

1 

Var.       a. Allowances 
Selling   b. Importer«^Broker 
Costs     c. Tariffs fc Duties 

.0063 

. 0505 

.0318 

0.09 
0.82 
0.42 

1.5 
12.0 
7.5 

.0061 

.0410 

.0308 

0.07 
0.49 
0.37 

1.5 
10.0 
7.5 

. ) Variable Selling Costs 
(Total) .0886 1.33 21.0 .0779 0.93 19.0 

|   " 

Manufacturer's Price 
C. I. E. .4214 5. 51 .4096 4.92 

t Transportation 
Costs .0093 0.11 .0093 0.11 

H Contribution to F. O. B. 
Plant .4121 5.40 .4003 4.81 

I 
Vari-       a.  Raw Material 
able         b.   Packing 
Cost of   c.   Labour 
Goods      d.   Taxes,   etc. 

. 1320 

.0350 

.0150 

.0100 

1.58 
0.42 
0. 18 
0. 12 

.1120 

.0350 

.0150 

.0100 

1.34 
0.42 
0.18 
0.12 

ili 

1 

Variable Cost of Goods 
(Total) . 1920 2.30 . 1720 2.06 

!1 Contribution to Marketing 
Overhead and Profit .2201 3. 10 .2283 2.75 

-   •! 
i.  .* Total Marketing 

Costs .0126 0. 15 3.0 .0122 0. 15 3.0 

1    1.-! 
! 

Contribution to Overhead 
and Profit .2075 2.95 . 2161 2.60 

A-15 



PRODUCT CONTRIBUTION ANALYSIS 

PRODUCT:_ Canned Shrimp 

A EIGHT PER UNIT: 5 1/2 oz. 

UNITS PER CASE: 

U. S.   DOLLARS 

12 

(ITEM MARKET:       U.S.A. 
VALUE-ADDED GOURMET COMMODITY 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case of /(> 

Per 
Unit 

Per- 
Ca s e % 

1    ] 

I  

Shelf 
Price 1.9900 23.88 I. 7900 21.48 

1  ? 

1  

Margin on Shelf 
Price .6633 7.96 

33-1/3 
% of 0 . 5966 7.16 

33-1/3 
%of0) 

I      3 Wholesale 
Price 1.3267 15.92 I. 1934 14.32 

4 
Var.        a. Allowances 
Selling   b. Importer & Broker 
Costs     c. Tariffs & Duties 

.0168 

.0784 

. 112C 

0.20 
0.94 
1.35 

1. 5 
7.0 

10.0 

.0151 

.0704 

. 1009 

0.18 
0.85 
1.21 

1.5 
7.0 

10.0 

5 Variable Selling Costs 
(Total) .207 S 2.49 18.5 . 1864 2.24 18.5 

fi Manufacturer's Price 
C. I, F. i. 119 r 13.43 L.0070 12.08 

7 Transportation 
Costs .0187 0.22 .0187 0.22 

1      H Contribution to F. O. B. 
Plant 1.100Í 13.21 . 9883 11.86 

1 

Vari-       a.  Raw Material 
able         b.  Packing 
Cost of    c.  Labour 
Goods      d.   Taxes,   etc. 

.132C 

.035C 

.015C 

.010C 

1.58 
0.42 
0. 18 
0.12 

.1120 

.0350 

.0150 

.0100 

1.34 
0.42 
0.18 
0.12 

10 Variable Cost of Goods 
(Total) .192C 2.30 . 1720 2.06 

11 

1 
Contribution to Marketing 
Overhead and Profit . 908Í 10.91 .8163 9.80 

12 

1 
Total Marketing 
Costs .033Í 0.40 3.0 .0302 0.3G 3.0 

13 

1 
Contribution to Overhead 
and Profit .8752 10.51 .7861 9.44 

A-16 



PRODUCT: 

PRODUCT CONTRIBUTION ANALYSIS 

Canned Shrimp 

V EIGHT PER UNIT:        5 \l2 oz. 

UNITS PER CASE: 

U. S,  DOLLARS 

12 

1 
MAHKRT:     France 

VALUE-ADDED GOURMET COM MODI VY 
¡r'T':;\i Per 

Unit 
Per 
Case % 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case a' 

i) 

1    i 

i  

Shelf 
Price . 7900 9.48 .6100 7. 32 

1     ) 

i  

Margin on Shelf 
Price . 2370 2.84 

30% 
of(D . 1525 1.83 

25% 

of® 

'      3 Wholesale 
Price . 5530 6.64 .4575 5.49 

4 
i 

1 

Var.       a. Allowances 
Selling   b. Importer & Broker 
Costs     c. Tariffs & Duties 

.0064 

.0301 

.0862 

0.08 
0.36 
1.03 

1.5 
7.0 

20.0 

.0053 

.0249 

.0713 

0.06 
0. 30 
0.86 

1. 5 
7.0 

20.0 

5 
1 

Variable Selling Costs 
(Total) . 1227 1.47 28.5 . 1015 1. 22 28.5 

6 Manufacturer's Price 
.4303 5.17 . 3560 4. 27 

.      i Transportation 
Costs . 0116 0. 14 .0116 0. 14 

8 Contribution to F. O. B. 
Plant .4187 5.03 .3444 4. 13 

1 

Vari-       a.  Raw Material 
able         b.  Packing 
Cost of   c.  Labour 
Goods      d.   Taxes,  etc. 

. 1320 

.0350 

.0150 

.0100 

1. 58 
0.42 
0.18 
0. 12 

.1120 

.0350 

.0150 

.0100 

1.34 
0.42 
0. 18 
0. 12 

10 Variable Cost of Goods 
(Total) . 1920 2.30 . 1720 2.06 

11 

1 
Contribution to Marketing 
Overhead and Profit . 2267 2.73 .1724 2.07 

12 

1 
Total Marketing 
Costs .0129 0. 16 3.0 .0106 0. 13 3.0 

1   13 
! 
. L 

Contribution to Overhead 
and Profit . 2138 2.57 . 1618 1. 94 

A-17 



V 
J 

*,. ^SJ 

PRODUCT: Canned Shrimp 

Y EIGHT PER ITNTT: 

PRODUCT CONTRIBUTION ANALYSTS 

UNITS PER CASE- 

5-1/2 oz U.S.  DOLLARS 

12 

In •KM MARKET:     FEDERAL 
GERMAN REPUBLIC 

l~ 

10 

1 J 

13 

Shelf 
Price 

VALUE-ADDED 

Per 
Unit 

1.190C 

Margin on Shelf 
Price 

Wholesale 
Price 

Var.        a. Allowances 
Selling   b. Importer & Broker 
Costs     c. Tariffs k Duties 

Variable Selling Costs 
(Total) 

Manufacturer's Price 
C. I. F. 

,        Transportation 
Costs 

Contribution to F. O. B. 
Plant 

Vari- a. Raw Material 
able b. Packing 
Cost of c. Labour 
Goods d. Taxes,  etc. 

Variable Cost of Goods 
dotal) 

Contribution to Marketing 
Overhead and Profit 

Total Marketing 
Costs 

Contribution to Overhead 
and Profit 

Per 
Case % 

14. 28 

416 3   5. 00 

GOURMET 
Per 
Unit 

35% 
of® 

7735 9. 28 

.0089 0. 11 

.0477 0.57 

.1197    1.43 

.1763 

1.070C 

1.5 
8.0 

20.0 

2.11 

.5972   7.17 

29. 5 

.0085 

.5887 

0.10 

7.07 

.1320 

.0350 

.0150 

.0100 

1.58 
0.42 
0.18 
0. 12 

.1920   2.30 

.3967 

.0179 

4.77 

0.22 3.0 

3785   4.55 

A-18 

Per 
Case 

12.84 

.32K 

749C 

% 

—1 
COMMODITY 

Per 
Unit 

3.85 

8. 99 

30% 
of® 

.008Í 0.10 

.046', 0.56 

.1153    1.39 

1707 2.05 

1.5 
8.0 

20.0 

29. 5 

578Í     6.94 

.008E 0. 10 

. 569Í    6.84 

. 112C 1.34 

.0350 0.42 

.015C 0.18 

. 010C 0.12 

172G 2.06 

397Í     4.78 

017Í 

.380^     4 

0.21 3.0 

.57^ 

Per 
Case 



J 
PRODUCT CONTRIBUTION ANALYSIS 

PRODUCT: Brook Trout 

WEIGHT PER UNIT: 10 oz 

UNITS PER CASE: 

U. S.   DOLLARS 

24 

[ITEM 

1 
VALUE-ADDED GOURMET COMMODITY 

MARKET:  \\ S. A. Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

1 ' Shelf 
Price 1.99 47.78 

i2 
Margin on Shelf 
Price .6633 15.93 

3 3-1/3 
% ofQ 

13 Wholesale 
Price 1.3267 31.85 

1     4 
1 

Var.    1 a. Allowances 
Sellingvb. Importer^Broker 
Costs J c. Tariffs & Duties 

.0165 

.0770 

. 1323 

0.40 
1. 85 
3. 17 

1.5 
7.0 

12.0 

!s 

Variable Selling Costs 
(Total) .2258 5. 42 20. 5 

I1 c Manufacturer's Price 
C. I. F. 1. 100£ 26.43 

17 

1 _. 
Transportation 
Costs . 0294 0.71 

'     8 

1 
Contribution to F. O. B. 
Plant 1. 071:1 25.72 

I 

13 

1  

Vari--     , 
able 
Cost of 
Goods 

a. Raw Material 
b. Packing 
c. Labour 
d. Taxes, etc. 

. 1700 

. 0820 

. 0620 

. 0372 

4. 08 
1.97 
1.49 
0. 89 

I io Variable Cost of Goods 
(Total) .3512 8.43 

1 11 Contribution to Marketing 
Overhead and Profit . 7203 17.29 

1  12 Total Marketing 
Costs . 0330 0.79 3.0 

1  13 Contribution to Overhead 
and Profit .6873 16.50 

19 



p 
J 

m 

m 

PRODUCT:       Cod Roo  

1 : EIGHT PUR UNIT: 21 o/ 

PRODUCT CONTRIBUTION ANALYSIS 

UNITS PER CASE: 

U. S.   DOLLARS 

V 

100 

r"M MARKET:   U.K. 

Shelf 
Price 

VALUE-ADDED 
Per 
Unit 

Per 
Vv li S t. % 

GOURMET 
Per 
Unit 

Per 
Case % 

COMMODITY 
Per 
Unit 

1.270( 

Per 
Case 

127. OC 

°t« 

Margin on Shelf 
Price 3302 33.02 

2 6°; 
of® 

r 
Wholesale 
Price . 9398 93. 98 

Var.   I a. Allowances 
SellingVb. Tmporter & Broker 
Costs J c. Tariffs & Duties 

. 0121 

.0807 

.0404 

1.21 
8.07 
4.04 

1.5 
10.0 
5.0 

Variable Selling Costs 
(Total) . 1332 13. 32 16.5 

Manufacturer's Price 
C. I. F. .8066 80. 66 

Transportation 
Costs 0298 2. 98 

Contribution to F. O. B. 
Plant . 7768 77. 68 

Vari- a. Raw Material 
able b. Packing 
Cost of c. Labour 
Goods d. Taxes,  etc. 

1440 

0860 
0250 
0150 

14. 40 

8. 60 
2. 50 
1. 50 

10 

11 

Variable Cost of Goods 
(Total) 

Contribution to Marketing 
Overhead and Profit 

2700 27.00 

5068 50. 68 

12 Total Marketing 
Costs 0241   2. 41 3.0 

13 Contribution to Overhead 
and Profit 4827 48.27 

A - 20 



PRODUCT:        Herring Tid-Bits 

I >   HÍGHTPER UNIT: 3-3/4 oz 

PRODUCT CONTRIBUTION ANALYSIS 

  UNITS PER CASE: 

U. S.   DOLLARS 

24 

I VALUE-ADDED GOURMET COMMODITY 
|TT"M 

i 

\1\I?KET:         U.K. Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

Shelf 
Price ,4300 10. 32 .2900 6.96 . 1900 4. 56 

2 Margin on Shelf 
Price , 1290 3. 10 

30% 
of® .0667 1.60 

2 3% 
of (3) , 0285 0.68 

l:>"'o 
of® 

3 Wholesale 
Price ,3010 7.22 .2233 5. 36 ,1615 3. 88 

4 
Var.   "i a. Allowances 
Sellings b. Importer ft Broker 
Costs J c. Tariffs ft Duties 

, 0037 
,0201 
,0254 

0.09 
0.48 
0.61 

1.5 
8.0 

10.0 

. 0028 

.0149 

.0188 

0.07 
0.36 
0.45 

1.5 
3.0 

10.0 

, 0020 
. 0095 
,0138 

0. 05 
0. 23 
0. 3 3 

1.5 
7.0 

10.0 

1   5 Variable Selling Costs 
(Total) ,0492 1. 18 19. 5 . 0365 0.88 19.5 ,0253 0.61 i a. 5 

1   G Manufacturer's Price 
C. I. F. ,2518 6.04 . 1868 4.48 , 1362 3. 27 

1      7 Transportation 
Costs ,007 3 0. 18 .0073 0. 18 ,0073 0. 1 8 

1   " Contribution to F. 0. B. 
Plant ,2445 5. 86 . 1795 4. 30 , 128«) 3. 09 

9 

1 

Vari-r    < 
able 
Cost of 
Goods 

a. Raw Material 
b. Packing 
c. Labour 
d. Taxes, etc. 

, 0990 
, 0300 
,0210 
,0116 

2. 38 
0.72 
0.50 
0.28 

. 0890 

. 0300 

.0210 

.0116 

2.14 
0.72 
0.50 
0.28 

. 0790 

. 0300 

.0210 

.0116 

1.90 
0. 7*> 
0. 50 
0. 28 

10 

1 
Variable Cost of Goods 
(Total) .1616 3.88 . 1516 3.64 .1416 3.40 

11 

1 
Contribution to Marketing 
Overhead and Profit .0829 1.98 .0279 0.66 (.0127 K.31) 

12 

1 
Total Marketing 
Costs .0075 0. 18 3.0 . 0028 0.067 1.5 .0006 . 024 0.5 

l" 
Contribution to Overhead 
and Profit .0754 Ì.80 . 0250 0. 593 (. 0133 (0.3 3) 

A - ?1 



PRODUCT CONTI? TTU THON ANALYSIS 

^ODUCT*        Herring Ticl-Bits 

/EICHT PER UNIT: 3-3/4 oz 

UNITS PER CASE:     24 

U. S.   DOLLARS 

•Tí:M 

IO 

il 

i¿ 

13 

MARKET:       Ml ANC E 

Shelf 
Price 

VALUE-ADDED 

Per 
Unit 

.4700 

Margin on Shelf 
Price ,1410 

Wholesale 
Price 

Var.   ì   a. Allowances 
Selling b. Importer^ Broker 
Costs I c. Tariffs & Duties 

3290 

Per 
Case 

11.28 

of 
1(1 

3. 38 

7.90 

, 0036 
,0246 
, 0544 

Variable Selling Costs 
(Total) , 0826 

Manufacturer's Price 
C I. F. 

