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2 EXECUTIVE SUMMARY 

2.1 Introduction and Method 

The study 'Value chain analysis of the Lake Victoria Nile perch fishery' was undertaken as 
part of the EC-funded 'Implementation of Fisheries Management Plan (IFMP) project', as 
requested by the Lake Victoria Fisheries Organisation (LVFO) Council of Ministers in 2007. 
The purpose of the study is to determine the value and share of benefits from this value 
along the whole commodity chain of Nile perch, from capture to consumption in the export 
markets of Europe. 

The project has been conducted over May to July 2008 and comprises two parts; a) an 
investigation of European Nile Perch marketing; and b) a survey of exporters in Uganda, 
Tanzania and Kenya. 

The full TORs are attached in Annex 1. Itinerary in Annex 2 needed revision upon arrival in 
each EAC country to confirm visits and more accurate plan the logistics. Annex 3 plus 
appendices provide the value chain analysis proper. 

This study is not being conducted in isolation and shares data as well as findings with ISTTA 
studies currently being undertaken, in particular the IFMP Agents Study (Lwenya et aI., 
Luomba, Odongkara et al.), the RSTTA Study on sustainable financing of BMUs (Kazoora et 
al), the LVFO Business Plan (Macfadyen) and the Functional Analysis study (Peacock).1 

This study was deemed necessary because despite the impressive benefits from the Nile 
perch fishery, there is an image of this fishery which is very negative and potentially harmful 
to future investment and support. As well as the 'ecological' damage, there have been 
repeated complaints, especially in the media, that the wealth from this fishery is unfairly 
distributed and that poor fishermen are exploited by rich, foreign factory owners. These 
complaints reveal a lack of understanding of the distribution of benefits derived from the 
fishery. 

1 Although draft reports were received from Luomba, Lwenya, Odongkara and Macfadyen, the 
Functional Analysis and cost-benefit analysis were not available and have not been included in this 
study. 

iv 
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I According to Kaplinsky (2001), the value chain describes the full range of activities which are 
required to bring a product or service from conception, through the different phases of 
production (involving a combination of physical transformation and the input of various 
producer services), delivery to retailers and purchase by final consumers. This study utilises 

I the value chain analysis method described by Kaplinsky and includes all of these stages for 
the catching, handling, processing and marketing of Lake Victoria Nile Perch and its 
products. 

I 
I This report also follows the FAO method (2006) for assessing revenue distribution 

throughout the value chain. This method requires micro level data, which has been collected 
during the survey stage from private sector, government and LVFO reports. Averages are 
used with indications for individual countries where this is possible or relevant. 

The Value Chain Analysis (VCA) aims to clearly determine the distribution of value and 

I share of benefits along the whole length of the Nile perch commodity chain, from fisherman 

I 
to the European consumer. The study also identifies points in the chain where bio-economic 
efficiencies and equity of distribution can be improved. The results of the study will be used 
to guide future policies with regard to this export fishery in the Partner States. 

2.2 Summary of Approach to Core ToRs 

I This summary briefly sets out how the consultant addressed the key requirements of the 
Terms of Reference for the assignment indicating the relevant section(s). 

I TOR Element 
In Europe 

I 
1. Describe the detailed structure of the international 

marketing system operating throughout Europe with 
particular attention to the routes dealing in the 
highest quantities of Nile perch products. 

I 
I 

2. Determine international price fluctuations for Nile 
perch products, especially chilled fillets and identify 
those factors influencing price variations in the 
international markets of Europe and if possible, 
outside Europe. 

I 
I 

3. Identify the key products competing with Nile perch in 
international markets and determine their existing 
and potential volumes in these markets and the 
implications for the marketing of Nile perch. 

I 4. Assess the significance of eco-Iabelling in securing 
current and future markets within Europe for fish. 

I In EAC 

I 
5. Se briefed at LVFO Secretariat by the LVFO 

Executive Secretary, Deputy Executive Secretary, 
IFMP Project Manager, Community Development 
LTTA and the LVFO Senior Economist and review 

I 
v 

I
 
I
 

Means of Delivery 

The Consultant researched the market 
in Europe and interviewed individuals 
involved in the marketing chain. 
Planned required trips to verify 
information and gather data. 
Main description shown in Section 3.1 
(of Annex 3), additional information 
throuqhout where relevant. 
Visited, importers, supermarkets, 
distribution agents etc. Specifically 
looked at trend data in European 
countries. 
See initial discussion in introduction (in 
the Annex) and specifically in sections 
3.1, its sub-sections and 3.3. 
Noted market prices along the 
European marketing chain (Section 
3.1), interviewed individuals involved in 
the market and got quotes from 
suppliers of competing products (and 
also Section 3.3, 4 and 5). 
Review of Naturland marketing, MSC 
and other eco-Iabelling relevant to 
LVNP. Section 5.4 is dedicated to eco
labellinq of NP. 

The Consultant was briefed at the 
LVFO Secretariat by the PM and his 
team on Wednesday 11 th June. 
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documentation provided by the LVFO with particular 
focus on IFMP reports on fish factory agents and a 
cosUbenefit analysis of fishing units on Lake Victoria. 

6.	 Describe in detail the structure of the industrial fish 
processing and export industry dealing with Nile 
perch products in the three LVFO Partner States. 
For each fish factory processing and exporting Nile 
perch from Lake Victoria, this structural analysis will 
include, but not limited to the following: 
a) Name of factory; 
b) Location; 
c) Name of owner; 
d) Name of group of companies to which the factory 

belongs; 
e) Date of establishment and operation; 
f) Value of capital assets including buildings, 

equipment, vehicles;
 
g) Processing capacity;
 
h) Current fish production;
 
i) Number of employees;
 
j) Number of fish supply agents;
 
k) Number of fish collection trucks;
 
I) Number of fish collection vessels; and
 
m) Quantity and location of ice produced.
 

7.	 Identify the geographical range of collection of Nile 
perch from Lake Victoria for each factory processing 
and exporting fish. Analyse these ranges for overlap 
and competitions between factories within and 
between partner states. Determine price variations 
offered to agents and fishermen by different factories. 
Identify the factors influencing these prices, including 
variations in international pricing. The analysis 
should explore whether price fixing within and 
between companies owning more than one fish 
factory or between fish factories with different owners 
occurs within a single country or even between 
countries. 

8.	 Determine the price of different types of Nile perch 
products in factories with a focus on the different 
quality and sizes of chilled fillets. Using recent time 
series data, show trends in the production and sales 
of different sized fillets in relation to self-monitoring 
systems introduced by the industry. Using these 
data, evaluate the prevailing effectiveness of the self
monitoring system. 

9.	 Examine the sale of Nile perch frames from fish 
factories and their onward processing and sale, and 
determine prices and values at each point in this 
chain for a selected number of routes in each partner 
state. 

10.	 Examine the various export routes for different Nile 
products in each partner state and compile and 
compare the various costs involved using each route 
and relate these where appropriate, to prices offered 

vi 

Developed questionnaire and interview 
strategy together with the PIU to cover 
these requirements. The results have 
been described throughout the 
document but particularly in Section 
3.2.1. 

I 

Survey and on-site interviews at 
processing facilities, landing sites, 
airports and at fisheries management 
authorities. Preparation of a table in 
Section 3.2.2 to clearly show overlaps 
etc. Prices and factors influencing 
prices are discussed particularly in 
Section 3.3 but also throughout the Idocument there is a theme of power 
distribution in the Value Chain to assess 
competitiveness (the likelihood of price 
fixing). I 
Survey and on-site interviews in the 
market (Europe), also at processing 
facilities, landing sites, airports and at 
fisheries management authorities. 
Section 3.2.3, 3.3 (prices) and Section I
 

I
 
5. 

Survey and on-site interviews with 
traders in frames and other by-products 
as well as at processing facilities, 
landing sites, airports and at fisheries I 
management authorities. Main results 
are shown in Section 3.2.6 but there is 
discussion in section 3 and further price 
information in 3.3 and analysis in I 
Section 4.4. 
Survey and on-site interviews at 
processing facilities, landing sites, Iairports and at fisheries management 
authorities. Section 3.2.3. 

I 
I 



I 
to agents and fishermen. 

I 
I 11. Compare prices offered to agents and fishermen by 

factories located on landing sites with those not on 
landings and identify any incidences of unfair pricing 
for fishermen with recommendations to improve 
prices to fishermen if unfair practices are found. 

I 
12. Examine the national and regional IFMP reports on 

factory fish supply agents and analyse the results on 
prices paid to fishermen by agents and prices paid 

I 
agents by factories to assess the fairness of the 
system for fishermen. Assess the potential benefits 
and feasibility of BMUs or groups of fisherfolk taking 
on the marketinq role of the factory aqent. 

13. Using the IFMP agents study and consultations with 
fish factories, assess the benefits and services

I provided to fishermen by fish factories and agents in 
terms of provision of credit, boats, gears and 
contracts. 