Transportation 
Costs 

Contribution to F. O. B. 
Plant 

, 2464 

0.09 
0.59 
1. 30 

30% 

of CD 

GOURMET 
Per 
Unit 

. 3300 

1.5 
10.0 
22.0 

. 0825 

Per 
Case 

7.92 

1.98 

% 

¿ r> , n 

of(P 

COMMODITY 
Per 
Unit 

2475 

1.98 

5.92 

0091 

Vari- 
able 
Cost of 
Goods 

a. Raw Material 
b. Packing 
c. Labour 
d. Taxes, etc. 

Variable Cost of Goods 
(Total) 

2373 

0990 
0300 
0210 

.1616 

Contribution to Marketing 
Overhead and Profit 

Total Marketing 
Costs 

Contribution to Overhead 
and Profit 

0.2: 

5.70 

2. 38 
0*.7 
0. 5C 

33.5 

0028 
0186 
0408 

. 0622 

5. 94 

0.07 
0.44 
0.98 

1.49 

1853 

0091 

3. 8E 

0757 

.0073 

.0736 

1.82 

1762 

089 
03 oq 
021 

4. 45 

1. 5 
10. O 
22. 0 

33. 5 

0. 22 

4.23 

2. 14 
0.72 
0. 50 

0. li     3.0 

1.7 

1516 

0246 

002 i 

3. 64 

0.59 

0.07 

027 (   0.64 

i. r> 

2500 

A-22 

047 5 

Per 
Case <?„ 

6. 00 

1. 14 

202 5 

002 3 
012 3 
034 0 

.0486 

4. 86 

io":» 
of (D 

0. 06 
0. 30 
0. 80 

1. 16 

1539 

. 0091 

3. 7( 

1.,) 
8.0 

22.0 

31.5 

0. 22 

144 8 

0790 
0300 
0210 

3. 4£ 

1. 9C 
0.72 
0. 5( 

1416 

.0032 

3. 4( 

01 

. 0007       0. 0Í 

0077 0. 18 

o. r> 
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I PRODUCT CONTRIBUTION ANALYSIS 

PRODUCT: Herring Tid-Uits  

I W   JtlHT PER UNIT:      6-3/4 oz - Commodity 
3-3/4 oz-Gourmet 

UNITS PER CASE: 

U. S.   DOLLARS 

24 

I* 

-T,. (] 

1           

VALUE-ADDED GOURMET COMMODITY 
MARKET:      FE DE I? AL 

GERMAN REPUBLIC 
Per 
Unit 

Per 
Case % 

Per 
Unit 

Pet- 
Case % 

Per 
Unit 

Per 
Case "' 

1 
i 

Shelf 
Price . 6300 15. 12 . 3500 8.40 

1 
Min-gin on Shelf 
Price .2205 5. 29 

35% 

of CD .0875 2. 1C 
25"' 

of(T 

1 
Wholesale 
Price . 4095 9.83 .2625 6. 3C 

1 ; 
Var,    Ì   a. Allowances 
Selling/ b. Importer & Broker 
Costs J c. Tariffs & Duties 

.0047 

. 0255 

.0602 

0.12 

0.61 
1.44 

1.5 
8.0 

18.8 

.0031 

.0104 

. 0396 

0.08 
0. 25 
0,94 

1.5 
5.0 

18.8 
i 

1 ' Variable Selling Costs 
(Total) .0904 2. 17 28. 3 .0531 1. 27 25. 3 

1 " Manufacturer's Price 
C. I. F. .3191 7.66 . 2094 5. 03 

1 Transportation 
Costs .0066 0.16 .0118 0.28 

1      :• Contribution to F. O. B. 
Plant .312? 7.50 .1976 4.75 

1 

1 

Vari- 
able 
Cost of 
Goods 

a. Raw Material 
b. Packing 
c. Labour 
d. Taxes, etc. 

.099( 
,0300 
.0210 
.0116 

2.38 
0.72 
0.50 
0.28 

.1414 

. 0537 
,0375 
,0225 

3. 39 
1.29 
0.90 
0.54 

|    10 Variable Cost of Goods 
(Total) .1616 3.88 .2551 6.12 

1 " Contribution to Marketing 
Overhead and Profit .1509 3.62 (.0575 (1.37) 

x¿ rotai Marketing 
Costs .0095 0.23 3.0 .0010 0.03 0.5 

13 Contribution to Overhead 
and Profit 

     
. 1440 3.39 (.0521] (1. 25) 

A - 23 



T>r?ODííCT: 

I \. i:rCHT PER UNIT: 6-3/4 oz 

PRODUCT CONTRIBUTION ANALYSIS 

Herring Fillets UNITS PER CASE:    24 

U. S.   DOLLARS 

TE M MARKET:  U.S.A. 

fi 

10 

11 

12 

13 

Shelf 
Price 

Margin on Shelf 
Price 

Wholesale 
Price 

Var.  1  a. Allowances 
SellingV b. Importer & Broker 
Costs J c. Tariffs & Duties 

Variable Selling Costs 
(Total) 

Manufacturer's Price 
C. I. F. 

Transportation 
Costs 

Contribution to F.O. B. 
Plant 

Vari-       a,  Raw Material 
able 
Cost of 
Goods 

b. Packing 
c. Labour 
d. Taxes, etc. 

Variable Cost of Goods 
(Total) 

Contribution to Marketing 
Overhead and Profit 

Total Marketing 
Costs 

Contribution to Overhead 
and Profit 

VALUE-ADDED 
Per 
Unit 

Per 
Case 

.5900 

.1947 

14. 16 

of 
JO 

4. 67 

. 3953 

.0049 

. 0264 

. 0333 

9.49 

33% 
of® 

GOURMET 
Per 
Unit 

.4500 

Per 
Case 

10.80 

0.12 
0.64 
0.79 

.0646 

. 3307 

.0208 

1. 55 

1.5 
8.0 

10.0 

. 1260 

.3420 

19.5 

7. 9< 

. 3099 

.1100 

.0400 

. 0250 

.0150 

0. 5( 

.0040 

.0216 

.0273 

3. 02 

% 

28% 
of Q 

7.78 

.0529 

0.10 
0.52 
0.65 

1.5 
8. 0 

10.0 

1.27 

7. 41 

.1900 

. 1199 

2.64 
0.96 
0.60 
0.36 

4. 56 

.271]    6.51 

.020Í 

.250: 

,090( 
.040( 
. 02 5 ( 

19.5 

0.50 

6.01 

2.16 
0.86 
0.60 

. 015(    0.36 

. 0099 

2. 88 J 

0.24 3.0 

.1100    2.64 

. 170(    4.08 

.080:     1.93 

.004C 0. 1C 

.076:1   1.83 

1.5 

COMMODITY 
Per 
Unit 

. 3300 

Per 
Case Of. 

7.92 

.0561 

.2739 

. 0035 

.0117 

. 0236 

. 0388 

1. 3.r 

6.5 

17% 

of 0) 

0.08 
0.28 
0.57 

.2351 

. 0208 

. 2143 

0.93 

5.0 
10.0 

5. 64 

0.50 

. 0720 

.0400 

. 0250 

.0150 

. 1520 

5. 1 4 

1.73 
0.96 
0.60 
0.36 

3. 65 

. 0623 

.0001 

. 0622 

1.49 

0. 03 

1.46 

16, 5 

0.5 

•\ - 'M 
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PRODUCT CONTRIBUTION ANALYSIS 

OD!'CT: Herring Fillets 

¡liC.HT PER UNIT:        6'3/4 oz 

UNITS PER CASE: 

U. S.   DOLLARS 

24 

VALUE-ADDED GOURMET COMMODITY 

1-  MARKET:   U.K. Per 
Unit 

Per 
Case 10 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

! Shelf 
Price .4900 11.76 . 3500 8. 4C . 240C 5. 76 

1   - Margin on Shelf 
Price .1470 3. 53 

30% 
of 0 .0759 1.9- 

23%, 

of® . 036C 0. 86 
15% 

of ® 

3 Wholesale 
Price .0340 8.23 .2541 6.57 .204C 4.90 

1 
4 

Var.   ^ a. Allowances 
Sellingfb. Importera Broker 
Costs J c. Tariffs & Duties 

.0041 

.0333 

.0279 

0. 10 
0.80 
0.67 

1.5 
12.0 
10.0 

.0030 

.0246 

.0208 

0.1C 
0.6' 
0.51 

1.5 
12.0 
10.0 

.002" 

. 016f 

. 016Í 

0.07 
0.40 
0.40 

1.5 
10. 0 
10.0 

5 Variable Selling Costs 
(Total) .0653 1. 57 23.5 . 0484 1.2f 23.5 . 0361 0.87 ;i.5 

6 Manufacturer's Price 
C. I. F. .2777 6.66 .2057 5. 32 . 167Í 4. 03 

? Transportation 
Costs .0110 0. 26 .0110 0.26 .OIK 0.26 

,      F Contribution to F. O. B. 
Plant .2667 6.40 . 1947 5. 06 . 156Í ••;. 77 

1 

1 

Vari- 
able 
Cost of 
Goods 

a. Raw Material 
b. Packing 
c. Labour 
d. Taxes,  etc. 

.1100 

.0400 

.0250 

.015C 

2.64 
0.96 
0.60 
0.36 

. 0900 

.0400 

.0250 

.0150 

2.16 
0.96 
0.60 
0.36 

. 072( 

. 040( 

. 025( 

. 015 ( 

1.7 3 
0. 96 
0.60 
0. 36 

10 Variable Cost of Goods 
(Total) .190C 4.56 . 1700 4.08 . 152« 3. 65 

11 

1 
Contribution to Marketing 
Overhead and Profit .0761 1.84 . 0247 0.98 . 0049 0.1k 

12 Total Marketing 
Costs .0083 0.20 3.0 . 030 0.07 1.5 . OOOB 0.0k 0.5 

13 

1 
Contribution to Overhead 
and Profit 

.0684 1.64 .0217 0.91 .0041 0.10 

A -  25 
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PRODUCT CONTRIBUTION ANALYSTS 

ÌÌODUCT: Herring Fillets 

KIGIIT PER UNIT: 6-3/4 oz 

UNITS PER CASE: 

U. S.   DOLLARS 

24 

MARKET: Erance 
VALUE-ADDED GOURMET COMMODITY 

tr-'wi Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

Per 
Unit 

Per 
Case % 

l , Shelf 
Price .5300 12.72 .390C 9. 36 .2800 6.72 

1 •> Margin on Shelf 
Price .1590 3. 82 

30% 
of e .097E 2.34 

25% of 
.0532 1.28 

1% 
of ® 

1        o Wholesale 
Price .3710 8. 9( ,292? 7.02 .2268 5.44 

4 
Var.       a. Allowances 
Selling   b. Importerfc Broker- 
Costs     c. Tariffs fc Duties 

.0041 

.0278 

.0612 

0. 1( 
0.61 
1.46 

1.5 
10.0 
22.0 

.003: 

.021Í 

.0482 

0. Of 
0.52 
1.1c 

1.5 
10.0 
22.0 

.0025 

.0137 

. 0382 

0.06 
0.33 
0.91 

1.5 
8.0 

22.0 

f) Variable Selling Costs 
(Total) .0931 2. 21 33.5 0. 73< 1.7Í 33.5 . 0544 1.30 31.5 

G Manufacturer's Price 
C. I. F. .2779 6.6' .219! 5. 2f . 1724 4.19 

1  7 Transportation 
Costs .0130 0.3: ,0130 0.3: .0130 0.31 

1   " 
Contribution to F. O. B. 
Plant .2649 6. 3( .2061 4.9! . 1594 3.83 

9 

Vari-       a.  Raw Material 
able         b.  Packing 
Cost of   c.  Labour 
Goods      d.  Taxes,  etc. 

.1100 

.0400 

.0250 

.0150 

2.69 
0.96 
0.60 
0.36 

.0900 
,0400 
,0250 
,0150 

2. 16 
0.96 
0. 60 
0.36 

. 0720 

.0400 

.0250 

.0150 

1.73 
0.96 
0.60 
0.36 

10 

1 
Variable Cost of Goods 
(Total) .1900 4.56 ,1700 4.08 . 1520 3.65 

11 Contribution to Marketing 
Overhead and Profit .0749 1.80 , 0361 0.87 . 0074 0.18 

12 

1 
Total Marketing 
Costs .0083 0.20 3.0 ,0033 0.08 1.5 . 0008 0.02 0.5 

•   13 

1 
Contribution to Overhead 
and Profit .0666 1.60 , 0328 0.79 . 0066 0.16 

A - 26 
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PRODUCT CONTRIBUTION ANALYSIS 

PRODUCT: Ferring Fillets 

WEIGHT PER UNIT: 6-3/4 oz 

UNITS PER CASE: 

U. S.   DOLLARS 

24 

KEM MARKET-   Germany 
VALUE-ADDED GOURMET COMMODITY 

Per 
Unit 

Per 
Case of 

.-o 

Per 
Unit 

Per 
Case ni 

Per 
Unit 

Per 
Case % 

'    i 

I  

Shelf 
Price . 3900 9.36 ,2500 6.0( . 1700 4. 08 

1      2 Margin on Shelf 
Price .1365 3.28 

35% 
of Q) ,0750 

30% 
1.8Cof (Ï) . 0425 1. 02 

25% 
of œ 

'      3 Wholesale 
Price . 2535 6.08 ,1750 4. 2( . 1275 3.06 

4 
Var.       a. Allowances 
Selling  b. Importer & Broker 
Costs     c. Tariffs & Duties 

.0029 

.0158 

. 0373 

0.07 
0.38 
0.89 

1.5 
8.0 

18. 8 

,0020 
,0109 
,0258 

0. 0.K 

0. 2Ê 
0.62 

1.5 
8.0 

18. 8 

.0015 

.0050 

.0193 

0. 34 
0. 12 
0. 16 

1.5 
5.0 

18. 8 

5 Variable Selling Costs 
(Total) . 0560 1.34 28. 3 ,0387 0.93 28. 3 . 0258 0. 62 !).3 

1      6 Manufacturer's Price 
. 1975 4.74 , 1363 3.2' . 1017 2.44 

•      7 Transportation 
Costs .0091 0.22 ,0091 0. 2Í . 0091 0. 22 

j      8 Contribution to F. O. B. 
Plant . 18 !4 4. 52 ,1272 3. 0i . 0926 2. 22 

9 

Vari-      a.  Raw Material 
able         b.   Packing 
Cost of   c.   Labour 
Goods     d.   Taxes,  etc. 

. 1100 

.0400 

.0250 

. 0150 

2.64 
0.96 
0.60 
0.36 

,0900 
,0400 
,0250 
,0150 

2. 1( 
0. 9( 
0. 6( 
0. 3( 

. 07 20 

. 0400 

. 0250 

.0150 

1. 73 
0.96 
0.60 
0.36 

10 Variable Cost of Goods 
(Total) . 1900 4.56 .1700 4. 01 . 1520 3. 65 

11 Contribution to Marketing 
Overhead and Profit (.0016 (0.04) (.0428) (1.031 (.0594) (1.43) 

12 Total Marketing 
Costs . 0059 0.14 3.0 .0020 0„0! 1.5 . 0005 0.01 0. 5 

13 

1 
Contribution to Overhead 
and Profit (.00751 (0.18) (.0048) (1.08) 

   

(.059Í) (1.44) 

\     27 



APPENDIX B 

CONTRIBUTION  FORECAST SUMMARY 

BY   PRODUCT 

STEVENSON ft KELLOGG.LTD. 
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TABLE: I 

WORLD PRODUCTION OF CANNED 
AND RELATED FISH PRODUCTS 

REF.   F. A. O.   FISHERY STATISTICS VOL.    25 

ALL QUANTITIES IN 1000 METRIC TONS 
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TABLE 2 

WORLD TRADE BY MAJOR NATIONS 
OF FISH.  CRUSTACEAN AND MOLLUSC PRODUCTS 

AND PREPARATIONS WHETHER OR NOT IN 
AIRTIGHT CONTAINERS 
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TABLE 3 

WORLD TRAPP: BY MAJOR EXPORTING 
NATIONS IN 1965 OF HERRING (H) AND 
SARDINES (S) IN AIRTIGHT CONTAINERS 

QUANTITIES IN METRIC TONS 

REF.    F. A. O.   FISHERY STATISTICS    VOL.25 

•TtVf NSON ft MILLOOO.LTD. 
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INTRODUCTION AND SUMMARY 

/\ INTRODUCTION 

This is the second of two volumes reporting on a study of 
'The Sales Promotion of the Icelandic Fish Processing Industry".    In 
the first volume we developed alternative marketing strategies.    The 
optimal strategy *vas seen to generate about $ 3. 3 million profit annual- 
ly on sales of $ 10-1/? million.    This second volume tells how to imple- 
ment this optimal strategy. 

In the first 6 chapters we present the results of our in-depth 
interviews in the U. S. A.,   U. K. ,   France and the Federal German 
Republic.    In these interviews we sought to gain an understanding of 
Iceland's current position.    This included an assessment of the mar- 
ket's view of Iceland as a supplier of canned fish and fish products. 

B. SUMMARY AND H ECOMMENDATIONS 

Iceland can benefit from its Nordic image.    Its location is a 
strong advantage in exploiting the major markets in the U.S.A., 
U. K.,   France and Germany.    However the changing nature of these 
markets demands that Iceland improve its marketing strategy and 
poor image as a supplier.   Specifically,  Iceland must: 

establish market priorities on the basis of the profit- 
ability of each species in each market; 

enter the markets selectively and aggressively; 

become an "ideal" supplier: serving customers the 
way they want to be served; 

develop a marketing strategy that will earn maximum 
profits; 
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write a marketing plan annually; 

aggressively sell on a co-packing basis during the 
development period; 

sell only surplus products on a barter basis; 

re-invest profits generated in key markets in those 
markets; 

develop a consumer-oriented marketing organization; 

pre-test all products prior to entering the market; 

initiate a market-oriented product improvement and 
development plan; 

take advantage of being Nordic. 

If Iceland follows this strategy in implementing our recommen- 
dations in Volume I,  we believe that the fish canning industry will 
become profitable and earn significant amounts of foreign exchange. 

- 2 - 
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II 

ICELANDIC CANNED FISH INDUSTRY FACES 
A FORMIDABLE TASK 

A IMPLICATIONS OF GEOGRAPHIC LOCATION 

1.     Iceland's Location is an Advantage 

Recognized product quality.    No negative attitudes 
towards fish from Icelandic waters were uncovered 
during our study.    Fish from Nordic waters is 
believed by virtually all to be very superior.    Ice- 
land's products are of Nordic quality in the opinion 
of key people in all countries contacted by us. 

Nordic image.    There is no question that 
the Nordic origin of the catch can be ex- 
ploited.    Superior texture,  finer flavour in 
fish products are expected and will be believed. 

(c) Close to major European markets.    Fast service 
to European markets is an advantage.    Most mar- 
kets can be reached as quickly as from any com- 
peting country, 

(d) No negative attitudes over fishing ground rights 
disputes.    Purchasers are not interested in 
protection of fishing resources.    Their govern- 
ments and fishing fleet operators may hold strong 
feelings.    The ultimate consumer, the producer's 
concern,  is apathetic towards the issue. 

(e) Conveniently accessible to North America. 
Iceland is in a good location to serve North 
America.   Regular sea transport schedules 

- 3 - 
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rigidly adhered to will meet the requirements of 
United States buyers.    Service to the West Coast 
of the U. S. A. will have to be planned very care 
fully to assure steady and continuous supply. 

(f)    Low cost transportation with good emergency al- 
ternatives.    Sea transport is economical.    The 
variable cost of goods will not be adversely affee 
ted by shipping costs.     Buyers have an investment 
in a product's success.    They expect it to be 
readily available from stock.    Shipment by air 
may be necessary to prevent an out-of-stock 
situation.    Failure to protect a customer will 
result in delisting.    Another supplier willing to 
guarantee 95-97% in-stock will take over the 
available shelf space. 

0.        CHANGING STRUCTURE OF CHANNELS OF DISTRIBUTION 

1. In Europe the channels of distribution are changing 
to meet changing market conditions.    The success 
or failure of EEC and/or E^F'TA will have major im 
pacts on the channels.    The current situation is out 
lined in Chapter VII. A successful marketer must 
monitor the market continuously to keep his strategy 
in line with the changing patterns.    Further,   all over 
Europe,  supermarkets are growing in importance 
-- rapidly.    The situation in England,  Germany and 
France is much like that in North America in the 
1950-55 period. 

2. The structure of the channels of distribution has 
firmed in North America,   but the market has nar- 
rowed.    Fewer key customers have significantly more 
influence than they had even five years ago.    Superior 
relationships with these key outlets is vital to success. 
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C.       COMMODITY PRODUCTS YIELD LOW PROFIT 
MARGINS TO FINANCE GROWTH 

3. 

From the marketing point of view a commodity 
product is one that is marketed by many competing 
producers in substantially the same form. 

Competition for shelf space among commodity sup- 
pliers is intense. 

Profit margins are driven down by competitiors in 
their drive to obtain a share of the limited shelf 
space 

D. [EAVY DEMANDS PLACED ON NEW SUPPLIERS WHEN 
INTRODUCING NEW PRODUCTS 

3. 

New suppliers and new products must return more 
profit per cubic foot of shelf space than the products 
they replace.    The consumer holds no favourites 
among products or suppliers.    A product must be 
profitable and risk free to the buyer.    The onus is 
on the seller of the new product to prove its super- 
iority,  profitability and housewife acceptance. 

Test markets are mandatory in the United States. 
They enable the buyer to reduce his risk when he 
buys a new product. 

Test markets,  while not mandatory,  are becoming 
important in Europe,   In both Germany and England 
they are virtually a necessity.    In France they are 
desired, but not required. 

5 - 
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E-       TREND TO VALUE-ADDED PRODUCTS PLACES ADDITIONAL 
DEMANDS ON PRODUCERS 

1. Target group must be precisely defined.    Increasing 
affluence and travel has created a more discrimina- 
ting consumer.    Her tastes have broadened.    She 
knows what she wants.    Fier product choice reflects 
the demography (age,   education,   income,  geographic 
sector of the country) of her background.    Any prod- 
uct appeals to specific segments of the population. 
It is the marketer's job to decide the target group 
for each product or brand. 

3. 

Product concepts must be tested for acceptability in 
the U.S.   These low cost tests reduce the producer's 
risks.    Before a tin is packed,  the canner will know 
the relative chances for product success. 

Product flavour and quality must be tested in all 
markets.    This step,  like the concept test,  takes 
place prior to entering a test market.    It will ensure 
that the product fits the environment in which it will 
be marketed. 

4.     Shelf packaging must be competitive in the shelf en- 
vironment of the country in which the producer 
markets.    Package suitability and its competitive 
impact can be determined in the design stage,  again 
reducing the canner's risk by testing prior to com- 
mitment to the test market. 

5. 

6. 

Cases must be clearly printed and coded tor easy 
identification in dark warehouses. 

Automated checkout counters are forecasted for use 
by 1972 in Canada and the United States.    The require- 
ments in this area should be determined.    Universal 
product codes will be adopted -- either 4 or 7 digits 
depending on the system ultimately agreed upon. 

- 6 - 
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These digits will automatically read the price and 
reported movement will control store and warehouse 
inventories. 

F-       SUPERIOR IMAGE OF ICELAND'S PRODUCTS IS OFFSET 
BY A POOR IMAGE OF ITS PROT)UCERS~ 

Icelanders are seen to be stubborn and inflexible. 
Buyers who have had contact with them do not believe 
they are really interested in meeting the market's 
needs,  only in selling their products the way they 
want to sell them.    This is serious:   a change in 
attitude is essential. 

2. Customers feel that Icelandic exporters do not follow 
through on promises or requests.    Enough buyers 
raised this objection for it to be a cause of very 
serious concern.    A supplier is expected to be sen- 
sitive to customer demands. 

3. Icelandic producers do not make it easy for custo- 
mers to buy from them: 

(a)     Determine optimum case size.   The size of 
case required varies by product and by country. 
The customer must be offered the case size 
that is best suited to his market. 

(b) Personal name problem.   Some Icelandic rep- 
resentatives are too sensitive when asked to 
spell their name.    This causes lost sales,  es- 
pecially in North America where the family 
name is of little importance. 
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THE CURRENT MARKET ENVIRONMENT 
IN KEY COUNTRIES 

A.        UNITED STATES 

1. The upsurge in the number of supermarkets is ending. 
Future growth will be related to population increases and 
urbanization. 

2. The society is becoming more affluent at an accelerating 
rate. 

3. Ethnic or national products are growing at a significantly 
faster rate than products in general. 

4. Volume is growing rapidly in "gourmet" items but is 
still relatively small.    Many of these items are moving 
from the gourmet counter to the regular shelf.    When 
products are located in the regular canned fish location 
sales increase.     Products located in the canned fish 
section sell at from 50 - 200 times the rate of the same 
product in or over a cooler or refrigerated case. 

5. The large number of new products being offered increases 
the difficulty of obtaining listings.    Large stores will 
handle 7, 000 to 8, 000 items within the next 5 year.    A 
sample new item form is found on the following page. 
This form is typical of the information a seller must 
provide to a buyer. 

6. Supermarkets are becoming more responsive to differences 
between neighbourhoods.    Some items are handled by 
specialized wagon jobbers that deliver directly to 
chain accounts.   With the exception of sardines,  Ice- 
land's products will probably be handled by wagon 
jobbers. 
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1.      There are wide disparities in fish consumption from 
one sector of the country to another.    Gourmet and 
value-added fish product consumption is highest on 
the two coasts.    Concentrated effort in these two 
areas is paying off for some packers.    Products do 
not have to be sold nationally to succeed. 

8. The types of fish products consumed vary by section. 
Local brokers know their local markets.    The prod-* 
ucts to be emphasized must initially conform to 
local taste.    Over time,  tastes can be expanded to 
include a wider variety of products. 

9. Good packaging is vital to success.   Shelf impact is a 
function of graphic design.    Product stability on the 
shelf is important to sales success.   Case size 
should relate to product movement so as to provide 
a turnover of 12 - 17 times annually. 

10.      Except for salmon and tuna,  there is virtually no 
promotion of canned fish items by manufacturers. 

U.      There are strong doubts about the Icelander being 
able or willing to do the things,  from both a product 
and marketing point of view,   required to achieve 
success.    Buyers are very concerned about his inflex- 
ibility.    We were frequently told: "Icelanders try to 
sell us what they want to sell,  not what we want to 
buy".    This negative image must be overcome,  if 
the new strategy is to succeed. 

12.     Private label products are growing in importance, 
especially in high volume,  low margin commodity 
products.    Private label products are products 
packed by a canner using a chain or voluntary group's 
label.    The product must meet the product standards 
of the chain or group. 

- 11 
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13. 

14. 

16. 

Co-packing is an accepted procedure by full-line 
producers.    The supplier normally initiates the 
contact.    The product specifications are set by the 
purchaser.    Normally these specifications are 
rigidly enforced. 

Chains and wholesalers are rapidly upgrading the 
quality of buyer personnel.     \ key criteria in person- 
nel selection -- for both canner s and the selected 
brokers -- must be very high calibre personnel. 

Although the supermarkets are the major outlets, 
department stores are important for specialty /gour- 
met products.    These stores reach the highest 
socio-economic levels.    They are important from a 
prestige point of view. 

In spite of fears about Iceland's willingness to serve 
customers the way they want to be served,   chains 
and wholesalers are willing to provide an opportunity 
for a market-oriented approach.    The Icelandic in- 
dustry can succeed,  providing it does the right things. 
If it fails to market successfully now,  the loss will 
be a growing market for a long time. 

17.      The institutional market in the U.S.  is large,  but it 
is of relatively low importance for canned fish. 

B.        UNITED KINGDOM 

1. The U.K.  market for canned fish is large and expan- 
ding. 

2. Unlike the U.S.   which will not tolerate specific items 
out-of-stock,  the U.K. will accept temporary out-of- 
stock.    However,  buyers,   supermarket and department 
store personnel report that this condition is changing. 
They predict that out-of-stocks will not be tolerated 
within three to five years. 

- 12 - 
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3. There is a "filter down" process in U. K.  marketing. 
A product can be introduced as a gourmet or specialty 
item.    If popular,  it will then move down the line and 
onto the regular shelves. 

4. Icelanders have apparently neglected the U.K.  mar- 
ket.    This is an advantage.    Negative attitudes are 
not as strongly held as in the United States. 

5. There are great opportunities for upgrading the can- 
ned fish market.    The Whitefish Marketing Board 
and the stores themselves are working to this end. 
Quality and package improvements are key. 