I 14. Examine the national and regional IFMP reports on 
the cost and benefits analysis of fishing units on the 

I 
lake. Use the results of this study to compare these 
with the results of the agents study and the prices of 
Nile perch higher up the value chain. 

15. From the above data collection and analysis, 
determine the share of value of a kg of Nile perch for 
each type of stakeholder at each point along the

I chain. 

I 
16. On the basis of analyses of value along the whole 

length of commodity chain, from fishermen to 
European supermarket, assess how the Nile perch 
fishery performs against "fair trade" criteria. 

I 
17. Towards the end of the study, prepare and present 

the key findings of the study to stakeholders at a 
feedback workshop. Views of stakeholders should 
be included in the Consultancy report. 

18. Produce a final Consultancy report with annexes as 

I listed in Section 7 upon receiving stakeholders' 
comments. 

I 2.3 Key findings 

Survey and on-site interviews at 
processing facilities, landing sites, 
airports and at fisheries management 
authorities. Section 3.2.4. 

Survey and on-site interviews at 
processing facilities, landing sites, 
airports and at fisheries management 
authorities. Section 3.2.5 but also in the 
analysis and conclusions. 

Analysis of IFMP reports and compared 
to information received during surveys. 
Section 3.2.5 and included in the 
competitiveness analysis. 

No Cost-Benefit analysis reports were 
received by the consultant. But first sale 
prices were gathered and used 
throughout the report and in the 
analysis. 
Synthesis of information and analysis in 
Section 4, the Value Chain Analysis. 

A review of fair trade criteria, interviews 
with fair trade organisation, analysis is 
shown in section 5.4.2. 

The Consultant prepared a presentation 
for a Stakeholder's Workshop held in 
Jinja in July and took part in panel 
discussions responding to comments 
and questions from Stakeholders. 
The Consultant spent three days with 
the PIU reporting the information and 
writing up the study, see Annex to this 
report. 

• A total of 25 factories were identified as exporting Lake Victoria Nile Perch to Europe,2 

I (10 factories in Uganda, 6 in Kenya and 9 in Tanzania) there is a total production 
capacity of 1148t/day raw material weight (413,280 tonnes per year). 

I • Factories were running at an average of 45% capacity showing a total current raw 
material usage of 500 tonnes per day. 

I • There are four groups of production factories involved in exporting LVNP from the 
EAC; a) Tilley; b) Marine and Agro; c) Alpha; and d) Vicfish - Bounty. These groups 
between them control 16 of the total 25 factories and 71 % of total current production. 

I 2 During the review stage it appeared that one of the processing companies currently exporting to 
Europe was not visited. It seemed Ngenge was in fact currently exporting, and this was not made 
aware to the consultant by the competent authority. 

I vii 

I
 
I
 



•	 Whole weight equivalent per kilo selling prices recorded during June and July 2008 
were Supermarket $7.39, Importer / Exporter - $3.48, Processing Factory - $2.41, 
Factory Agent - $2.14, Fishermen - $1.69, See table below. 

Average Selling Price Whole Round Price Value Value Value Added as % % of Total 
(Whole and Fillet) Equivalent Distribution Addition of selling price Value Added 

Supermarket $17.18 $7.39 52.85% $3.91 53% 100.00% 

Importer I 
$8.10 $3.48 14.56% $1.08 31% 47.15%

Exporter
 
Processing
 

$5.60 $2.41 3.63% $0.27 11% 32.58%
Facility 

Factory Agent $2.14 $2.14 6.13% $0.45 21% 28.95% 

Fishermen $1.69 $1.69 22.82% $1.69 100% 22.82% 

Africa 32.58%
 
Europe 67.42%
 

•	 Share of LVNP value of the sale of fresh fillets in Europe for boat owners is 23%. 

•	 Crew and workers receive the least value; crew earnings average $4.92 per catch and 
factory workers wage averages $5 per day. 

•	 Final product capacity of 183,546 tonnes of fillets and actually producing an estimated 
100,000 tonnes. 

•	 The value chain analysis including costs showed that fishermen were gaining margins 
of 37%, compared to 38% for supermarkets and 21 % for processing companies (see 
table below). 

USD/kg 
Item I Costs I Value Addition Margin/kg Value Share % Gross Margin 

I 

Retail Price 7.39
 
VAT 0.32
 

Supermarket	 Reduced & waste 0.24 2.79 53% 38%
 
Wage cost / kg 0.32
 
Distribution 0.24
 
DDP	 3.48 
Road delivery 0.04
 

Importer I
 Airfreight and clearance 0.75	 0.24 15% 7%
Exporter 

Sales and marketing 0.04
 
Wage cost / kg 0.04
 

Export FoB 2.41
 
By-products 1.03
 
Average rejections 3% 0.06
 

Processing	 Wage cost / kg 0.12 
0.73 4% 21%Factory Transportation 0.10
 

Raw Material Cost 214
 
(conv.)
 
Production cost / kg 0.41
 

Factory Buying Price	 2.14 
Factory Agent	 Rejects at 3% 0.06 0.29 6% 14%
 

Taxes 0.10
 

First Sale 1.69
 
Rejects at 3% 0.05
 

Fishermen	 0.62 23% 37%
Operating expenses 0.42
 
Crew Share 059
 

I
 

I 
I 
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I 
I 
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I 
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•	 There are some 196,426 fishermen and 69,160 vessels3 fishing Nile Perch to supply 
the export market. I 

• The fresh skinless, boneless fillet market is the most valuable to processing facilities 
and there are around 7 major European importers/exporters of fresh based in Holland,

I Spain and Italy. 

I 
• As well as Europe, main markets are USA, Japan, Dubai, Australia, Israel, South 

Africa and the Far East. As well as fillets, exports include Maws, Headed and Gutted 
(H&G) and Value-Added. 

I
 • Domestic and regional markets such as Congo, Burundi and Rwanda demand fresh,
 
dried, smoked, cooked and frozen NP products and by-products.
 

Challenge for industry in tackling 'illegal' fish is also a marketing opportunity to improve 
value.I 

• 

I 
• Pangasius, Pollock and to a lesser extend Tilapia were identified as competing 

products at the low end of the market and Sea Perch, Cod and tuna at the top end. 

I 
• The key to competing in the European market and achieving maximum value is to 

differentiate from Pangasius and Pollock and ensure Nile Perch competes in the same 
segment as high end species such as fresh Sea Perch, Cod and tuna. 

• Freshness can be achieved by keeping the product at 0-3 degrees centigrade and not 

I freezing to -2 degrees as is typical practice by processing companies right now. The 
freshness should also be marketed, that means that all labelling should say FRESH 
and consumers should be made aware that this is not a defrosted product. 

I • Fillet size can simply be kept large by adherence to the slot size. 

I 
• Quality is already in place from factory to export but needs improving at sea, with ice 

on vessels and a faster time between catch and export. 

• East African Community (EAC) competitiveness is a key weakness in the value chain 

I currently. With LVNP competing for market share in Europe against landings from 
European vessels and imports from other developing nations the field should be fair. 
Despite the poverty in East Africa, competitiveness is restricted by the subsidies given 

I	 to European fleets and aid such as Tsunami relief in Sri Lanka. Critical threats to 
competitiveness include: 

o Rising price of fuel cost leading to ever increasing airfreight charges 

I o Threat of duty free status being removed 
o Uncompetitive infrastructure in EAC 
o High interest rates and unfavourable investment climate 

I • Opportunities to improve value and competitiveness in favour of the EAC include: 

I o Reduce the duration from capture to factory and promote storage in ice 
immediately after capture in order to address the issue of 'fresh' NP fillet in 
Europe being perceived as frozen. 

I 
3 Frame survey 2006 (LVFO) 

I	 ix 

I
 
I
 



I 

o	 Investments in roads to improve distribution from landing site to processor 
and port 

o	 Infrastructure at airports and seaports 
o	 Direct marketing and branding, better understanding European market 

requirements 
o	 Promotion of eco-Iabelling and investment in the livelihoods of communities 

dependent on fishing 
o	 Encouragement of links between supply base and final market in terms of site 

visits, marketing studies and communications through seminars. 

•	 Immediate deterioration of fish quality and high price variation over short periods is a 
major problem and reduces overall value. 

•	 Exchange rates are a potential threat to value, since sales are in USD, to a market 
based on the Euro. 

•	 A fishery closure / ban should only be undertaken after considered planning on the 
optimum time and also communication with the market. 

•	 Eco-Iabelling and 'ethical' marketing of Lake Victoria Nile Perch has significant 
potential to maximise value, ensure value is equally distributed and protecting the 
resource. There is strong demand from developed markets and evidence that buyers 
would pay more for LVNP if it was marketed with an eco-Iabel such as Naturland, 
MSC, Fairtrade for example. 

3 COMMENTS ON TERMS OF REFERENCE 

The consultancy proceeded in accordance with the Terms of Reference and included travel 
to Europe, Uganda, Tanzania and Kenya as planned. In addition to the Terms of Reference 
the consultant was expected to carry out additional research for the concurrent studies. This 
was deemed appropriate since it saved time for other consultants in appropriating the data. 