6. The institutional market does not use significant 
amounts of canned fish at present.    Shrimp and 
cod roe do represent opportunities in the long-term 
however. 

7. The fishing grounds problem between Iceland and the 
U. K. does not affect the buyer or housewife. 

8. Sardines and other fish products have greater accep- 
tance at higher socio-economic levels than canned 
salmon.    Sardines find their greatest acceptance 
among older consumers.    "All other" canned fish 
is accepted more by younger groups.    The "all other" 
group will require promotion. 

9. Food tastes are widening.    Trips abroad and television 
are changing the taste preference among U.K.  homes. 

10.     Sales promotion is accepted and used.    The consu- 
mer is influenced directly by point-of-sale material 
and on-and in-package promotions.    She is influenced 
indirectly by home economists and columnists for 
newspapers, magazines,  radio and TV who use ma- 
terial provided by suppliers. 

13 - 
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To be effective,  sales promotion material must be 
professionally developed and consistent with the 
environment.    Contrast this with Icelandic brook 
trout.    The package contains a recipe booklet which 
has been translated literally.    It reads neither like 
a British recipe nor an American recipe.   It should 
be revised to conform to the accepted pattern in the 
respective countries. 

11.     A wide selection of individually branded items is 
required to make advertising possible,    A single 
brand name with a number of products in the line 
will generate enough marketing dollars to support 
advertising.    Separate brand names dilute the 
marketing impact. 

12.    Test marketing is growing in importance.   The re- 
duced risk and improvement of the chance of success 
in the market place makes this step a must.   Sup- 
pliers that identify with this trend are looked upon 
as progressive.    They are seen as good business 
partners. 

13.    Chains are becoming an increasingly important 
factor.    Delicatessens are entering the field.    De- 
partment stores are important.    Marks and Spencers 
does $250, 000, 000 annually on 350 items.   Not one 
of these is a fish product. 

14. Fish in general has an "image" problem.   It cannot 
be ignored by any producer.    We suggest that Ice- 
landic producers work with other marketers,  such 
as John West,  and with the Whitefish Authority to 
create a better image. 

15, In spite of this, there is a supply,  not a demand 
problem in the U, K.   The Englishman is a fish 
eater.    Once his wants are determined and the 
products to meet those wants developed, he will 
buy.    This is the producer's responsibility. 

14 
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16. The increasing affluence among U.K.  consumers 
creates opportunities for value-added products now. 

17. The range of fish products consumed varies region 
ally.    Herring sells best in Scotland,  sardines in 
England,   Northern Ireland and Wales.    Metropolitan 
centre stores will buy gourmet products. 

18. Salmon dominates among imported products with 
69'% of the units and 51. 5% of the dollars. 

19. Current forecasts indicate supermarkets will account 
for 45% of the turnover by 1972 and 60% by 1977. 

FRANCE 

1. France is the largest importer of canned fish in the 
Common Market. 

2. The franc value of canned fish has been rising heav- 
ily and steadily.    The French look upon fish as an 
expensive form of protein.    This is a basic actitude. 
When selling gourmet or value-added products this 
cultural value is a plus.    For commodity products 
it is a minus factor, 

3. Canned fish accounts for over 1/6 of total fish con- 
sumption in France. 

4. Fish consumption is greatest in large urban centres, 
There are wide regional variations in the consump- 
tion of canned fish.    Paris,   Lyon and Marseille are 
key fish consuming centres.    Even in these centres 
shelf space is relatively limited. 

5. Canned fish consumption reaches its peak among 
the "Middle Executive" socio-economic group. 
Buyers believe this fact can be exploited through 
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marketing.    People further down the socio-economic 
scale follow the pace setters. 

The institutional market in France is not a major 
opportunity market. 

Influential people believe fish is "not a meal".     There 
is a prejudice against fish.    Fish is an appetizer.    It 
is either a course in the main meal of the day or it is 
used in the secondary meal. 

Among those interviewed there were no negative reac - 
tions toward Iceland,  its people or its products. 
Housewives are thought to have a favourable impres 
sion about Iceland.    This impression could be carried 
over to Icelandic products. 

Fear was expressed that Iceland was apt to be an 
"in-and-out" supplier.    This could not be tolerated. 
Iceland's entry,  to be successful must be on a con- 
tinuous basis. 

GERMANY 

1. The German market for imported processed fish in 
cans has been relatively static since 1957, 

2. Herring sales have declined recently.    This is belie- 
ved to be a temporary phenomena.    It is related to 
the catch rather than to a change in housewife pref- 
erence. 

3. The selling price of branded merchandise can be 
80 - 100% above the "normal" price level.  This 
price must be established with the pricing authority 
in Berlin. 
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5. 

6. 

Low price branded imports are not normally nego- 
tiated and have no bearing on the overall price situ- 
ation. 

Three of every four fish sales are of the low cost 
commodity product.    The obverse is the key:   25% 
are not sold as a commodity.    There are opportuni- 
ties for superior products.    German products are 
very good.    The non-German competitors product 
will have to be better than the best of domestic prod- 
uction.     This is true from both a quality and mar- 
keting point of view. 

Turnover at the wholesale level amounts to 13 turns 
per year. New products have to equal or better this 
turnover rate. 

7. Canned Icelandic products are virtually unknown in 
the market place.   Consequently there are no preju- 
dices against canned fish products from Iceland. 
Nor are there any preferences.   Iceland must there- 
fore build a superior image for its products.    The 
specialty market is difficult to compete in -- the 
German canner s produce a wide range of superior 
products at low prices.    This market will have to be 
carefully assessed for a foreign entry to be success- 
ful. 

8. The main meal in Germany is normally the noon 
meal.    Fish is used during evening meals.    This 
knowledge is important in positioning a product 
image. 

9. There is a trend to better quality products and 
specialty products,    Germany's affluence creates 
product opportunities.    Part of the value of quality 
and specialty products is the high price paid. 
Duties and tariffs that normally work against a 
product can work for high value products. 
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10. Key people   in the trade held three strong views 
about canned fish; 

(a) Ready-to-serve convenience is critical. 

(b) Good taste is vital to success.    As taste is sub- 
jective,  tests must be carried out to achieve the 
taste level desired by a product's target group. 

(c) Digestibility is always mentioned by home econo- 
mists.    However,  unless there is an illness in 
the family,   it is not an important factor in the 
housewife's purchasing decision. 

11. There is a major opportunity for an importer who 
converts a semi-preserved product into a fully pre- 
served one.    This moves the product to a more 
favourable shelf location. 

12. Packaging is critical to success.    It must compete 
successfully in the German environment.    The design 
should be developed locally. 

13. The trend to supermarkets is accelerating.    New 
products must meet the exacting demands of large, 
well managed supermarket organizations. 

14. Advertising has been weak and inadequate.    Provid'ng 
sufficient funds can be generated there could be an 
opportunity.    The potential return will have to be 
weighed against the cost.    Brokers do not believe that 
Iceland can generate enough funds to succeed in this 
market. 

15. The use of canned fish products by institutions is ex- 
tremely small. 

16. The prices for fish preserves have increased at the 
same rate as food in general. 
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I 17.     Importers are not optimistic about the success of an 

Icelandic entry into the German market.   All elements 
in the product and marketing strategy will have to 
create a synergistic effect for an imported product 
to succeed. 

E. EASTERN EUROPEAN NATIONS 

1. There are barter opportunities. 

2. eastern European countries do buy products.    Prices 
for purchased products can be higher than for the 
same product obtained on a barter basis. 

3. The world market price for commodities is well 
known.    Eastern nations start negotiations from this 
point. 

4. With increasing affluence there is an opportunity in 
certain Eastern European nations for value-added products. 
A close watch must be kept on both political and eco- 
nomic realities to take advantage of these opportunities. 
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IV 

BARTER 

A.        BARTER IS IN A STATE OF FLUX 

The rapid changes taking place in Eastern European econo- 
mies affects barter.    A good assessment of the effect of 
these changes is required to take advantage of them. 

2, Political realities affect barter.    Czechoslavakia is a 
case in point.    In 12 months they moved from being a 
relatively poor barter partner to a better than average 
one back to poor. 

B.        BARTER AGREEMENTS MUST BE FULFILLED EXACTLY 
AS NEGOTIATED 

1. Changes cannot be made by the producers.   Strict 
monitoring of products purchased by barter is the norm. 
Products that do not meet the barter deal exactly as 
negotiated will be returned to the producer. 

2. The buyer will honour his agreement.   Just as he expects 
you to honour your part of the deal he will honour his. 
A supplier can negotiate with confidence. 

C, BARTER IS A LOW PROFIT TRANSACTION 

1. A barter sale is a last resort sale. 

2. Barter is a means of disposing of surplus. 

3. A conscious trade-off decision should be made between 
holding the product in inventory for one season and 
bartering now.   This is an economic decision.    Each case 
has to be examined on its own merits. 
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D«        IC KI.AND IS NOT LOOKED UPON AS A SUPERIOR 
NEGOTIATOR 

People interviewed in Europe judged Iceland to be relatively 
poor at negotiating barter transactions or taking advantage of bilateral 
trade agreements.    This opinion was based on a comparison between 
Iceland's barter agreements with the U. S. S. R.   and other countries' 
trade with other eastern countries.    Iceland was not felt to be obtaining 
a comparable price for its products. 
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CHANNELS OF DISTRIBUTION 

\.        THE CHANNELS OF DISTRIBUTION 

1. There are variances between countries and within 
countries. 

2. The nature of the sale determines the channel of 
distribution. 

B.       UNITED STATES 

1,     Consumers Channels 

(a)   National Brand 

Housewife 

Department Í Store I 
Supermarket 

Whole saler 
L  

Rack 
Jobber 

I Chain or Volun- 
~ ^ tary Warehouse ^- 

• 
Delicatessen 

Wholesaler 
 I 

Importer or Broker 

Importer 

Canner Selling Agent     Canner Selling Agent 
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(b)    Private Label (sold solely by the supermarket, 
voluntary group or department stores). 

i Department Store 

Housewife 

i 
Rack Jobber 

Canner or 
Canner's Selling Agent 

Sup erma rket 

• 
Chain or Voluntary 

Warehouse 

(c)   Controlled Label (sold to a single chain in one 
area and to other non-competing chains in other 
areas). 

f 
Department Store 

Housewife isje 

» i •« J 

> 
Supermarket 

Chain Warehouse 

Canner or 
Canner's Selling Agent 
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id) Co-packed product (packed to another manufactu- 
rers specification under the other manufacturers 
label and product specifications). 

Housewife 

f i 
rn 

I 
Manufacturer of Line of 

National or Regional 
Brands 

Canner of Product 

Ì Department Store Supermarket Delicatessen 

Wholesaler Chain Warehouse 
i 

Wholesaler 

2.     Institutional Channels 

tnner'i Canrier's 
Selling Agent 

I 
Canner 

Institution 
i 

} iti« Institutional 
Wholesaler 

i 
Canner's 
Selling Agent 

? 
Canner 
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C-        trNITi:i) KrNGDOM 

1.     Consumer Channels 

•       f 
Housewife 

T 
Dairy-     Fish- Department 
Man mongers   Stores 

i 
Supermarkets 

Wholesalers   Whole- Chain Chain Warehouse 
I salers Warehouse 
I • * 

~i ì * 
Grocery Green     Butchers 
& Provision    Grocers 
Dealers 

I  -4- 
Wholesalers 

Broker 

1 
Canner's Selling Agent 

Canner 

Certain manufacturers, such as John West operate 
under co-packing arrangements similar to those in 
the United States. 

Department stores like Marks and Spencers buy prod- 
ucts under their own label directly from canners. 
Canners must pass rigorous quality control specifica- 
tions and product tests.    Production facilities are 
carefully inspected.    Marks and Spencers does 
$250, 000, 000 per year on 350 items -- none of which 
is fish.    They have not been able to find a canner that 
meets their rigorous requirements for production 
quality control. 

Some department stores in the United Kingdom do sell 
national brands. 
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4.        Institutional Channels 

Institution 

f 
Broker > 

Wholesaler 

t 
Broker 

•  
Canner's Selling Agent 

I 
Canner 

D.        FRANCE 

1.       Retail Channels 

Housewife 

f 
HOUSt 

f 
Importer 

~1 * 
Grocery Fish 
Store Shop 

x     .   .      J    1     I 1 Importer   Wholesaler      Importer   Wholesaler Importi 

Variety Department   Supermarket 
Store Store 
(like 
Woolworths) 

_i l   Í 
Cham 
Warehouse 

I 
Importer 

or Chain 
Warehouse 

1 
Importer ip< 

i 

ripies 

Importer 

Canner's Selling Agent 

Canner 
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2.       Institutional Channels 

(a)     Large Large Institutional Purchaser 

I 
Importer 

I 
or 

I 
Canner's Selling Agent 

I 
Canner 

(b)   Small Small Institutional Purchaser 

*  
Wholesaler 

I  

± 

Importer 

I 
Canner's Selling Agent 

I 
Canner 
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E.        GERMANY 

1.      Retail Channels 

Housewife 
* 

Depar 
ment 
Store 

t 

fr 

Whole- 
saler 
Provisi« 
Dealer 

Fish Store 

Fish 
Whole- 

Super 

i 

market 

i 
Wl 
sa 
Pr 
De 

Gi * ~ocer 

v 

DeliCc 

1 

Ì 
itessen 

T 
Fish 
Whole- 
saler 

sal 

on 

< 

er 
îole- 
Ler 
ovisi 
aler 

on 

Fish 
Whole- 
saler 

i 

i ' \ ' 

Chain or          Fish 
Voluntary        Whole - 
Warehouse      saler 

i     i   . ' 

4          t 
Whole-         Fish 
saler             Whole 
Provision    salef 
Dealer               ! 

J 
Importer/Broker 

1 
Canner1 s Sales Age 

1 
nt 

Canner 

2.     The institutional market is trying specialty products. 
For canners this does represent an opportunity. 
Additional research is required to identify the prod- 
ucts with the greatest opportunity. 
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F.        EASTERN EUROPEAN NATIONS 

1.     Retail Channels 

Housewife 

1 Government Retail Outlet 

Trading Company 

J  

Ï Canner's Selling Agent 

\ Canner 
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PROBLEMS WITH FOREIGN SUPPLIERS OF FISH 

A.        FEAR OF FAILURE TO MEET QUALITY STANDARDS 

1. Supermarket buyers have had bad experiences when 
comparing cans offered as samples with delivered 
product.   When the buyer cuts a can taken at random from 
an order, the buyer expects the product to equal the 
quality of the sample from which he has bought.   Only 
by positive action -- equalling or exceeding the quality 
of the sample -- can a reputation be built and held. 