4 CONDUCT OF THE CONSULTANCY 

The consultant began work on the project on 30th May 2008 as instructed by the LVFO and 
completed his tasks on 18th June comprising a total of 49 days. 

The Consultancy assignment was conducted within Europe, Uganda, Kenya and Tanzania 
and centred around the PIU at the LVFO Secretariat in Jinja. In Europe the main importers 
were interviewed as well as large processing companies and catering suppliers to assess 
the demand for LVNP and value chain. A sample of wholesale market based Distribution 
Agents was surveyed at the Paris and Madrid fish markets (Rung is and MercaMadrid). 

The fisheries department in each country were central in supporting the consultant in the 
research and led him around the facilities and landing sites. On arrival in each country, the 
consultant met with representatives of the fisheries departments, these were, Thursday 1i h 

June - Uganda, Friday 20th June - Kenya, and Monday 30th June - Tanzania. The study 
findings were presented to stakeholders on the 15th July at which the draft of the Value 
Chain Analysis was discussed. The consultant then incorporated the results into the final 
report. The views of the stakeholders were included in this report throughout and it was 
agreed not to include a copy of the summary of the workshop in this report. 

x 
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4.1 Review of previous and on-going consultations 

I Prior to leaving the UK, the Consultant received from the PIU a complete set of 
documentation as per the Terms of Reference in electronic format and reviewed those 
materials. The documentation included plans for and results of national consultations, 
background materials relating to the Value Chain Analysis. The Consultant liaised with the 

I PIU regarding plans for the conduct of the work in Uganda, Tanzania and Kenya, in 
particular with reference to site visits and interviews with processing companies. 

I The consultant has conducted a review of the literature relevant to this study; these 
references and review are included in Annex 3. 

4.2 Briefing by the LVFO 

I The Consultant had a briefing with the LVFO Project Manager and team at the LVFO 

I 
Headquarters in Jinja on Wednesday 11 th June. Over this period the Consultant also have 
numerous discussions with members of the PIU regarding the structure and content of the 
updated FMP. The Consultant also attended a meeting with Mr Thomas Maembe, LVFO 

I 
Executive Secretary, Dr Richard Ogutu-Ohwayo LVFO Deputy Executive Secretary and the 
IFMP Fisheries Manager at the PIU head office in Jinja on Tueday 17'h June. At this 
meeting, progress on the Value Chain Analysis to date was discussed as well as the plan for 
future work. 

4.3 Problems encountered in achieving the ToR 

I The consultant faced serious problems in gaining accurate information from interviewees in 

I 
Europe and Africa. Private businesses were aware that the information may be used against 
them (despite being told otherwise) and fishermen, agents etc. keen to show that they were 
worse off than they actually were. Thus the information gained from the on-site survey was 

I 
carefully verified and wherever possible triangulated to assess and ensure its accuracy. Also 
averages were taken as well as objective evidence to ensure that the data could be used to 
produce reasonable results that been verified. 

4.4 Undertaking the Value Chain Analysis Survey 
A survey was undertaken to identify the major participants in Europe involved in the Nile 

I Perch Value Chain. European buyers and importers were identified by desk-based research 

I 
(internet search, literature reviews and telephone interviews) and on-site visits to markets 
(mainly central trade markets and supermarkets). Where an indication that a buyer / importer 
has been found such as through literature4 or the factory date on supermarket packaging5 

I 
then this is verified with the company involved. On-site visits to importers and telephone 
interviews are structured to assess the price, quantities and values of Nile Perch traded over 
a period. 

The ToR required the following information to be sourced from the survey: 

I a) Name of factory;
 

I
 
b) Location;
 
c) Name of owner;
 
d) Name of group of companies to which the factory belongs;
 
e) Date of establishment and operation;
 
f) Value of capital assets including buildings, equipment, vehicles;
 
g) Processing capacity;
 

I h) Current fish production;
 
i) Number of employees;
 

I 4 Megapesca report (2005)
 
5 Using the EC processing facility number printed on packaging
 

I xi 

I
 
I
 



I 

j) Number of fish supply agents; 
k) Number of fish collection trucks; 
I) Number of fish collection vessels; and 
m) Quantity and location of ice produced. 

In addition to this information, companies were requested to provide information on their 
production costs, raw material sources, procurement procedure, sales logistics, prices and 
challenges faced. General information on the value chain was discussed for the purpose of 
clarification. The basic questionnaire template is shown in the Appendix to this report. 

Photographs were taken at each site visited, these pictures have been made available to the 
LVFO office. For example: 

I 

Marine and Agro, Uganda 

Some data was not provided by companies and some data was considered spurious. IWherever possible, data was triangulated with governmental records, evidence from other 
sources and common sense. The completed questionnaires are also provided verbatim in 
the Appendix. I 
The consultant was provided with a GPS receiver once the visits to Uganda had been 
completed and subsequently the coordinates of each factory visited in Kenya and Tanzania 
were recorded. These have been provided together with the information gained from the I
survey and other research as a description of the processor stage in the value chain. An 
overall view of the factories is provided in Annex 3 but the full version has been sent to the 
computer technician to be made into a map and interactive electronic version. I 
Undertaking a survey such as this faced problems typical when gathering spot check data. 
For instance, the survey was undertaken at a time of year when catches are traditionally low 
meaning higher prices and lower quantities processed. This may result in the situation being I 
portrayed worse than it actually is. To account for this, year on year values were compared 
to assess the current 'spot check' situation against the same period the previous year. 

IAdditionally accuracy of the survey was limited by the information provided by interviewees. 
In the case that the question was not understood or the response given was incorrect then 
the survey result would be misleading. The method used to account for this was as follows: I 
•	 Provision of explanation and examples of the questions 
•	 Ensuring that the correct individual was answering the question, i.e. the Production 

Manager for factory details and General Manager for financial data I 
•	 Avoiding leading questions 

I 
xii 

I 



• Triangulating responses with data sourced elsewhere for verification 

4.5	 Writing of the Value Chain Analysis 
This study 'Value chain analysis of the Lake Victoria Nile perch fishery' was undertaken as 
part of the EC-funded 'Implementation of Fisheries Management Plan (IFMP) project', as 
requested by the Lake Victoria Fisheries Organisation (LVFO) Council of Ministers in 2007. 
The purpose of the study is to determine the value and share of benefits from this value 
along the whole commodity chain of Nile perch, from capture to consumption in the export 
markets of Europe. 

The entire LVNP value chain was included in the survey and analysis, consisting of crew, 
fishing vessel owners, middlemen, agents, traders, small-scale processors, transporters, 
factories, importers, distribution agents, retailers and consumers. 

4.5	 Review of the Value Chain Analysis and presentation at the Stakeholder 
Workshop 

On the morning of 15th July, the Consultant presented his results to a workshop mode under 
the direction of the Project Manager and the support of the Consultant to review all the 
sections of the draft VCA. The draft VCA was presented to this group consisting of senior 
economists from each of the EAC countries. Members gave a series of recommendations 
and the Consultant gave a brief presentation explaining the significant findings of the VCA. 
Following the schedule the consultant explained the market findings, survey results, analysis 
and the Consultant responding to comments and questions from the Stakeholders. 

The participants at the meeting welcomed the VCA and their comments were included in the 
report (see workshop minutes). The VCA was recognised timely and the results were 
generally accepted. 

5 FINDINGS, OUTPUTS AND RECOMMENDATIONS 

The output of this consultancy is the completed draft Value Chain Analysis. As such the 
findings, outputs and recommendations are incorporated in that draft which is included in this 
report as Annex 3. 

The on site visit documentation is available as a separate file and includes completed 
questionnaires, copies of records and photographs from the site visits. 

xiii 



An nex 1: Terms of Reference 

1. BACKGROUND IThe Implementation of a Fisheries Management Plan for Lake Victoria is a programme 
supported by the 8th European Development Fund up to August 2008 and recently extended 
to August 2010. The programme is designed to contribute to the sustainable economic 
growth, resource use and development in the Lake Victoria Basin. It will achieve this by 
assisting the three riparian countries constituting the Lake Victoria Fisheries Organisation 
(LVFO), namely; Kenya, Tanzania and Uganda to implement fisheries management 
measures in line with the approved Lake Victoria Fisheries Management Plan (LVFMP) and Ithe LVFO Strategic Vision 1999 - 2015. The project includes service contract implemented 
by the MRAG Consortium which provides technical assistance through long-term and short
term (lSTTA) consultants. The service contract ends on 31 st August 2008. The Nile perch 
value chain study will be undertaken using an ISTTA consultant commissioned under the 
MRAG Consortium service contract. 

The fisheries resources of Lake Victoria make significant contributions to the local and 
national economies of the Partner States. This is particularly true for the Nile perch fishery 
which generates considerable foreign exchange and provides employment and incomes for 
very many fishermen and fish traders and processing staff working in the employment to Ilocal processors. The Nile perch fishery is a principal driver of a diverse array of businesses 
at landing sites and beyond that are dependent on the wealth generated by the fishery. 

Despite the impressive benefits from the Nile perch fishery, there is an image of this fishery I 
which is very negative and potentially harmful to future investment and support. In addition 
to the complaints about Nile perch being a voracious predator responsible for the extinction 
of many species of small haplochromines species some decades ago, there have been Irepeated complaints, especially in the media, that the wealth from this fishery is unfairly 
distributed and that poor fishermen are exploited by rich, foreign factory owners. These 
complaints reveal a lack of understanding of the distribution of benefits derived from the 
fishery. A detailed study is therefore needed to clearly determine the distribution of value I 
and share of benefits along the whole length of the Nile perch commodity chain, from 
fisherman to the European consumer. The study will also identify any points in the chain 
where bio-economic efficiencies and equity of distribution can be improved. The results of I 
the study will be used to guide future policies with regard to this export fishery in the Partner 
States. 

I2. PURPOSE 
The purpose of the study is to determine the value and share of benefits from this value 
along the whole commodity chain of Nile perch, from capture to consumption in the export 
markets of Europe. I 
3. DETAILED TASKS 
The consultants Fisheries Economist will undertake the following specific tasks: I 
In Europe 
1.	 Describe the detailed structure of the international marketing system operating 

throughout Europe with particular attention to the routes dealing in the highest quantities I 
of Nile perch products. This will include identification of major buyers and distribution
 
agents and retail outlets, product labelling throughout the system and the total quantities,
 
values and unit prices of different Nile products at each point in this marketing chain.
 I 
Using this information, calculate the total and percentage value taken at each point and 

I 
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compare these with market norms for similar products. If any excessive off-take of total 
value is revealed in this analysis, suggest possible causes and solutions where 
appropriate. 

2.	 Determine international price fluctuations for Nile perch products, especially chilled fillets 
and identify those factors influencing price variations in the international markets of 
Europe and if possible, outside Europe. 

3.	 Identify the key products competing with Nile perch in international markets and 
determine their existing and potential volumes in these markets and the implications for 
the marketing of Nile perch. 

4.	 Assess the significance of eco-Iabelling in securing current and future markets within 
Europe for fish. 

In the EAC 
5.	 Be briefed at LVFO Secretariat by the LVFO Executive Secretary, Deputy Executive 

Secretary, IFMP Project Manager, Community Development LTTA and the LVFO Senior 
Economist and review documentation provided by the LVFO with particular focus on 
IFMP reports on fish factory agents and a cost/benefit analysis of fishing units on Lake 
Victoria. 

6.	 Describe in detail the structure of the industrial fish processing and export industry 
dealing with Nile perch products in the three LVFO Partner States. For each fish factory 
processing and exporting Nile perch from Lake Victoria, this structural analysis will 
include, but not limited to the following: 

a)	 Name of factory; 
b)	 Location; 
c)	 Name of owner; 
d)	 Name of group of companies to which the factory belongs; 
e)	 Date of establishment and operation; 
f)	 Value of capital assets including buildings, equipment, vehicles; 
g)	 Processing capacity; 
h)	 Current fish production; 
i)	 Number of employees; 
j)	 Number of fish supply agents; 
k)	 Number of fish collection trucks; 
I)	 Number of fish collection vessels; and 
m) Quantity and location of ice produced. 

The analysis will also document those companies or individuals or individual families owning 
more than one factory and list the factories owned by each of these groups. The analysis will 
collate a time series of information to show changes in the distribution of factory businesses 
in each of these groups and for others outside the groups in each partner state. Particular 
attention will be paid to providing reasons for factory closure and the reasons for the 
locations of new factories. 

7.	 Identify the geographical range of collection of Nile perch from Lake Victoria for each 
factory processing and exporting fish. Analyse these ranges for overlap and 
competitions between factories within and between partner states. Determine price 
variations offered to agents and fishermen by different factories. Identify the factors 
influencing these prices, including variations in international pricing. The analysis should 
explore whether price fixing within and between companies owning more than one fish 
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factory or between fish factories with different owners occurs within a single country or
 
even between countries.
 I 

8.	 Determine the price of different types of Nile perch products in factories with a focus on 
the different quality and sizes of chilled fillets. Using recent time series data, show 
trends in the production and sales of different sized fillets in relation to self-monitoring 
systems introduced by the industry. Using these data, evaluate the prevailing 
effectiveness of the self-monitoring system. 

9.	 Examine the sale of Nile perch frames from fish factories and their onward processing 
and sale, and determine prices and values at each point in this chain for a selected 
number of routes in each partner state. 

10. Examine the various export routes for different Nile products	 in each partner state and 
compile and compare the various costs involved using each route and relate these 
where appropriate, to prices offered to agents and fishermen. 

11. Compare prices offered to agents and fishermen by factories located	 on landing sites 
with those not on landings and identify any incidences of unfair pricing for fishermen with Irecommendations to improve prices to fishermen if unfair practices are found. 

12. Examine the	 national and regional IFMP reports on factory fish supply agents and 
analyse the results on prices paid to fishermen by agents and prices paid agents by I 
factories to assess the fairness of the system for fishermen. Assess the potential
 
benefits and feasibility of BMUs or groups of fisherfolk taking on the marketing role of the
 
factory agent.
 I 

13. Using the IFMP agents study and consultations with fish factories,	 assess the benefits 
and services provided to fishermen by fish factories and agents in terms of provision of 
credit, boats, gears and contracts. 

14. Examine the national and regional IFMP reports on the cost and benefits analysis of 
fishing units on the lake. Use the results of this study to compare these with the results 
of the agents study and the prices of Nile perch higher up the value chain. 

15. From the above data collection and analysis, determine the share of value of a kg of Nile 
perch for each type of stakeholder at each point along the chain. 

16. On the basis	 of analyses of value along the whole length of commodity chain, from 
fishermen to European supermarket, assess how the Nile perch fishery performs against 
"fair trade" criteria. 

17. Towards the end of the study, prepare and present the key findings of the study to I 
stakeholders at a feedback workshop. Views of stakeholders should be included in the
 
Consultancy report.
 I

18. Produce a final Consultancy report with annexes as listed	 in Section 7 upon receiving 
stakeholders' comments. 

I4. METHODOLOGY 
The Consultant selected for this study is XXXX. The Consultant will be provided a base at 
the LVFO Headquarters in Jinja, Uganda but will travel widely within the three partner states 
and in Europe. The Consultant will receive relevant documentation and briefing by email I 
and phone and then commence the assignment in Europe undertaking specific tasks listed 

I 
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in Section 3. This will involve travel to several countries to follow the marketing and 
distribution chain from landing the product to various retail market outlets. The Consultant 
will then travel to Jinja for a meeting at the LVFO Secretariat and further consultations and 
review of documentation. 

He will review findings of the 2007 IFMP study of the fish factory supply agents and the 2008 
report on the cost and benefits analysis of fishing units on the lake. During visits to partner 
states, the Consultant will consult with respective members of the national Fisheries 
Competent Authorities, heads and staff of national fisheries institutions, members of relevant 
RWGs and NWGs, district authorities and fisheries staff, national fish processing 
associations, key buying organizations of Nile perch, fish factories, agents of factories, 
members of BMUs and their committees and any other relevant stakeholders. 

5. LOCATION AND TIME FRAME 
A total of 49 days have been assigned to the Consultant for completing the assignment 
between March and April 2008 with flexibility allowed for timing of international air flights and 
local logistical arrangements. It includes time for review of documentation, visits across 
Europe, consultations at the LVFO Secretariat, visits to institutions and individuals in the 
three Partner States, preparing and presenting a final draft report and modifying the report 
following comments from stakeholders. The draft final report will be submitted on or within 2 
days of holding the feedback workshop and after receiving all comments on it, a final report 
will be submitted one month after this date. 

Task Location Days 
International travel Europe 10 
International travel UKlJinia 1 
Briefing at LVFO, review documents, Jinja 2 
consultations at LVFO HQ, compile 
information and data 
Consultations in Uganda Jinja, Entebbe, Kampala, selected 8 

BMUs, fish factories 
Consultations in Tanzania Dar es Salaam, Mwanza, selected 10 

BMUs, fish factories 
Analysis and report preparation Jinja 5 
Prepare and present findings to a feedback Jinja 2 
workshop 
Prepare and submit consultancy report Jinja 2 
International travel Uganda/UK 1 
Submit final report on basis of comments UK 1 
received. 
Total 49 

6. EXPERTS PROFILE 
One Economist is required, with 10 years experience of working with fisheries marketing; 5 
of which should relate to developing countries. The expert should have at least a Masters 
Degree in Economics or a related field. A working knowledge of the Lake Victoria Nile perch 
fishery is an added advantage. 