2. Iceland does not have this problem.    Buyers have not 
had enough experience with Icelandic goods.    Where 
they have,  they believe that product promises are ful- 
filled. 

B.       POOR PACKAGING 

1. Packaging in a self-service store is the key to the sale. 
This makes superior package design and shelf utility 
critical.   With the growth of supermarkets this will 
increase in importance. 

2. Buyers are concerned about the quality of; 

Containers 

Package design 

Tolerances set for colour control on labels 

Stability on the shelf 

Ease of opening consistent with housewife safety 
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Shipping Case: 

product identification clearly visible 

withstands normal handling 

of such a size as to generate the required 
turnover. 

C-        FKAK OF FAILURE TO MEET DELIVERY COMMITMENTS 

1. Out-of-stock at the retail level causes consumers 
dissatisfaction -- the housewife blames the store. 

2. Out-of-stocks are very costly to the retailer, not 
just in terms of lost sales.    Lost customer goodwill 
is equally critical. 

3. The retailer's image as well as the canner's is at stake. 

4. 

5. 

Computerized store ordering/warehouse inventory 
control systems increase the cost of out-of-stocks. 

The buyer looks bad in the eyes of chain management. 
Buyers will delist consistent offenders. 

D-        LLAR  THAT SUPPLIER DOES NOT UNDERSTAND THE 
ENVIRONMENT 

1. Foreign suppliers are expected to conform to the 
environment in which they are marketing. 

2. The pace and style of business in a country is not 
always recognized by the foreign supplier, 

3. Canner's policies do not necessarily meet the require- 
ments of a specific national market.     Buyers believe 
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it is the exporter's responsibility to adapt to the local 
environment.    It is the seller's job to conform,  not 
the buyers. 

4.     Many suppliers do not react well to suggestions by 
buyers. This fear was expressed sufficiently frequent- 
ly for it to be a genuine source of concern. 

K-       SLOW RESPONSE TO INQUIRIES 

Foreign suppliers often ignore requests for information.    Buyers 
are often intermediaries for senior management.    Suppliers ignore 
requests for information at great risk.    Foreign suppliers often fail 
to realize that quick,   good responses will be rewarded. 

F.        LACK OF FLEXIBILITY IN APPROACH 

1. The markets and products sold in the markets are 
changing at a very rapid rate.    Canners are expected 
to understand this.    They are expected to react. 

2. Some foreign suppliers have a tendency to reject re- 
quests for product modification without studying the 
feasibility of fulfilling the request.    Nothing irritates 
a purchaser more.    An apparently stupid request is 
not stupid in the eyes of the man who made it,   A well 
conceived rejection after careful study is never a 
problem.    Outright rejection always is. 

3. Some foreign suppliers are viewed as rigid.    Once 
this attitude takes hold it is very hard to break.    Pur- 
chasers do not want to take risks.    They know they 
will find a compatible organization to work with. 

4. In both the United States and the United Kingdom, 
Iceland is looked upon as an irresponsive, rigid, 
dogmatic supplier. 
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G-       ZIliMiOF FAILURE TO SUPPLY ALL  REQUIRED 
IX)CUMKÑTS 

1. Customs clearance is slowed. 

2. Costly out-of-stocks occur. 

3. Buyers believe some sellers are sloppy distributors. 
It is the seller's responsibility to meet all legal and 
regulator^ requirements.   Once a    upplier is black- 
listed it is virtually impossible to redeem his lost 
position.    This is especially true in North America. 
There is a trend in this direction in all countries 
studied.    The trend is accelerating. 

"•        FEAR TI f AT F0R RKÏN CANN ER IS NOT MAKING A 
i 'ON c- -'^R^TCöILMTTIVL^^^ 

1. A chain cannot afford to build a market for a product 
and then have the supplier pull out. 

2. The buyer's space and monetary investment in an 
Icelandic brand must be protected. 

3. The proof is in the performance of the supplier. 
Buyers talk to one another.    A good reputation be 
comes known quickly,  a bad one even faster. 

4. If necessary to keep the product available,  the buyer- 
would expect a supplier to obtain raw material wher- 
ever it is available in the world.    Similarly he is ex- 
pected to deliver it on time.    This can mean shipment 
by air,  rail or even bus as well as by sea. 

5. This concern is great with commodity products.    It 
is even more important for value-added products. 
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VII 

KSTARIJSH M All K KT PRIOR ITI HS ON A VrAllIE;rT_nASIS 

A.        PHILOSOPHY 

1. Complete flexibility must be maintained to earn the 
greatest return from every catch.    Once a fishing boat 
has left port,   operating costs arc incurred regardless 
of the size or type of catch. 

2. When a boat returns the goal should be to market 
whatever is caught, wherever it is wanted, in the 
form it is wanted. 

3. The object:   To sell everything,   waste nothing. 

4. Given this attitude,  the problem is one of supply 
rather than demand.    Critical examination of the 
markets for a specific catch must be undertaken. 
Immediate judgements to optimize the monetary 
contribution of the catch must be made.    The 
decision criteria must be predetermined to speed 
the decision. 

a        HERRING AMD SILD SARDINES 

1. United States imports have ranged between 25, 000 
and 30, 000 metric tons in the 1964-67 period. 

2. The German Federal Republic has imported from 
12, 000 to 23, 000 metric tons during this same period. 

3. France's imports have ranged between 13, 000 and 
19, 000 metric tons. 

4. The U. K.   imports between 19, 000 and 25, 000 metric 
tons annually. 
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5.     We believe the markets for sardines and herrings in 
order of priority should be. 

United Kingdom 

United States 

France 

German Federal Republic 

Virtually all Germany's imports are from southern 
Europe.    The United Kingdom is also a heavy importer 
from southern Europe.    To the extent possible the 
sild sardine flavour should match the flavour of the 
Portuguese product when marketing in Germany and 
the United Kingdom. 

C.        SHRIMP 

There is a world wide shortage of shrimp.    Prices 
will eventually reflect this shortage. 

The key opportunity market for shrimp is the United 
States.    Total imports have grown from 10 to 21.4 
thousand metric tons between 1958 and 1967.    Icelandic 
shrimp are "tiny".    This size is becoming more im- 
portant,  although it is still a relatively small segment 
of the market. 

France,  the United Kingdom and Germany follow in 
that order. 

O.        LUMPITSH CAVIAR 

1.      The United States should be the number one target 
market for Lumpfish Caviar.    The milder flavour of 
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the Icelandic product compared with sturgeon caviar 
should be an advantage.    Caviar is a high status prod- 
uct.    High status and relatively low price when com- 
bined with the blander North American flavour pref- 
erence should yield success. 

2.     The United Kingdom,   France and Germany 
should be secondary targets in that order. 

E.        TROUT 

1. The United States should be the target market for 
trout.    This is a gourmet item.    It should be priced 
high and sold very selectively. 

2. Should any product remain,   it could be allocated to 
the German Federal Republic,  the United Kingdom 
and France. 

F.        COD LIVER PASTE 

1. France is the key market for Cod Liver Paste.    The 
opportunity for this product in the United States, 
United Kingdom or Germany is negligible. 

2. Eastern European countries,  particularly Czechoslo- 
vakia and Hungary are secondary opportunity markets. 

G.        COD ROE 

1.     The United Kingdom is the market for cod roe.    Con- 
trary to other products,   institutions,  particularly 
fish-and-chip shops,  are the key outlets for cod roe. 
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H.        FISH »ALLS 

1. As with lumpfish caviar,   cod liver paste,  cod roe 
and fish loaf,  there are no statistics on this product. 
It is our belief that fish balls can be profitably mar- 
keted as a part of fish chowders and fish soups. 

2. On the basis of marketing fish balls as part of a soup 
the priority markets should be the United States and 
France.    Private label and co-packing opportunities 
should be explored. 

3. There may also be an institutional market opportunity 
in the United Kingdom.    This should be explored with 
institutional buyers and major distributors. 

I. FISH LOAF (FISH PUDDING) 

1.      Current purchasers should be concentrated on. 
There is not a sizeable market for this product in 
the U.S.  or the Federal Republic of Germany. 

CLAMS 

1.      The major shortage of clams in the United States U 
expected to continue.    Whole and chopped Icelandic 
clams can be sold profitably.    The long-term oppor- 
tunity appears to be good as a result of their increasing 
popularity and pollution-reduced supply. 
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VIH 

ENTER THI-: MARKET SELECTIVELY AND AGGRESSIVELY 

A-        ICELAND'S RESOURCES AHE LIMITED 

1.      The risk of market entry with an Icelandic branded 
product must be minimized.    Associated Canneries' 
and Iceland's resources must be protected from undue 
risk.    This can be done if : 

(a) Icelandic national brand products are tested for: 

Concept 

Product 

Packaging 

Marketing Strategy 

The concept of testing is covered in Chapter XVI. 

(b) Iceland supplies premium quality products.    On 
branded products it is vital to set and maintain 
superior product standards.   Only by doing this 
will it be possible to earn higher than standard 
prices for the non-value-added products.    Further, 
by doing this the markets become receptive to 
value-added goods produced in Iceland. 

2.     Subsidize market entry by co-packing and packing 
private labels.    This is a key element in the marketing 
strategy.    Supplying other packers and packing chain 
private labels make important and needed contributions 
to overhead.    As the demand for successful national 
brands makes increasing demands on plant and raw 
materials,  Iceland should gradually phase out of this 
lower profit business. 
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B.       ENTER PRIORITY MARKETS WITH PREMIUM QUALITY 
AND VALUE-ADDED PRODUCTS 

*«     United States 

a.      Iceland should enter the United States with: 

Brook Trout 

.       Lumpfish Caviar 

Cross-packed Sardines in Olive Oil 

Shrimp 

Clam s 

Pet Food 

These products, except for pet food,  should all 
be branded.    They should represent the best of 
the pack.    They will not be value-added products. 
This strategy builds on current strengths.    It 
will lay the foundation for acceptance of more 
profitable value-added products.    Pet food should 
be co-packed. 

b.     Iceland should adopt a common brand name which 
will identify the products with their Nordic 
origin.    This will take advantage of the favourable 
attitude towards, and image of Nordic fish 
products.    Once a suitable name has been found 
it should be registered as a trade-mark.    This 
will protect Icelandic products from poor quality 
imitations. 

c,     Co-packer s and private labelers should be the 
first target.    The benefits and the strategy are 
outlined in Section A-2 of this chapter.    These 
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sales will have to be made directly to the national 
brand packers and to the chains.    Private labels 
can help to obtain listings for the national brand 
if both are negotiated concurrently. 

d. After basic products are established,  canned 
value added  herring products should follow. 
This will mean introducing the taste to most 
people and setting the taste standards.    These 
products can be very profitable when well mar- 
keted. 

e. Next should come value-added items.    Products 
like pate of smoked crabs,   where the fish or 
crustaceans are a fraction of the total product, 
represent a very important opportunity.     Here 
profits escalate.    Appendix A. lists additional 
value-added opportunities.    The list is not all 
inclusive,   it is indicative. 

f. Pack all products for the Icelandic national label 
so that no refrigeration is required.    This will 
permit them to be sold from regular- shelves. 
In turn,  the volume will be 20 to 200 times great- 
er than a comparable refrigerated item.    Since 
there is no established taste it is not necessary 
to match the flavour of the refrigerated product. 

g. The tables on the next two pages identify the 
major markets in the United States,    We recom- 
mend that the east should be the first target,   the 
west second,   the mid-west third and the south 
last.    The high socio-economic characteristics 
of the west and its cosmopolitan nature make it 
an opportunity market in spite of its lower per 
capita canned fish consumption. 
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TABLK 2 

U.S. MARKET ESTIMATES 

(a)    Geographic segmentation. 

Ref :    Home Maker Guild -- Cross Section of 
Average American Home Life. 

ew 
York 

Boston 

(1) East:   9 states -- 25.9% of population 

(2) South:    16 states  -- 30 4% of population 

(3) Midwest:    12 states -- 29.4% of population 

(4) West:    11 states  -- 14 . 3% of population 
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(b)    Total consumption of canned fish products and 
portions imported.    (1964 - 1967 averages). 

Product Consumed 

35,200 

Import *d "o imported 

Sardines 22,700 64. 5% 

Herring 4,120 4,120 100. 0% 

Shrimp 8,100 1,020 12.6% 

Clams 32,600 750 2.3% 

Roe & Caviar 1,340 2 00 15.0% 

Halls,  Cakes & 850 515 60. 5% 

Puddings 
(Figures in metric tons) 

(c)    Estimated consumption patterns 

Area <r< Pop_. 

East 25.9 
South 30.4 
Midwest 29. 4 
West 14. 3 

% Total 
Canned Fish 
Consumption 

35 
30 
25 
10 

% Total Imported 
Canned Fish 
Consumption 

40 
20 
30 
10 

(d)    Estimated present market in East (40% of total) 

Product Consumed 

14, 080 metric tons 

Imported 

Sardines 9, 080 metric tons 

Herring 1,650 1,650 

Shrimp 2,470 408 

Clams 12, 160 300 

Jtoe and Caviar 530 50 

Cakes,   etc. 340 206 
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2. United Kingdom 

a. A similar strategy should be used in the United 
Kingdom.    Sardines,  both Portuguese style and 
Scandinavian style,  should spearhead the entry 
to this market,  in conjunction with caviar. 

b. Herring and herring tid-bits can be added.    Her- 
ring,  especially kippered herring,  is popular in 
Scotland.    With good marketing herring sales 
should be extended to all parts of the United 
Kingdom. 

c. Firms like John West should be contacted for 
co-packing. 

d. Marks and Spencers are a key target for Icelan- 
dic products providing their production standards 
can be met.   They do not sell canned fish now, 
but they will, if an acceptable product is avail- 
able. 

e. Pet food is an opportunity product class.    This 
rapidly growing market provides an opportunity 
for co-packing.    Spillers should be a key pros- 
pect.    Thus armed with the knowledge of this 
specialized market,   Iceland will eventually be 
in a position to develop and test its own brand. 

3. France 

a.     A gourmet,  value-added product approach to 
this market offers the only chance of success. 
France is a large importer and a very large 
packer nation.    However,  to succeed Iceland 
will have to identify a distinctive sector in the 
market and create products for that sector. 
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b.      Florring fillet,  herring tid-bits,  cod liver, 
lumpfish caviar and shrimp are opportunity 
products.    Entry should be based on a full line. 