7. REPORTS AND OUTPUTS 
Outputs will comprise: 
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a.	 Two copies of Consultancy report on "Description and Analysis of the Value Chain of 
the Lake Victoria Nile perch Fishery", plus an electronic version in MS Word compatible 
format. 

b.	 The main report should be clear and concise and not more than 40 pages and all other 
information should be contained in annexes to the report. 

c.	 An Annex containing a draft "Analysis of the Value Chain of the Lake Victoria Nile 
perch Fishery". 

d.	 An Annex containing a policy briefing document for the Council of Ministers (max. 10 
pages of text) summarizing the key findings and recommendations of the value chain 
study. 

e.	 Originals or photocopies of all documents collected and reviewed as part of the 
consultancy. If.	 Electronic copies of all datasets acquired and/or developed during the consultancy. 

8. ADMINISTRATIVE INFORMATION 
All correspondence and reports should be submitted directly to the Project Manager of the I 
IFMP Project and copied to MRAG as the contract holder for the service contract and the 
contract holder with the ISTTA (copy to c.howard@mrag.co.uk). 

I
 
I
 
I
 

I 
I 
I 
I 
I 
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I 
Description and Analysis of the Value Chain of the Lake Victoria Nile perch Fishery 

I 
1 Introduction 

I 
I This report presents the results of a study and analysis of the Lake Victoria Nile Perch 

(LVNP) Value Chain as detailed in the terms of reference. The value chain analysis of the 
Lake Victoria Nile perch fishery was undertaken as part of the EC-funded 'Implementation of 
Fisheries Management Plan (IFMP) project', as requested by the Lake Victoria Fisheries 
Organisation (LVFO) Council of Ministers in 2007. The purpose of the study is to determine 
the value and share of benefits from this value along the whole commodity chain of Nile

I perch, from capture to consumption in the export markets of Europe. 

The study has been conducted over May to July 2008 and comprises; a) an investigation of 

I European Nile Perch marketing; b) a survey of exporters, agents and landing sites in 

I 
Uganda, Tanzania and Kenya; c) literature review; and d) analysis. At each stage, 
comprehensive stakeholder consultation was undertaken including the private sector, public 
administration, small businesses, community groups and other organisations, information on 
the activities carried out in different locations during the survey are included in the appendix. 

The report is structured to the ToR requirements but begins with an explanation of the 

I methodology adopted, an explanation of LVNP value and review of previous literature. The 
report then presents the European part of the value chain with analysis. Where appropriate, 
Appendixes are used to show additional information or explanations. 

I This study was deemed necessary because despite the impressive benefits from the Nile 
perch fishery, there is an image of this fishery which is very negative and potentially harmful 
to future investment and support. As well as the 'ecological' damage, there have been 

I repeated complaints, especially in the media, that the wealth from this fishery is unfairly 

I 
distributed and that poor fishermen are exploited by rich, foreign factory owners. These 
complaints reveal a lack of understanding of the distribution of benefits derived from the 
fishery. 

I 
Hence this study aims to clearly determine the distribution of value and share of benefits 
along the whole length of the Nile perch commodity chain, from fisherman to the European 
consumer. The study also identifies points in the chain where bio-economic efficiencies and 
equity of distribution can be improved. The results of the study will be used to guide future 
policies with regard to this export fishery in the Partner States. 

I 1.1 Approach and Method 

According to Kaplinsky (2001), the value chain describes the full range of activities which are 

I required to bring a product or service from conception, through the different phases of 

I 
production (involving a combination of physical transformation and the input of various 
producer services), delivery to retailers and purchase by final consumers. This study utilises 
the VCA method described by Kaplinsky and includes all of these stages for the catching, 
handling, processing and marketing of Lake Victoria Nile Perch and its products. 

This report also follows the FAO method (2006) for assessing revenue distribution
 

I throughout the value chain. This method requires micro level data, which has been collected
 
during the survey stage from private sector, government and LVFO reports. Averages are
 
used with indications for individual countries where this is possible or relevant.
 

I An important point that emerged from the FAO method and initial analysis was that
 
producers in developed countries seemed to have control over a bigger portion of the value
 

I
 chain, possibly giving them a better competitive advantage in international seafood markets.
 
This study assesses whether this is true in the case of LVNP and what proportion of value is 
retained by the developing country. 
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Description and Analysis of the Value Chain of the Lake Victoria Nile perch Fishery 

A lesson from the FAO analysis is that the focus should not be on the relative value which 
each segment receives but rather on the operating margins in the overall value chains and 
the level of transparency and information flow between market levels. This is why this study 
initially explains (describes) the value distribution and then in the analysis stage adds costs 
collected from the survey to identify margins, who holds the power and how transparent is 
the information. 

The report is organized into four main subsequent sections. Section 2 reviews the previous 
literature and studies of Nile Perch value. Section 3 then describes the value chain and 
explains the data collected on for example prices. Then Section 4 analyses the data and 
information collected in the previous sections considering the situations faced by LVN P. 
Finally Section 5 uses scenarios to assess value under given circumstances focussing on 
issues raised during stakeholder discussions. 

1.2 Background 

"Lake Victoria is estimated to produce 500,000 
tonnes annually, valued at US$ 600 million, with 
export value of US$217 in 2001 (LVFO, 2005). 

Based on current stock estimates, the lake has the 
potential to yield fish valued at over US$ 800 million 
annually on a sustainable basis. Further processing 

and marketing of this fish in the local and export 
markets can generate an additional value of about 

US$ 57 million. » 

Abila et al. 2006 

LVNP is the only successful example of wild artisanal/traditionally caught fish exported fresh 
in volume from Africa to the European Union. The LVNP supply chain has succeeded in 
creating value for artisanal fishermen, vessel owners, small businesses, processing 
companies, European importers and final consumers. 

Value created for the EAC and people around Lake Victoria is well documented but often 
ignored or credited with reduced importance when discussing LVNP. Employment and 
income generated by LVNP exports in a region characterised by extreme poverty has 
contributed to education, health and other social developments. 

The Nile perch fishery generates considerable foreign exchange and provides employment 
and incomes for very many fishermen and fish traders and processing staff working in the 
employment to local processors. The Nile perch fishery is a principal driver of a diverse 
array of businesses at landing sites and beyond that are dependent on the wealth generated 
by the fishery. 

These positive impacts are difficult to quantify but there are indicators of their extent as 
shown below. 

Value indicators: 

• Total foreign exchange earnings of (250m USD - 2002 Abila) 
• Employment in fishing sector (175,000 - 2002 Abila) 
• Employment in post-harvest sector (agents, factories, logistics) - survey est. 10,000 
• Employment in ancillary industries 
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Description and Analysis of the Value Chain of the Lake Victoria Nile perch Fishery 

I 
All physical value-addition is undertaken in Africa 

I	 GOP per country and poverty reduction 

I
 
European food source available in most supermarkets (consumer surplus)
 
Private enterprise development in Africa (SME's)
 
Private enterprise development in Europe (consultancies, importers, transport and
 
logistics)
 
68,036 tonnes of fresh and frozen NP exports in 20046 

I Nyeko (2004) however raises the issue that Hannesson found no direct long-term 

I 
relationships between international trade and economic development since increasing trade 
of fish might increase demand for scarce fish resources causing further overexploitation of 
fish stocks, which over time tend to decrease catches and bring about a decline in economic 
gain from international trade. 

I 
The unique situation of the LVNP is an example of successful achievement over the 
challenges faced by artisanal fishing for export of quality, fresh products to a demanding, 
developed market. 

I
 Value chain achievements:
 

•	 High quality NP products and food safety standards 

I • Consistency of supply 
•	 Investments in production 
•	 Capital, infrastructure and production technology 

I • Credit and financing 
•	 Logistics of collection and delivery 
•	 Marketing, packaging and labelling 

I Overcoming these difficulties in exporting has not been an easy task for participants in the 

I 
supply chain. No other artisanal fishery in Africa has succeeded in the same task. The LVNP 
export industry has managed to succeed in creating this value despite challenges that would 
have stopped similar initiatives from succeeding and this is a credit to the LVNP 
stakeholders. 

I
 
Challenges overcome:
 

•	 Exports to Europe being banned in 1999 
•	 Processing facilities closing down (e.g. Gomba etc.) 

I • The long learning and development period (15 years) 
•	 Political structure (the tri-nation status of Lake Victoria, difficulty in management and 

setting up the LVFO effectively) 

I • Darwin's Nightmare 
•	 Social impacts 
•	 and most recently, overfishing and rising costs 

I There are also opportunities to generate more value and capitalise on the unique situation 
and position of LVNP. The FMP and the concurrent business plan study discuss these in 
more detail and many have already been trialled, some examples are given below. 

I
 
I
 

6 Globefish 2006 report 
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Description and Analysis of the Value Chain of the Lake Victoria Nile perch Fishery 

2 Literature Review 

Recent studies by Kadigi et al (2007), Nyombi, K (2004), Nyeko (2004) and Ponte (2005) 
have already provided an understanding of Nile Perch value chains in East African 
Community member states. However, these have tended to focus on specific countries and 
where they have included all states such as Abila et al. (2006), they have not included the 
value chain outside of Africa. These studies have been the basis for this value chain 
analysis and the research has aimed to update and build upon the previous information. 

The Value Chain Analysis method applied by this study is broadly based on Kaplinsky 
(2001) and Jakinto (2004), but adapted to comply with the study's terms of reference. The 
starting point for data is the Globefish report (Josupeit, 2006) which is updated and 
triangulated for verification with data collected from field visits (national statistics, interviews 
and surveys) and other sources (mainly literature and objective evidence). 

Noyombi, 2004, describes four actors in the supply chain; a) primary producers (fishermen), 
b) traders and factory agents; c) local (artisan) and industrial processors; and d) regional and 
international exporters. Thus, according to Noyombi 2004, the supply chain at least for 
Uganda follows: 

I I Primary Fish Production I i 

Export quality 

Factory agents, Fish 
merchants, Transporters 
- boats, refrigerated 
trucks, Iced boat traders 

I 

Industrial 
processors 

International 
market 

Industrial by oroducts 

Figure 1: Noyombi (2004) Supply Chain Flow Diagram 

In addition the value chain participants that have other occupations, "Transport boat 
operators commonly own several fishing boats in the islands and transport fish together with 
other merchandise." Noyombi 2004. 

Noyombe goes on to explain that "Due to the shortage of fish of export quality, all industrial 
processing plants are operating below their installed capacity and compete with each other 
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I 
I 

for the dwindling fish resources. The plants are nevertheless still generating substantial 
revenues and are an important source of employment for the local population." This situation 
was also observed in 2008 with factories having already closed in Uganda for this very 
reason. In 2003 Noyombe estimated that processing companies in UG were earning 190.2 
m UGS/year.

I Nyombe also looks at profitability by the Uganda VC participants and makes the following 
recommendations: 

I 
I 1) With the current reduction in stocks, fishermen have to move long distances for better 

catches, yet most of them use small, wooden and non-motorized boats. This suggests a 
need to improve boat productivity e.g. reducing the costs of production, while at the same 
time reducing the number of fishing boats (e.g. through the competitive sale of fishing 
licenses) to reduce competition over the limited fish resources. 

I 2) Such a strategy would require better knowledge of consumer preferences, possibly 
through closer linkages to overseas buyers such as large retailers, aside investments in 
processing equipment and expertise. 

I Interestingly despite these and other detailed strategy recommendations, none seem to have 
been adopted. And also that there was no market investigation or intelligence included in the 
analysis.

I Nyeko 2004 estimated the value chain distribution for Uganda to be distributed: 

I
 • The fish processing factories 63%
 
• The factory agents 10% 
• The middlemen 10% 

I
 • Fishing boat owners 17%
 

Nyeko 2004 also analysed profits and found that factories are making profits of around 26% 
of their revenue. And that their profits had been relatively stable over the 4-year period 

I analysed despite the fluctuations in prices of fish exports. The conclusion was that the 
burden of cost increases were being passed down the value chain while the factories are 
able to keep their profit margin. 

I 
I Another point was that the relatively large commodity market for frozen Nile perch enabled 

the factories to continue operating even when there are fluctuations in fresh export supply 
and demand. Thus, profits at each level of the chain were calculated as shown in the table 
below (direct source from Nyeko 2004 report): 

Table 1: Comparison of prices and profit along the marketing chain 

:000 1001 2002 1003 

I 
I 
I .. °0 ofProfit 0' % 

°/0 of of of re\". 

Price Profit fe,'. Price Profit rev. Pnce Profit re\"o Price Profit 
Exporters 3.627 3.n~ ·1.347 ~.096 

Faclol"ies 1.985 55~ 28 2.871 813 28 3,~39 749 ~3 3.319 835 25 
Agents 939 ~1 4 1.6~5 11~ 7 2.160 118 5 1.993 IS3 4 
lliddlemen 823 33 ~ 1,387 168 12 1.785 121 7 1.600 133 8 
Boat owners 650 89 14 1.038 272 n 1.500 298 ~' 1300 151 13-~ 

T'allle added -r 1,36- 1,286 1,302 

I Ponte (2005) conducted a very similar value chain analysis in Uganda to the ToR for this 
study. Ponte 2005 looked at the distribution of value added along the value chain for 
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Uganda. The results showed that almost 9% of the proportion of the retail price was the price 
paid to boat owners. 

Kile Perch (2003) 

V Alue added liS Prtce 31
Prke te-,'el

\·alue chain Dode DeuiL: a propotion of !,roportiou of 
(USS'Kg)" ,.mog pnce C~.) renil pnee Co.) 

Bo:lt pri(e p:t:d to bo:J.t op€-r:Hors 1.0 8.9 

L3Ddin~ sHe pnc@ p~"Hd b:~' buye.!; to (olle·c:o: b03.t owuer !.5 60.0 21.3 

fob Cfroe 00 board) ex-Eolebbe: pHd by
Exporr. ,- , :5,1 19.7

tmp0rle-r to proces;or 
.~ 

Lm;ron en: (cost, and freight) ex-tmport -3trpon; -1,8 .9.6 ·n.: 

pnte p:l:d by superm ark et c.hail:. t 
,t.'hot~S3)e -19.8" 5.3tmporter wholesaler 

Rel~ll consumer pnce 3[ 't:permuht (\" AT e"eluded) 1],4 50,2 100,0 

Figure 2: Source, Ponte (2005) 

The issue of ecolabelling of the LVNP fishery has been suggested as a method of adding 
value, for instance Globefish in 2006 "Ecolabelling as a way out of the Nile perch dilemma?,,7 
The result has been embarkation on Naturland certification from October 2006 and interest 
in gaining MSC certification. The human aspect and social certification has a strong potential 
for LVNP due to its high numbers employed in areas characterised by poverty and 
dependence on fisheries. 

Fair Trade certification requires commitment by the companies involved in the supply chain 
and evidence of redistribution of wealth as well as ensuring rights to workers. Not to be 
confused with 'free trade' which is promoted by the international development agencies. This 
report discusses the implications of marketing the fair trade aspects of LVNP in the latter 
sections. 

I
 
I
 

7 Article from Eurofish Magazine, Issue 6/2006. Dr Uwe Scholz from the German Agency for 
Technical Cooperation (GTZ). 
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3 Description of the LVNP Value Chain 

The LVNP value chain consists of crew, fishing vessel owners, middlemen, agents, traders, 
small-scale processors, transporters, factories, importers, distribution agents, retailers and 
consumers. The supply chain is a complex web spanning dozens of countries and involving 
millions of individuals. 

In 2008 there are a total of 25 LVNP processing companies in East Africa are exporting 
LVNP, all of which were interviewed as part of this study. The total processing capacity of 
these factories equals 407,880 tonnes of whole round fish weight per year, able to produce 
183,546 tonnes of fillets and actually producing an estimated 100,000 tonnes. There are 
some 196,426 fishermen and 69,160 vessels8 fishing Nile Perch to supply the export market. 

The fresh skinless, boneless fillet market is the most valuable to processing facilities and 
there are around 7 major European importers/exporters of fresh based in Holland, Spain and 
Italy. These companies also import frozen as well as numerous others in Europe plus key 
importers in USA, Japan, Dubai, Australia, Israel, South Africa and the Far East. As well as 
fillets, exports include Maws, Headed and Gutted (H&G) and Value-Added. 

Domestic and regional markets such as Congo, Burundi and Rwanda demand fresh, dried, 
smoked, cooked and frozen NP products and by-products. Restrictions on quality and size of 
fish are less stringent presenting opportunities for artisanal production techniques but 
presenting challenges for industry in tackling 'illegal' fish. 9 Throughout these countries there 
are millions of consumers who are ultimately the final participant in the LVNP value chain. 

The LVNP Value Chain is the creation of money and non-priced benefits from capture, sale 
and handling of LVNP and its products. The chain starts on the lake with crew on board 
fishing vessels catching the NP and ends with the consumer. The 2004 study of the Uganda 
value chain by Nyeko identifies 6 links in the NP export supply chain: the fishermen, 
middlemen, agents, fish processing factories, fish exporters/importers and retailers. In fact 
there are often more participants in the value chain either as middlemen/brokers at the 
landing sites or as distributors or processors before the retailer. 

Additionally, there is value created in terms of; a) by-products such as NP skins, maws, 
frames, offcuts; b) rejects; and c) small-scale processing (see below). 

Products and by-products: 
Fresh, skinless, boneless, fillets Skins 
Fresh fillet other specifications Cheeks 
Fresh H&G Trimminqs 
Frozen fillets and H&G Dried, smoked or fried 
Value-added Fishmeal 
Bladder (Maws) Frames (Head and Skeleton) 

Further, value is given back or re-distributed through social improvements undertaken by 
processing companies, taxes and eco-Iabelling projects. For example Vicfish (a Tanzanian 
processing company) invested a total of USD $20,000 (up to 2006) in social improvements 
for fishermen and fishing communities such as toilets and landing site facilities. 10 

8 Frame survey 2006 (LVFO)
 
9 By 'illegal' fish is meant undersized Nile perch (i.e. less than 50cm), which has been a problem in
 
factories as well as in domestic and regional markets.
 