German Federal Republic 

a. This market will be very difficult to enter.    It 
is well served with superior domestic products. 

b. The only opportunity is for gourmet products. 
Iceland should market only products that can be 
registered with the pricing board. 

c. Products that are commodities in the German 
Federal Republic are value-added in all other 
countries.    Hence,  it is an important market 
to maintain contact with.    New product ideas for 
sale in other countries can be identified here, 
especially with respect to herring.    To some'ex- 
tent,  the German market's products can serve 
as a product research and development idea 
generator.    This will make a profitable contri- 
bution to your marketing efforts in other coun- 
tries. 

C' PRODl'CT AVAILABILITY AND MARKETING SUPPORT 
MIST mi oN~X 'PI-:K.\íAñKNT BASIS       ~~ "" 

1.     Iceland must enter its selected markets on a perman- 
ent basis.    In the past it  has earned a reputation for 
entering and withdrawing from a market.    This has 
resulted in a strong negative attitude on the part of 
buyers. 

To overcome this attitude,  we recommend that Ice- 
land's marketers share their long-term plans with 
buyers on initial calls.    Subsequent calls should be 
used to follow-up on these plans: to show how they 
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are being executed,   and to explain any variances. 

Iceland must be prepared to buy raw material from 
other nations in order to maintain a year-round supply 
to the market.    This is especially important if the 
catch in some year is too small to meet the market's 
needs.    Unless Iceland is prepared for such a contin- 
gency,   and develops plans accordingly,  much of the 
investment in developing the market will be wasted. 

Iceland will be expected to support its products in the 
market place.    Buyers will not expect it to compete 
with the John West's and the General Foods.    Rut,  it 
will be expected to buy promotion packages,   supply 
point of sale material and if possible,   advertise to 
the target group. 

Key buyers must know Iceland's marketing plans for 
the year.    They want to tie-in with its peaks in activ- 
ity.    The purchaser is vitally interested in selling as 
much of a product as possible.    He can only do this 
if he is part of the marketing team. 

I).        TUM RETAIL MARKET IS THE PROFITA BLK MARKET 

1.      In all countries studied the retail market for canned 
products outstrips the institutional market.    This is 
true from both a volume and a profit point of view. 
We are not saying "Do not sell institutions".    We are 
saying "Concentrate market building efforts on the 
retail market".    Products should be tailored to 
retail needs.    Only in the United Kingdom should a 
product (cod roe) be packed solely for institutions. 
In all other markets institutional products should be 
the same as retail products except that they should 
be packed in institutional sizes. 
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2.      Lumpfish caviar has an institutional opportunity. 
This is a unique and easily exploitable opportunity. 

MAINTE' A'CE OF STJPPLY IS 
V
OT CRITICAL IN 

FARTER 

1. It is important to maintain barter contacts.    If a con- 
tact is lost so is the opportunity to sell.    Barter falls 
behind private label co-packing in the long-term order 
of priorities. 

2. It is not necessary to sell to barter purchasers 
every year.    Iceland can be in and out of the market 
without suffering any adverse reactions. 

3. The barter opportunity will be greatest if a "barter 
broker" is retained.    He should be placed on a fee 
basis and paid whether or not he is used in a particu- 
lar year.    The important thing is to have a good bro- 
ker available when his services are needed. 

SECTIONS OF KATIONS CAN   HE ENTERED 

1. Iceland need not enter entire nations at one time. 

2. In the United States the prime markets are New York 
and New England in that order.    This covers the east, 
referred to above.    It should be followed by a "role- 
out" to the remainder of the nation in the identified 
order -- West Coast,   Mid-west (Chicago first),  and 
finally the South. 

3. In the United Kingdom the targets are Metropolitan 
London,  the remainder of England,  Scotland,   Wales 
and Northern Ireland in that order. 
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Similarly in France and Germany the markets should 
be entered selectively.    In France,   Paris should be 
the starting point.    In Germany,   it is Munich, 
Stuttgart and Frankfurt. 

Primary efforts should be centred in Metropolitan 
areas of the larger cities.    This is true in every 
surrounding market. 

G. rCFLAND MUST DIRECT THF ACTIONS OF IUPORTFRS 
OR  IMPOR T KR / BÎTOKÎTRS ~  

Importers must execute Iceland's plans.    Only outstand- 
ing brokers should be selected.    Their activities should 
be based on Iceland's marketing plan objectives.    Fre- 
quent contacts will be necessary to monitor their per- 
formance to ensure it conforms to the agreed plan. 

Importers' knowledge of the market is an important 
input to Iceland's planning.    Prior to the writing of 
a plan they should be contacted for their latest know- 
ledge of the market.    This should include the prob- 
lems and opportunities they observe,   and their 
recommendations for action. 

They should participate in setting sales goals.    These 
goals must be realistic because they are the basis of 
financial planning.    Consequently one of the criteria 
in judging an importer is his willingness to participate 
in setting sales goals,  and the reliability of his estim- 
ates.    If the broker or importer is unwilling to accept 
this responsibility he is not a suitable partner for the 
Icelandic exporters. 
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IX 

l'O HE si ce I:SSFIL ICRLANP MI'S!' MKCOMK 
"AN^IPKAL" Sl'PPLŒU 

During our interviews we received many unfavourable comments 
about Iceland's unwillingness to bend to meet the market's needs. 
Such inflexibility will be disastrous if continued.    Instead we recom- 
mend that Iceland attempt to become an "ideal" supplier. 

In the eyes of the buyer -- the only important judge in this 
matter --an Ideal supplier: 

serves customers the way they want to be served; 

meets quality commitments; 

maintains a constant supply; 

meets delivery commitments; 

uses test markets; 

adapts his products to meet local or cultural needs; 

organizes his distribution and marketing systems 
so that they respond quickly to market demands; 

sets tight reply standards for handling customer 
correspondence -- written and verbal; 

has all the required information ready on the first 
sales call; 

designs labels in the country in which the product is 
to be sold; 
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prints shelf packages only in the language of the 
country in which the product is sold; 

advertises and promotes new entries; 

uses advertising and sales promotion to pull estab- 
lished products through the market; 

knows and uses existing channels of distribution in 
each country. 
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Dí:VH:LOP A MARKETING STRATEGY 

TO FARN OPTIMUM PROFITS 

ZLALÍ :^S CVRFFFLI.y  PO'? MARKETING AS FOR 
PRODUCTION ~~        

1. Pish marketers are becoming much more sophisti- 
cated in all markets.    These are Iceland's competi- 
tors.    The Gortons,   the John Wests,   the Richters 
are as knowledgeable and as aggressive as their 
environment will permit. 

2. Fish buyers are becoming more selective.    As 
supermarket chains become more dominant they 
upgrade the quality of their buyers.    When this hap- 
pens they become more demanding.    They set higher 
performance standards.    They buy from suppliers 
that appear to them to be eager to meet their needs. 

3. As the total market develops the demands on suppliers 
will increase.    As volume increases purchasers ex- 
pect more from their suppliers.    This is particularly 
true with respect to buying their promotion packages. 
A profitable supplier sticks to his marketing plan.    If 
the plan calls for this type of promotion,   it should be 
used.    If not,  the broker's job is to convince the buyer 
that the supplier's plan is in his interests.    This may 
result in the sales manager having to assist the broker 
in negotiating with strong-willed buyers.    Such a visit 
should be part of the sales manager's plan to contact 
key customers regularly. 

4. A supplier must plan to satisfy the housewife.    When 
he does,   his products will be in demand.     The buyers 
will support such a supplier.        As volume increases, 
the supplier will be subjected to demands for conces- 
sions and promotional allowances.    Iceland's plan 
must cover such a situation. 
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li.     DEVELOP A LONG-RANGE GOAL FOR MARKETING 
FISH 

1. Annual marketing plans should be stepping stones to 
the achievement of long-term goals. 

2. The long-term goals should reflect the philosophy on 
which the business is based. 

3. Long-term planning will prevent the Icelandic fish 
industry from making expedient short-term decisions 
incompatible with the long-term opportunity.    Doing 
this will pay major dividends.    Growth will be planned 
and controlled profitably. 

c«        RECOGNIZE SHORT-TERM LIMITATION^ 

1. Short-term limitations must not be allowed to prevent 
planning for profitable growth.    Cultural,   financial 
and product line limitations do exist but they are not 
insurmountable.    The long-range plan and the comple- 
mentary annual marketing plans are the means to 
dynamic growth from the present and temporary 
limitations. 

2. Co-packing and private labelling can contribute to 
short-term cash flow. 

3. Returns from these two areas should be invested in 
marketing national brands. This concept is discus- 
sed at greater lengths in Chapter XIT. 

D.     RELATE CANNED PRODUCT PLANS TO ALL OTHER 
ICELANDIC FISH MARKETING ACTIVITIES 

1.     The ultimate goal is to improve Iceland's balance of 
payments position.    Consequently the canned fish 
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industry must be seen in relation to the remainder 
of the fishing industry's output. 

The Canned Products Marketing Plan should relate 
to all other plans.    The Canned Products Plan cannot 
be developed in isolation.    This plan should be part 
of the overall Fish Marketing Plan. 

An industry board should be established to set pri- 
orities.    This board should have representatives 
of all facets of the industry as well as government. 
Conflicts in priorities should be handled at this level. 

E.        IN ADDITION TO THE FOREGOING IN THIS STRATEGY 
SECTION WE RECOMMEND THAT: 

1. Iceland establish itself as a supplier of premium 
quality branded products. 

2. Broaden the market by providing new taste opportuni- 
ties to consumers. 

3. Use public relations through newspapers,  magazines, 
and TV food editors and communicators. 
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XI 

A MARKETING PLAN SHOULD HK WRITTEN  ANNUALLY 

A.        THE A'-NI'AI, Pi,AN PROVIDES  THE PASIS FOR 
MANAGEMENT CONTROL 

1. A detailed,  annually revised marketing plan will pro- 
vide a "road map" to keep the industry on course.    A 
well conceived marketing plan will outline the current 
competitive environment in each country.    All signifi- 
cant information regarding a product is collected in 
one convenient document.    The plan will analyze the 
reasons for variances in actual performance versus 
the current operating year's plans.    Quarterly reviews 
of performance versus the plan and the plan's object- 
ives will enable operating management to make needed 
changes. 

2. All firms in the industry will know and have agreed 
to the year's goals.    Iceland's success in the market 
place is dependent on the performance of all its processing 
plants.    Operating decisions in decentralized plant 
locations must be consistent with overall industry 
objectives.    This will only happen if all know,  under- 
stand and agree to the canned products marketing 
plan. 

3. All functions within a firm will know the industry ob- 
jectives and the company objectives for the year. 
With decentralized production and centralized market- 
ing and financial management it is vital that all 
functions know what is to be done,  when,   in what 
volumes and at what cost. 

4. While saying this,   a marketing plan cannot become a 
strait-jacket.    It starts to go out-of-date the moment 
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it is approved.    Changes must be made to adjust to 
the needs of a dynamic market place.    The important 
thing is that the changes are made consistent with the 
year's goal. 

Till] PLANN IN (Ì PROCESS 

1. The planners must provide complete information on 
the current environment. 

2. The market's wants and needs are clearly identified. 
Personal visits by General and Marketing Manage- 
ment to key markets,   a well conceived reporting 
system and broker,   importer and barter broker in- 
formation inputs are all vital knowledge sources. 
They must be tapped regularly.    Without them the 
so-called "feel of the market" is absent.    This "feel" 
is as important as the statistical data gathered.    It 
is the tempering agent that puts the statistical data 
into perspective. 

3. The years' objectives are set in relationship to finan- 
cial and production capability.    Market plans take 
into account the ability to produce.    Planning is not 
done in a vacuum.    When well executed,  a synergistic 
effect will result. 

C-        MARKETING PLANS ENABLE MANAGEMENT TO SELECT 
TÏÏTTMOST PROFITABLE 

1. Marketing plans will be prepared for the industry. 

2. Each operating unit will know in advance what is re- 
quired and plan to provide it.    Profitability is maxi- 
mized when a plant operates according to plan.    Longer 
runs,  more efficient utilization of staff and higher 
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morale result.    This has a positive effect on product 
quality.    Buyers become more confident of Iceland's 
ability to meet commitments.    The result:   more 
sales,  greater profits. 
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XII 

CO-PACKING WILL GENERATE NEEDED PROFITS 
DURING   1'IIE DEVELOPMENT PERIOD 

A.        ICELAND SHOULD CO-PACK FOR MAM F AC TURJCRS 
IX ALL FOUR COUNTRIES 

1. The manufacturers know their countries.    They will 
provide insights unavailable in any other way.    Ice- 
land can start executing this part of the strategy as 
soon as the senior marketing executive is hired. 
Both national brand packers and private label packers 
know what sells best in their country.    Valuable 
strategic insights will be gained. 

2. Funds generated will be available to help establish 
the national brand.    They should be used for this 
purpose.    Profits should not be repatriated until the 
cost of an additional sale is greater than the return 
on the sale.    When this point is reached profits could 
be withdrawn. 

3. The return will normally be higher than the return 
on barter. However, co-packing profits are lower 
than National Brand profits. 

B.        AND FOR BOTH TYP ICS OF PURCHASER 

1.      The National or Regional Brand Manufacturer. 

9 Chains and Voluntary groups.    The key here is to 
tie the National Brand listing into the co-packing 
agreement.    Not all will agree.    However,  sufficient 
supermarket organizations will agree to a tied-in 
sale to make the effort worthwhile. 
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An important benefit of eo-packing is that recipes 
for value-added products will be obtained.    Iceland's 
record as a barter bargainer  is not felt by knowledge- 
able observers to be a good one.     The highest level 
of bargaining skill is required to yield optimal prices 
and profits.    The Marketing Manager must have bar- 
gaining skills as well as planning and management 
skills.    The broker must not be involved in this sale. 
If he is,  the price will not be competitive.    lie will 
introduce an additional cost that will raise the break- 
even point.    This luxury is unnecessary in a co-packer 
pricing situation. 

Quality demands will vary from the highest to the 
lowest.    Iceland must provide product,  label,   and 
outer case at the quality,   time and price agreed 
upon. 

D- CO-PACKING WILL PROVIDE RECIPES FOR KEY 
VAU -E- ADD KD ITEMS 

Co-packing has many additional advantages.    It provides the 
Icelandic canning industry with recipes for value-added products. 
It enables the industry to see how established firms act in the market. 

Iceland should seek out marketers of superior products such 
as S.   S.  Pierce of Boston.    It should convince them of its ability to 
meet their quality standards.    It should seek out value-added products. 
This needed production and marketing knowledge will provide the basis 
for preparing market plans,  and selecting and testing markets. 
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XIII 

ONLY SURPLUS PRODUCTS SUOI LP BU BARTERED 

v      BARTER YIELDS THE CANNUII TUL LOWEST RETURN ON 
HIS INVIESTAIENT 

1. A barter sale is a last resort sale.    All other alterna- 
tives should be explored before entering into a barter 
agreement.    Holding product in inventory may be a 
better decision. 

2. Only products that cannot be sold any other way should 
be bartered.    Barter can be used to dump products 
that cannot be sold profitably.    If a product fails in 
the free market place,  it may be able to break even 
on a barter transaction.    Even if it does not break 
even,  bartering the product is better than allowing 
it to be scrapped. 

'*•        HARD BARGAINING PAYS OFF 

1. Many barter alternatives exist.    Sales effort should 
not be confined to current barter partners.    Other 
nations in Eastern and Western Europe and in America 
may provide opportunities.    It is possible,  for exam 
pie,   to make a mutually satisfactory transaction with 
Saskatchewan -- their wheat for fish-based fertilizer, 

2. Firms that will improve barter opportunities and 
returns should be selected.   Some barter brokers 
have achieved excellent results for their clients. 
Careful selection is an absolute necessity. 
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C        M-.M~•,.. CONTACTS CAN BE raTABLBHEDjmmW 

1 

2. 

Profitable bartering means reaching the rea   deci..on 
maker behind the negotiater.    These people are being 
«ached regularly by other bartering nations     Iceland 
shouÍd be able toVcceed in breaking through a negot- 
iator curtain.    It may demand a new strategy.   The 
payoff is in a better deal. 

Key individuals should be invited to Iceland.    Their 
visits should be planned as for a visit ^^^T 
They must take into consideration to°"altm*"T 
Especially important is the need to allow sufficient 
time for plant inspection. 

D.       »ARTF1R IS COMPLEX 

1. 

2. 

3. 

Different countries and trading companies have dif- 

Jetnt barter styies    It l-^^££ a 

SSÍS^Í^-^5 - governments 
and trading companies. 

A eood härterer must be flexible enough to adapt to 
Ant styles.   The W•^^ "^ 

*°? 'uT^er8 Ä"   aanthe°prroblemeof 
An n8g gooderallltionshig

ps with key chain and 
ÄuVbSye« in Europe and N-th America    In 
both the East and West it is the job of the marketing 
í¡¿¡ to serve the customer the way the customer 
wants to be served profitably. 

The representatives of the canned fish industry must 
be critically aware of the political and economic 
environment in each Eastern European na  «•   •« . 
««forecasted changes take place    *e «istmg rei 
ship will hold fast to the end of the contract. 
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influentials may have to be cultivated.    Whether or 
not there is a continuing need to barter,  a start should 
be made now to develop a strategy.    A good barter 
broker can be a great help. 

E,        BARTER TRADING SPECIALISTS SHOULD BE USED 

1, These companies play a role similar to the importer/ 
broker.    They will live within guidelines.    They are 
accustomed to handling complex negotiations.    They 
organize transactions involving three or more nations 
as well as direct two-nation transactions.    It is 
probable that the more complex trading situations 
would be far too costly to negotiate by Iceland alone 
because of the dependence on one product.    Barter 
brokers deal with many products and serve many 
nations. 

2, They maintain a network of contacts in Eastern 
Europe.    Family relationships that transcend nation- 
al boundaries still exist.    These blood ties are often 
stronger than political philosophies.   Consequently, 
superior Vienna-based barter brokers have excellent 
contacts with top Eastern European people. 

3. They know how to get to the decision-maker.    Their 
personal relationships are important here. 

4. Vienna is a key meeting ground.    Vienna is the most 
neutral city in Europe.   Barter brokers located in 
this city are particularly effective in arrainging per- 
sonal meetings for their clients.   Berlin brokers 
undoubtedly do a better job in the German Democratic 
Republic.    If only one broker is to be used, he should 
be located in Vienna. 
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XIV 

PROFITS GENERATED m KEY MARKETS SHOULD PE 

REINVESTED i>; THOSE MARKETS 

A. l'HOFÍTS SHOULD MOT UE TAKEN QUI' TOO KARL Y 

1. Iceland faces a shortage of marketing funds.    The 
costs of successful market entry are rising.    It will 
need all the funds it can generate.    Contributions 
to overhead and profit are an important source of 
marketing funds.    They should be used on an invest- 
ment spending basis. 

2, Once products are successfully launched,  profit be- 
fore taxes should be viewed as a cost.    This will 
discipline marketing spending.    Profits greater than 
the budgeted profit should be re-invested in speeding 
the national brand's development.    If profit realiza- 
tion falls below forecast,   spending should be reduced. 
Marketing personnel should not be asked to return 
more profit dollars than budgeted.    They should return 
the profit as budgeted. 

B. T1H0 PIFEHRENCE PETWEEX HR EAK- EVEN AND 
REALIZED PRICK OX CO- PACK ED PRODUCTS SHOULD 
HE IN VESTED IX TEE MARKET 

1. The excess over break-even is an important source 
of funds.    The market goal is to reach the National 
Brand market penetration goal as fast as possible, 
intelligent use of "profits" on co-packer sales will 
hc*lp to finance the National Brand entry, 

2. Maximum profits over the life of the products is the 
ultimate goal.    Consequently,   it is not critical to 
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repatriate profits initially.    The expectation of 
larger future profits from a solidly built National 
Brand franchise makes this investment worthwhile. 

C •        PROMT WITHDRAWAL SHOULD BU R E V I E W E D 
ANNUALLY 

1. Long-range and annual plans should include a section 
on profit withdrawal.    A conscious decision must be 
made with respect to repatriating profits. 

2. The profit decision will relate to the total plan.    It 
will be made in the light of the best available infor- 
mation at the time of reviewing the annual marketing 
plan. 
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XV 

THE   MARKETING ORGANIZATION   SHOULD 
UK CONSUMER  ORIENTED 

THE  MARKETING  PROCESS  STARTS   WITH   THE 
ULTIMATE  CONSUMER" '  

1.     The channels of distribution determine the type of 
organization required.      Importers,   importer/ 
brokers and barter brokers will handle sales. 
Those selected must be consumer-oriented. 
They must recognize that business exists to serve 
the ultimate user profitably.     The marketing 
process then starts with the housewife and works 
back to the producer.      Iceland is about to create 
a new marketing organization.     It is not fettered 
with the problems of adapting an existing organization. 
It can be designed therefore around the need to sell 
National Brands through brokers or   importers and 
co-packing directly 

2.     TT- market sales potential determines the extent of 
the organization required.      The commercial world 
is becoming a network of trading blocks.      GATT 
may mitigate the tariff effects of these blocks, but 
the blocks are there and should be used to advantage 
The United States,   EEC,   EFTA are in existence now 
and NORDEK is in the process of formation       SEATO 
may become an economic as well as military body. 
Iceland's primary concern is with the United States, 
the EEC,   EFTA and NORDEK.     They must be 
recognized in the marketing organization structure. 
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IL        THE ORGANIZATION  SHOULD  BE  CAPABLE OF 
ACTING  AS AN  "IDKÂL  SUPPLIER" 

1. The characteristics of an ideal supplier are virtually 
the same in all countries.     The selection of marketing 
personnel is critical to success.     They must recognize 
the value of the marketing concept.     They must be 
committed to becoming an "ideal Supplier" as outlined 
in Chapter TX. 

2. A valuable sales advantage is gained by knowing the 
characteristics of an ideal supplier.     From the 
market's point of view,  the broker will be the 
primary contact.      He,  also,  must be committed 
to the marketing concept and be viewed as an "ideal 
supplier" in his area.      In addition,  all Icelandic 
members of the team,   regardless of their functional 
role,  must demonstrate their commitment by their 
actions.     This is critical to success. 

C.        A   HIGH  TALENT   INTERNATIONAL  CONSUMER   PRODUCTS 
MARKETING  MANAGER   IS  REQUIRED 

1. Obtaining a person to fill this role is essential. 
There is no more important role in your organization. 
During the initial years,  the success of the industry 
will be dependent on the plans and actions of this 
person.     There can be no compromise on quality 

2. He will be hard to find.      There are very few qualified 
persons outside major- multi-national corporations 
with the breadth of knowledge required.      The search 
will of necessity be world-wide.     Ideally the person 
should be an Icelander or in the first generation 
away from Iceland.      But it may be impossible to 
find an Icelander with the needed skills.      In the 
highly competitive marketing environment,  ability 
must transcend ethnic origin. 
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Iceland's location is a disadvantage.     It is not in 
the main stream of world commerce.      The Marketing 
Manager must be located in Iceland.     To be success- 
ful he must be sensitive to the local environment. 
He must also serve as the eyes and ears of the 
industry in world markets. 

A salary above the "going rate" will be necessary to 
attract this type of person.     A high base salary,   a 
share of the profits and stock options are all required. 
Further,  he will expect home leaves on a regular 
basis,  a suitable home and a car.     These are not 
unreasonable demands.     The right man,   in all 
probability,  will be currently receiving these 
perquisites in his current job if he is living overseas. 
We estimate a salary of $40-60,000 U.S.  will be 
required. 

I).        INITIALLY  THREE   REGIONAL SALES  MANAGERS 
WILL  HE   R EQUI RED 

1. One should be assigned to the United States,  one to 
the European Common Market and one to EFT A. 

2. These managers should be closely identified with 
the area they sell in.     They should have spent 
the majority of their business lives in the area 
they are to serve.     Their background and 
experience4 must be in the grocery product manu- 
facturing field.     The European Sales Managers 
should be multi-lingual. 

3. Each should be well known to the market they serve. 
When hiring these managers,  Iceland is purchasing 
their ability to open doors and sell its products. 
They have to be disciplined to sell according to a 
plan.     They must be capable of making an important 
contribution to the development of the plan.      Their 
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contacts should cover the entire region in which 
they are selling.      They must know the key 
personnel throughout the channels of distribution. 

Each should have the capacity to lead brokers and 
importers.     In addition they should be part of the 
selection process.     Successful marketing through 
brokers requires regular contacts to be sure that 
Iceland is getting a fair share of the broker's time. 
They must be capable of translating the master 
marketing plan into a tactical operating plan.     They 
must do this in the context of the market they serve. 

The responsibility for selling your National Brand 
and co-packing contracts should be theirs. 

K BROKERS OR  BROKER/IMPORTERS  MUST  BE 
CAREFULLY SELECTED  AND  DIRECTED 

1. 

2. 

All levels of management should be involved in this 
selection process.      It is second only to selecting 
marketing personnel in its importance for the 
success of the industry.     The quality of broker will 
determine the initial success and will play a key role 
in building on that success.     Consequently,  this 
decision can not be delegated.     All members of the 
management team should meet and interview the 
final candidates selected by the marketing managers. 
These meetings should be held in the brokers offices. 
The sales managers should accompany the brokers' 
salesmen on actual calls to observe them.     The 
observed salesmen should be picked at random to 
ensure a representative selection. 

Key potential customers will identify the strongest 
brokers.     Both prior to narrowing the choice of 
brokers to the final few and after contacting key 
chain and warehouse headquarters,  customer 
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recommendations in the early stages and their in- 
depth assessments m the later ones are invaluable. 
In addition,   headquarters personnel,   store managers, 
selected at random,   can provide valuable insights 
into broker performance. 

3.     Regional Sales Managers' market knowledge is 
important and should be used.     Further,   the 
selected broker has to be one with whom the 
Regional Sales Manager can work successfully. 
Consequently it is better to have the number 2 
broker in a market if the Regional Sales Manager 
has good rapport with him than with the number 1 
broker operating under strained or neutral relation- 
ships. 

A   BARTER  SPECIALIST   SHOULD  HE  »KTAINKD 

1.     The selection process should be plannen! as carefully 
as for brokers. 

The barter plan should be established jointly.     The 
barter broker should be involved in the planning 
process.     He should be prepared to measure his 
performance against the agreed upon objectives, 

Barter brokers should be on a minimum fee basis 
so that they do not resign the account when all 
Icelandic products can be sold elsewhere for hard 
currency.     This is vital.      Unless their economic 
interests are protected,  they will resign the account 
They are like firemen.      Firemen serve no useful 
function until there is a fire.     So,  too,   with barter 
brokers.     They are not needed until the barter sale 
is the best sale.     Then they perform a vital role. 
Putting the broker on a fee basis assures that he 
will be available when needed. 
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XVI 

PRE-TEST  ALL   PRODUCTS   PRIOR TO 
ENTERING  THF  MARKET 

A.        PRODUCT  CONCEPTS   ACCEPTABLE   IN ONE  COUNTRY 
MAY   NOT  RE  ACCEPTABLE  IN  ANOTHER 

1. Product concepts are ideas about products.      Initially 
the concepts will be simple:    olive oil versus peanut 
or soya oil in a sardine pack, for example.     Later 
more complex concepts like a weight watcher's 
sardine hors d'ouvrés might be considered.      The 
acceptability of these product ideas will vary by- 
country.     Further,  within countries they may vary 
regionally or socio-economically . 

2. Ideas can hi« tested successfully.      New packaging, 
totally new products,  marketing tactics can all be 
pre-tested.      Doing this reduces risks:    product 
development time and cost is saved if the idea is 
eliminated before any technical development work 
has been done.      Conversely,   resources are 
concentrated on the concepts with the greatest 
chance of succeeding in the market plan. 

B   TASTES VARY FROM COUNTRY TO COUNTRY 

1.     Once a concept has been proven to be acceptable, 
product development begins.     As many similar 
products as are available in the world market 
should be examined.      Fisheries research labor- 
atories should be encouraged to place their 
primary emphasis on product development as 
opposed to basic research.      Pragmatic product 
development will pay profit dividends when 
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disciplined to develop products that meet tested 
concepts . 

Taste tests should be conducted to be sur«4 the taste 
lives up to the concept.       The product idea and the 
product have to match.      A large share of product 
failures in the market place are traceable to a 
product not living up to the concept.     The house- 
wife is a tyrant.     "She wants what she wants when 
she wants it."     Failure« to deliver means the product 
fails.      When operating under a single national 
brand,   particularly during the brand franchise 
development period,  a product failure cannot be 
permitted.     The consumer will normally reject 
the entire product line if her first experience is a 
bad experience. 

Taste tests will also serve to reject products before 
excessive development funds have been spent.     Taste 
tests have the added value of comparing the developed 
product with a norm.      They measure a specific 
product against its competition.     Their  relatively 
low cost makes them an affordable1 insurance policy 
to reduce the risk of failure which would result 
from the taste not satisfying a large enough section 
of the target group. 