10 Survey results
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Description and Analysis of the Value Chain of the Lake Victoria Nile perch Fishery I 
Figure 3 below shows the value chain pyramid and the involvement of different segments of Ithe supply chain. 

Figure 3: LVNP Export Supply Chain Pyramid11 

I 
100,000+ 

Consumers 

2,000 
Retail outlets 

I 
300 

Distribution Agents 

7 
Import I Export 

companies 

25 
Processing 
Companies 

500 
Factory Agents I 

Il 
8,000 

Middlemen I 
I
." 

I20,000 '\1 
Fishing Boat Owners ~ Il 

I 
120,000+ 

Crew (LVNP fishermen) 

The Value Chain Pyramid shows the numbers involved in supplying LVNP to consumers in
 
Europe. The data is from 2008 and estimations have been made based on sample surveys,
 
the agents study, frame survey and data received from government departments. The
 
product may not follow all stages of the supply chain but the diagram provides an overview
 
of the supply chain situation and those involved at each stage.
 

11 Source: onsite survey and CAS 2006 report. 
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I 
I 

The following diagram (Figure 4 overleaf) shows the supply chain flow diagram for LVNP 
from fishermen to consumption/usage. The first stage is the fishing and landing by fishermen 
at landing sites around the lake. Thick lines represent main flows of materials, whereas 
dotted lines represent small or minor quantities. 

I The LVNP supply chain starts with the Fishermen comprising of crew and boat owners. They 

I 
sell their Nile Perch to factory agents/middlemen (First Sale price) or to artisanal processors 
(reject price), or in rare cases, direct to factories (Factory Buying Price). The system of 
payments (crewshare) is not shown on this diagram as the selling price for fishermen and 
crew alike is the same but the crewshare becomes important in subsequent analysis when 
costs are included. 

I Financing is passed to the fishermen through agents, usually the factory agents but there 

I 
may be middlemen involved. Normally the financing originates from the factories and in this 
respect the flow of finance from factory down to agents, fishermen and crew is a significant 
value. 

I 
The factory agents / middlemen / traders then sell the fish to processors (either factory or 
artisanal/small scale), and also to the regional and domestic market. Sales to the regional / 
domestic market and artisanal processors are less restricted than sales to factories and 
therefore these customers accept smaller sizes and quality that would not be accepted by 
factories. 

I 
I Artisanal processors take fish they buy as rejects on the beach or from traders and create 

value-added products from them. For instance the LVNP may be cut into pieces and cooked 
before being marketed for consumption locally or regionally. Alternatively the artisanal 
processor may dry, salt or smoke the LVNP before marketing domestically or regionally. 

I Processing factories themselves have the largest variety of products and customers. They 
may produce, fillets (fresh or frozen) or H&G for international, regional or domestic traders, 
have contracts directly with supermarkets internationally or domestically and also produce 
by-products (frames, maws etc.) for domestic, regional or international markets. Their selling 

I price will be FoB (Free on Board) or occasionally CnF (Cost and Freight). 

I 
By-products are also sold by the factory as quickly and as risk-free as is possible. The 
factory will also minimise the cost of production of by-products and use a separate, less 
costly part of the factory for their production. Maws are frozen and sold FoB to 
Importers/Exporters that distribute into international markets. Frames are sold out of the 
factory door (ex-factory) to local traders that have their own transport and market. 

I 
I In terms of the international market it is normally the importer that also acts as the exporter. 

In the vast majority of cases, East African Community processing factories will not export the 
product preferring rather to limit risk and end their responsibility for the shipment at the 
national border. 

I 
So it is at the port / border exit point, on board either an aircraft (fresh) or the transport 
vessel (frozen) that the Importer/Exporter takes ownership and responsibility for the 
shipment. In terms of FoB price the European fresh market offers highest value and the 
small additional cost of producing fresh is the reason that fresh is preferred wherever 

I possible. The Importer/Exporter then arranges the logistics to take to international market 
and subsequent sales to either supermarket or distribution agent. 

I In most cases the Importer/Exporter will not physically see the shipment, but they do take 
ownership and organise delivery to their customer. In terms of supermarket the delivery 
destination will be its central depot, where it will be added to other types of products destined 
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Description and Analysis of the Value Chain of the Lake Victoria Nile perch Fishery I 
for individual supermarket outlets. Once at the supermarket outlet the fresh fillet (or H&G) 
will be placed on the wet fish counter or wrapped and displayed in a tray for the consumer. IThe consumer will pay the retail price and are the final link in the supply chain. 

A more complicated supply chain will happen when the Importer/Exporter sells to Distribution 
Agents. In this case, the Importer/Exporter will arrange for clearance of the shipment and I 
delivery from airport by truck to the DA's chosen storage facility. In either case the selling 
price will be DDP - Delivered Duty Paid. I
The Distribution Agent may be a large seafood trader located in one of the central markets in 
Paris, Rome or Madrid. They could also be a seafood processing company intending to re
pack and sell on the fillet or a food service (catering) supplier with outlets located in cities 
around Europe. They take ownership of the shipment on delivery (receipt at their depot) I 
arranged by the Importer/exporter. 

This fresh supply chain may only take one day but the organisation involved and marketing 
is complex and also risky. Delays or accidents may cause the shipment to become old, 
perish and lose its value. 

The customer's of the Distribution Agents (supermarkets, fishmongers or caterers) purchase 
wholesale (of course) in quantities larger than would be normal for consumers. The DA may 
deliver the product for a fee or the customer may use their own transport to take the product 
to their sales premises. 

It is normal for the consumer to physically go to the restaurant, supermarket, or fishmonger 
in order to purchase their LVNP. But the retailer may also deliver the product to the 
consumer themselves, to add further value through a delivery fee or simply to create market. 
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Figure 4: Supply Chain Flow Chart 
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3.1 European Nile Perch Marketing System 

This section describes the detailed structure of the international marketing system operating
 
throughout Europe with particular attention to the routes dealing in the highest quantities of
 
Nile perch products.
 

The international marketing system operating throughout Europe for Nile Perch products is 
outlined in Figure 5. Overall the marketing chain for LVNP if short passing through just two 
or three companies before the consumer. Packaging and labelling remains the same as 
leaving Africa until it is either placed on a wet fish counter or re-packed during basic 
processing carried out in Europe. 

Importers / Major Buyers either purchase FoB (Free on Board airplane or vessel) or CnF 
(Cost and Freight to importing country) from exporters in Uganda, Tanzania or Kenya. The 
importer will arrange customs clearance and entry to the EU at the airport and delivery to 
their customer. If purchasing FoB the importer will also arrange international logistics from 
Africa to the European port of entry. 

,_~jg~!~ _~: .~~~~J?~_'!~. ~!~~. ~.~~~.~ .l?~R~!Y. ~!"t.'!!':l , 
Prices~ ~~!.<?E~~~. ~~.':I~~.~~~ _ _ _.._ : 

Retail 
Wholesale 

s
ea DDP a en' 

~ g
oo 

FoB or CnF 

Importing companies have two customers, Supermarkets and Distribution Agents and sell in
 
bulk to these at DDP (Delivered, Duty Paid) prices. It may be the case that these customers
 
are sub-companies of the Importer, for instance the importing company owns a sub

company (or department) that acts as a Distribution Agent in the marketplace. A DA may
 
also be a processing company that adds value in some way to the fillets (for instance
 
portioning and vacuum packing) for retail, increasing the price but also incurring some cost.
 

The marketing system for frozen NP in Europe is different in that supermarkets do not 
purchase the bulk boxes directly. Importer's first sale of frozen is to wholesalers who 
distribute to retailers. 

Distribution agents sell to fishmongers and catering companies, larger ones may sell to
 
Supermarkets at wholesale prices (retailers). There may be two or more tiers to Distribution
 
Agents that sell more locally and closer to the consumer. The Retail Outlets (Supermarkets,
 
Fishmongers and Caterers) are the final sellers and sell direct to the consumers at retail
 
prices that include sales taxes (VAT).
 

Historical prices from the Globefish 2006 report indicated some confusion that the wholesale
 
price for fresh fillet in Europe was Euro 4.50-5.00/kg in 2004 and Euro 4.80-5.20/kg at the
 
end of 2005. And also that in 2005, frozen Nile perch fillets were wholesaling at Euro
 
4.60/kg, while fresh fillets reached Euro 6.1 O/kg.
 

12 Distributer may be a processing company, a department of an importer, wholesale fish company or
 
other intermediary in the supply chain.
 

I
 
I
 
I
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I 
I
 Table 2: E Wholesale P .
 -- - ---- . ---

2004 
Fresh 4.75 
Frozen No record 

I 

for fresh and f --_ .. Nile Perch fillets (Euro/kg)13 
2005 
5.00 
4.60 

I 
Perhaps these data inconsistencies on price actually show the real story that prices are 
varying significantly and that price records (raw data) are unreliable. The Globefish report 
also states Euro 3.1 O/kg as the price of frozen NP fillet in 2006 (reference page 49). 