The same product may have its taste modified to 
satisfy differing national tastes.     Coca-Cola, for 
example,   markets Coke with varying degrees of 
sweetness depending on the section of the world 
in which it is being sold.      Taste tests can identify 
the variations, Icelandic management can then 
make a conscious decision on whether there is or 
is not a payback from varying the flavour. 
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e: WITHIN  A  COUNTRY  TASTES  VARY   REGIONALLY 

It may be necessary to modify product flavour for 
different regions of the country in which it is being 
sold.      In the United States,  Coca-Cola also varies 
its product regionally.     The market is large enough 
to make this affordable.     Iceland would be able to 
take advantage of its improved knowledge by 
developing regional product flavour strategics. 

This is particularly true of value-added products . 
Iceland's marketing sophistication will grow at a 
rapid rate.     The risks and rewards are higher 
with value-added products.     To reduce the risk 
and increase the rewards, taste tests will ensure 
that products meet the flavour demands of the 
target group. 

1). TASTES   VARY  SOCIO-KCONOMICALLY 

1.     It is important to identify the socio-economic target 
group.      Every product the housewife buys is 
positioned in her mind.     The image of the product 
is either consciously developed by the manufacturer 
or emerges by chance.     Iceland should not want its 
image to emerge by chance.     Defining the socio- 
economic target group is the vital first step in 
creating an image.      All decisions with respect 
to taste,  texture,  packaging,  pricing will be made 
with the target group clearly in mind. 

PACKAGE   DESIGN SHOULD HE TESTED 

1.     The package must: 

Have strong shelf impact. 
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Attract the target group. 

Bo designed in the cultural framework of 
the nation in which it is being sold. 

Be executed in the language of the country 
in which it is being sold. 

Meet all legal requirements. 

Meet the requirements of the supermarket. 

Stand on the shelves,  not lie flat,   for 
maximum impact. 

2.    The package design can be pre-tested.     There are 
market research firms that specialize in this.     If it 
is planned to use an unusually shaped package,  its 
shape should be cleared with supermarket manage- 
ment in advance. 

F.        THE TRADE   WILL ADVISE   THE  OPTIMUM  NUMBER 
OF li NITS   PER CASE 

1. Too many units per case will reduci' case turnover 
and increase the risk of delisting.     This fact cannot 
be stressed too strongly.      Buyers relate to turn- 
over.      Some chains in the U.S.  have a target of 
17 turns per year.      If a product falls below 12 turns 
it is automatically delisted.     Iceland's ease should 
neither be too large nor too small. 

2. Too few units per case causes an out-of-stock risk. 
Buyers are not only judged on profit and turnover. 
They are also judged on percent of out -of -stocks. 
Tlu* case size should be small enough to fill the 
allocated shelf space. 
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3.      Many of Iceland's products will not be stocked in 
chain or voluntary warehouses unless it is easy for 
the rack jobber to sell a full case.     One suggestion 
we received was to design cases in a mastín- caso 
containing 96 units.     These cases should be capable 
of being split into four cases of 24 units each.     The 
key:    no product should be exposed when breaking 
the case down into 2,  3 or 4 units. 

G.        ADVERTISING SHOULD  BE   PRE -TESTED 

Services are available to do this for both print and television. 
Again,   it reduces risks and increases the chance of success.      Prior 
to authorizing the advertising agency to execute this recommendation, 
it is essential that the specific advertisement meets the advertising 
strategy and tactics set forth in the marketing plan.     Then,  the 
concept can be tested with the target group.      Providing the proposed 
advertising passes this test,  the agency could be authorized to 
execute the advertisement.      Having done this,  the execution should 
be tested.      If the finished advertisement does not live up to specified 
criteria,  the process should be repeated.     Nothing is more costly 
than advertising that does not achieve the objectives set for it. 

11.        A  TEST  MARKET   IS A   VITAL  STEP  IN  MINIMIZING 
RISK OF  FAILURE 

1.      The test market is an accepted and wanted part of 
marketing in all four countries.     This is the final 
step prior to a regional or national launch.      The 
costs are high.     The rewards are great.     Costly 
failures are avoided if the product fails to meet 
its objectives.      More important,  a product that 
over-achieves can be clearly identified.     A 
marketer- can afford to be as aggressive in his 
marketing as the results indicate Iceland can be. 
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2.     Test markets will enable Irrland to improve plans in 
the  light of actual market experience.      The value of 
a test market in tins respect is large.      Like a new 
machine,   a now product's marketing strategy requires 
fine tuning and a break-in period.     Test markets 
»»nable the marketer to do both.     He should stay in 
the test market long enough to establish the repeat 
purchase cycle.     Long-term success is dependent 
on the frequency of repeat purchases.      This must 
be known in order to plan production.      It must be 
known to advise customers on the number of cases 
required to fill the pipeline in the channels of 
distribution and to forecast the repeat order cycle. 

When we talk about "filling the pipeline" we mean 
that at each level in the Channels of Distribution 
inventory is required.     In the store,  it is enough 
units to fill the allocated shelf space plus one-half 
to one week's backroom stock.     In the warehouse 
it will be three to four weeks supply.      As one 
moves closer to production operations the number 
of cases in inventory increases,     This "pipeline 
inventory does not create value.     Profits are 
only earned when a product is purchased for 
consumption.     Hence, our emphasis on the repeat 
purchase that grows out of initial trial. 

3.     Test markets are expensive.      Hut they are far 
less costly than a product market failure.     And 
they do increase product success in the market 
place. 
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\VK   RECOMMEND A   MARKET-ORIENTED  PRODUCT 
IMPROVEMENT  AND  DEVEIA)PMENT   PLAN 

A.       EACH   PRODUCT  NOW   PRODUCED  SHOULD   BE 
COMPARED  WITH  ITS  COMPETITION 

1. Market growth depends on a knowledge of product 
strengths and weaknesses .     The information 
gathered in the taste and concept tests can be 
used to eliminati' weaknesses and to develop 
products according to Iceland's criteria. 

2. Only the very best product should be sold under 
tin« gourmet National Brand Label. 

3. Lesser quality products should be sold on a co- 
pack or barter basis.      In each market Iceland 
should strive to co-pack for the top of the line 
national or regional packer.      Its marketers can 
learn product requirements from him. 

B PRODUCT QUALITY  SHOULD  MATCH 
PRODUCT STRAGEGY 

1.      The product and the marketing plan to sell the 
product should be consistent with one another. 
This is vital.     When we speak of products,  we 
are not referring solely to the formulation inside 
the can.      We are talking about that plus the package, 
the price,   the advertising,  the sales promotion,  the 
introductory or special sale allowances.      We are 
talking about the total product on the shelf,  being 
advertised and in the home. 
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This will assure optimum profits.      When the 
strategy and the execution of the strategy conflict, 
profit loss results, 

C THKKK  SHOULD  UE  A  SYST KM   l'Oli   COMMOTING 
PRODUCTS   USING  FISH 

1. Iceland should develop a product library.      We have 
purchased the beginning of a product library.     This 
library should be a creative idea generator.     In 
addition to keeping all key people aware of new 
products,   it will keep them aware of new packaging 
developments.     Brokers could assume the 
responsibility of sending new products to Iceland. 

2. New product opportunities must be identified quickly. 
The opportunity to look at and taste competitive 
products will help to determine whether or not 
Iceland's products meet market requirements. 
The library will also help to identify products 
that appear to have an opportunity to succeed. 
This may result in beating another canner into a 
different market.     Although Iceland is a follower 
as far as the product is concerned,   it can he an 
innovator in a market a competitor has not yet 
entered. 

3. This is a substitute for costly original research 
and development.     This is particularly important 
as the branch franchise is established.      Dollars 
must be conserved for- marketing,   and profitable 
markets must be developed quickly 
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I).     PROFIT AN!) VOLUME POTENTIAL 
SHOULD BE ESTIMATED 

1. 

2. 

The Marketing Manager and Regional Sales Managers 
should he assigned the volume--estimate task 

The Marketing Manager in cooperation with production 
and senior management should assess and forecast 
profit potential.     This forecast becomes part of the 
plan for- the new product. 

PACKAGING  IMPROVEMENTS AND  INNOVATIONS 
MUST   HE  CONTINUALLY^ EXPLORED  

1. The product library will pay for itself in this area 
alone. 

2. Other product areas should be screened for ideas 
that can be adapted to Iceland's canned fish products 
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XVIII 

ICELAND SHOULD TAKE ADVANTAGE O^ 
BEING NORDIC 

A BLlNG  \ORDIC IS \N ASSE') 

1 Norde products have a good image.    Buyers 
and influcntials in all countries emphasized the 
superiority of products from Nordic countries. 

2 Nordic countries are associated with products from the sea, 

3.      Products from North Atlantic waters of the world 
are viewed as being (-leaner than most. 

B FISH CAUGHT  IN COLD WATER  IS  BELIEVED 
TO  BE  SUPERIOR 

1. This view is particularly true of buyers. They know 
that fish caught in northern waters is better than fish 
naught in southern waters 

2       lnfluentials hold the same view.     If they are told 
why, they will tell the housewife.     This is an 
opportunity.     Icelandic brands may not be named, 
but the product they talk or write about will be 
clearly identified 

3.     This is a major opportunity as it makes any gourmet 
claim more believable. 
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e. THF BRAND NAME SHOULD TIE THE PRODUCT 

TOTHE NORDIC COUNTRIES 

Housewives will react favourable to the Nordic name     A 
brand name like "Viking" will quickly posiUon Icelandic products „s 

being of Nordic origin. 
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FIRST   YKAK OF  OPERATION 

Profits should not bo expected during the first year except from 
e.o-packing agreements. Primarily this period is a time of develop- 
ment and planning: 

1. Products,  packaging and marketing mix should be 
tested in each country. 

2. The organization should be formally established 
and key manpower hired.      This is especially true 
of the senior executive -- the President -- and 
Marketing Vict* President, 

3. Long-range marketing objectives should be 
completed for each major market. 

4. Market entry plans,  based on the results of test 
marketing,  should be completed 
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AP PEN DÍX A 

vALn«:-Ai)i)i'i) pftonrcT OPPORTUNITIES 

SAH DIN ES 

Dips:   Plastic dip dishes 
chips,  etc. 

Sell broken sardines and bits 
in tin for: 

spreads 
dips 
sandwich spreads 

SHRIMPS 

TROUT 

Almonds 

FISH CAKES 

Fancy toothpicks 
- cubed for hors d'oeuvre 

Creamed soup 
Bread crumbs 
"Shake and Bake" 
Tartar sauce 

Curry 
Rice (pilaff) 
Tin of Newburg ^auce 

or any cream soup 
Packaged with a scallop shell 

(coquilles de crevettes creme 
gratin,  etc. ) 

Packaged with "Shrimp Boats" 

Sauce   /      Shrimps 

ERRING 

Chili Sauce 

CAVIAR 

Cream Cheese 
Gelatin - caviar mould 

"a little caviar goes a long way" 
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BAUTKR 

Compensation,   or Barter transactions are the most primitive 
forms of tracie.    They are based on the direct exchange of goods whose 
value« Oí- price is not only determined by the international market value, 
but also by tile exchanging country's need for these goods.    In the last 
decades,   currency exchange regulations have complicated this form of 
trade,   a form which came into practice again in Europe after the 
Second World War.    The trade«-form of Transit- and Switch-transactions 
has originated from the compensation trade with third or fourth countries. 

TRANSIT- AND SWITCH- TRANSACTIONS 

Transit trade transactions are transactions which are subject to 
a movement of goods between two locations involving foreign customs 
territory in which the goods may touch the customs territory of the 
concerned transit-trader,  but do not necessarily have to do so. 

Switch-transactions amount to an arbitrage between free curren- 
cíes and closed currencies.    When the arbitrage is in the form of two 
market-transactions,  one speaks of a switch of goods.    In addition to 
tins,   there is the financial switch winch occurs when a company buys 
free currency by agio in the Eastern European States,  for instance, 
against payment in accounting dollars, and brings it into his domestic 
bank. 

Generally,  a country sells its goods directly to countries that 
consume these goods; that is,  through direct foreign trade.    However, 
as soon as a third country acts as trade country or arbitrator between 
the producer and the consumer country,   an indirect foreign trade is 
established.    A distinction is to be made here between active and passive 
indirect foreign trade.     As soon as a country practices transit-trade, 
it is indirect foreign trade.    Passive« indirect foreign trade,   however,  is 
based on import and export negotiations by third countries. 
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Switch-transactions  appear mainly where West-East transactions 
arc involved,   hut also when- largo parts of a state with free currency 
arc involved in shipments of goods to the Hast.    Normally,  m the 
fishing trade,       one covers 2IV",, of the export-value by switch-transac- 
tions where active job -processing is involved.    The bigger the share 
of switch-transactions,   the higher the gams m comparison to normal 
exports of goods to the Kastern European States.    At the same time, 
switch -transactions contribute to tin« balancing of clearing accounts 
with the different Eastern European States. 

Switch-transactions require extensive experience,   and are usually 
handled by firms (Switchers) specializing in this field.    In general, 
banks or bank branches that have been founded for this purpose act as 
switchers.    Most Western European countries do their clearing trans- 
actions with the  Eastern States in free currency whereby an intensifica- 
tion of the East-West trade also favours the use of switch-transactions. 

Of the European States, only Austria, Switzerland,   Finland, 
Greece,  Spain,  Iceland,  and Cyprus have retained the bilateral clearing 

system with the Eastern States. 

Switch-transactions also contribute to the balancing of the different 
(learing accounts with different Eastern States.     A similar function 
fulfills the balancing of surplus currency agreed upon by the issuing 
banks,  by the ECE arrangement in Geneva. 

A great number of transit-transactions are handled in such a 
manner that the transit cannot be separated from the actual transit 
transaction,  and therefore a direct foreign trade transaction exists 
because the producer delivers goods into the consumer  country which 
contains a substantial amount of transit goods (Off-Shore-Transactions). 

As a rule,  banks give their consent to a switch-transaction  with 
the Eastern States only if a transit-trader has a contra-transaction, 
and sells the same value of Eastern European goods to Western Europe 
in this manner.    The amount of payment in free currency required for 
the purchase of Western European goods is raised by the sale of 
Eastern European goods in Western Europe.    While the clearing account 
is credited due to West-East transactions,  it is also debited by the 
East-West transit.    The contra-transactions involving losses for the 
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profitable West-Hast transit arc characteristic of the switch- 
t ransactions. 

Some European countries confer switch-tax on all transactions 
connected with the trade with the Mast.    Some banks,  such as the 
Austrian National Bank,   arrange to have a compulsory licencing of all 
compensations,   for new team-  and t tansil - l ransact ions embodied in law. 

The compulsory eontra-transaetion results in local products and, 
in addition,  normal (piota of West imports,   being exported to Hastern 
Huropean States through the clearing system,  to avoid an abnormally 
high efflux of currency. 
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