3.1.1 Major European Participants in the Nile Perch Value Chain 

I A survey was undertaken to identify the major participants in Europe involved in the Nile 
Perch Value Chain. European buyers and importers were identified by desk-based research 
(internet search, literature reviews and telephone interviews) and on-site visits to markets 
(mainly central trade markets and supermarkets). Where an indication that a buyer / importer 

I has been found such as through literature14 or the factory date on supermarket packaging 15 

I 
then this is verified with the company involved. On-site visits to importers and telephone 
interviews are structured to assess the price, quantities and values of Nile Perch traded over 
a period. 

Table 3: Fresh and F --- Fillet I rts from Lake Victoria (metric tonnes)16 

I Importer 2004 % of Total 

Europe 48,952 72%
 

Australia 4,125 6%
 

I Japan 4,025 6%
 

USA 3,437 5% 

I
 Others 5,422 8%
 

Total 68,036 

I European Member State 2004 % of European Imports 

I
 
Belgium 13,989 29%
 

Netherlands 12,868 26%
 

France 8,950 18%
 

Germany 5,713 12%
 

I Spain 4,521 9%
 

Greece 2,531 5% 

I
 Italy 380 1%
 

Globefish (2006) total estimated NP fresh fillet market in Europe is estimated to vary 
between 600 to 800 tonnes per week in 2006. However, the survey results (2008) indicated 
a potential small increase in the average weekly import of fresh fillets into Europe from the 
600-800 tonnes estimated in 2006. Importers were reluctant to provide data but the range of 
answers varied from 700-900 tonnes of fresh exports per week, an estimated total of 41 ,600 

I tonnes per year. 

13 Globefish 2006
 
14 Megapesca report (2005)
 
15 Using the EC processing facility number printed on packaging
 
16 Globefish 2006
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3.1.1.1 Importers/exporters 

It was clear that Anova are the major player in the NP value chain and account for 30-35% of 
the European market to Supermarkets and Distributors or 200-300 tonnes per week. The 
other current (June 2008) major buyers are Fiorital, Caldero, VSV, WS, East Coast and 
Japofish, (see Table 4). 

Table 4: E ... - - 't".. - . f Fresh17 

Rank Company Location Est. EU Quantity Sales Value Specific Markets 
market mt (Euro) 

share 

Europe, Ukraine, 
1 Anova Den Bosch, 30% 12,480 €56,160,000 Supermarkets

Holland www.anovafood.com 

Italy and all across EU 
2 Fiorital Venice, Italy 25% 10,400 €46,800,000 www.fiorital.com 

Spanish market 
3 Caladero Zaragoza, 15% 6,240 €28,080,000 www.caladero.com 

Spain 

Europe
4 VSV - Van Ijmuiden, 10% 4,160 €18,720,000 www.vanslootenvis.nl 

Siooten Vis Holland 

Western Europe 
5 W.S. Fish Winschoten, 10% 4,160 €18,720,000 www.wsfish.nl 

International Holland 

Spanish market 
6 East Coast Madrid, 5% 2,080 €9,360,000 www.eastcoastseafood.es 

Europa Spain 

Spanish market 
7 Japofish Valencia, 5% 2,080 €9,360,000 www.japofish.com

Spain 

The survey found that previous importers identified in previous reports (Megapesca 2005) 
had since stopped trading in Fresh NP. Icemark said that they were not importing any more 
as the business was no longer interesting. Kenfood have been previously a significant 
supplier but then stopped trading in LVNP for a period. In 2008 the company recommenced 
importing NP but is only a minor importer currently. Further companies that have halted 
trading in Nile Perch include Nieterlof from Holland that now only do Pangasius. These are 
indications of importers not making money from trading LVNP, at least for some periods. 

Although the prices have been reported to be rising over the three-year period these are 
sample prices. A more detailed analysis of the prices for frozen fillet over the three years 
show a much more stable trend (see table below). From 2006 to 2008 average frozen prices 
increased from $4.20 to $4.38, an increase of just 4.2%. 

Table 5: Frozen Prices FoB Tanzania18 

2006 2007 2008 
USD/kilo 4.2 4.13 4.38I I 1 1 1 

The European market for frozen product is not so large as the fresh market and in fact is 
relative in size to frozen markets in Japan, Israel, Australia and the Far East. The table 
below shows a range of major importers, their location and sample FoB prices. 

17 Source, MEGAPESCA 2005, survey of factory records (July 2008) 
18 Source, survey of factory records (July 2008) 
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Table 6: Example of Frozen Importers and Prices 2006-200819 

FoBCompany 
Price Location Year 

Starmark 3.60 Piraeus 2006 
Starmark 4.25 Piraeus, Greece 2006 
Maruha 4.15 Japan 2006 
MIS Food Miglad 4.35 Eilat,lsrael 2007 
MIS Pescafina 4.00 La Havana,Cuba 2007 
Pescafina 4.10 Spain 2007 
MIS Femeq Holland BV 4.65 Rotterdam 2007 
Starmark 4.00 Piraeus, Greece 2008 
Seabest 4.25 Sydney 2008 
Negro 3.70 Romania 2008 
Piau Kee 4.35 Port K"Lang, Malaysia 2008 
Maruha 4.35 Tokyo 2008 
Irvin & Johnson 5.00 Cape Town 2008 
Momokawa 4.50 Tokyo 2008 
Marubeni 4.60 Tokyo 2008 
Pescafina 4.50 Spain 2008 
Food Miglad 4.35 Israel 2008 
Cardomar 5.00 Paita,Peru 2008 

3. 1. 1.2 Distribution Agents 

Distribution Agents are a potential direct market for fresh Nile Perch from processing 
companies in Uganda, Tanzania and Kenya. Exporters would benefit from a higher price and 
potential for more value addition if selling further downstream closer to the consumer. There 
are no reasons why this cannot be achieved since Nile Perch arrives at Distribution Agents 
in the same form as they left the exporting company. There are however some key 
considerations and challenges: 

•	 Logistics to DAs (delivering DDP) is longer and more complicated than selling CnF or 
FoB 

•	 Companies must have knowledge of the market in order to identify customers, their 
details and requirements. 

•	 The risks are elevated in terms of non-payments and credit, rejections, customer 
liaison and in other ways because exporters have no diversification of product lines 

The research found that European processing companies were involved in the NP value 
chain. In Auchan supermarkets there were NP value-added products processed in France by 
Mer et Terroirs a processing company with factory number - FR 099 006.20 The company 
appeared to be buying fresh NP from importers and processing the same day at a cost of 
Euro 2/kg,21 packaging and sending to Auchan supermarkets. 

19 Source, survey of factory records (July 2008)
 
20 Company registration code; 50-099-006 Company name - MER ET TERROIRS SAR.L _
 
Address: Zone Industrielle de Pommenauque 50500.
 
21 Cost estimate of value adding in Europe is €2/kg (intake, processing, packing and delivery).
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Figure 6: Value Added LVNP (with sauce) 

Large German processing companies, and catering suppliers were visited to assess the 
demand for LVNP. A sample of wholesale market based Distribution Agents was surveyed at 
the Paris and Madrid fish markets (Rungis and MercaMadrid). Each company would trade in 
tonnes of Nile Perch from Lake Victoria per week. Historically, companies sourced for I 
themselves directly from East Africa but recently the trend has been towards buying from 
larger companies such as those mentioned in Table 5. I 
During the visit to Rungis market, one company was observed to have a total of 5 pallets of 
NP from a company in Tanzania, the price was around 5.5 - 6 Euro/kg. Generally on the 
Rungis market both LVNP and Panga were being sold side by side in large quantities. 
Another company claimed that LVNP was bought for Euro 5.50 and large quantities sold 
(100-200 boxes a day) of all sizes. Different size grades were often observed together, but 
there was no difference on the price of sizes. The market was generally full of LVNP from 
suppliers such as Nile Perch Fisheries and Anova. Prices were recorded for use in the value 
chain analysis and also other information such as marketing network and product 
perception. 22 

I
The big issue on the MercaMadrid market in Madrid, Spain was that LVNP always arrives 
frozen instead of fresh as it should be and as would be expected for fresh airflown product. 
Since the product appears to be frozen it is sold as defrosted product like Pangasius and 
does not reach the price that it should. If it was fresh then the LVNP would sell for a 
significantly higher price. The selling price to fishmongers and catering (Wholesale price) 
was averaging at Euro 5-6 / kg but it was also clear from interviews that price varies 
drastically week on week. I 

22 Prices of LVNP on the MercaMadrid and Rungis were cross referenced against prices fror'n 
FIS.com. there was no significant difference in the prices. 
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For the large catering suppliers, they do not normally import direct but instead buy 2-3 
tonnes per week each from importers. A major concern was that the importers were taking 
all the profit and exploiting customers as well as suppliers. Actually, the companies in 
Germany indicated that Pangasius was not competing with Nile Perch so much and in fact in 
Germany it was the "unsustainable" Redfish (Sea Perch) that was competing with Nile 
Perch. One big problem for this company was that the 'fresh' Nile Perch usually arrives 
frozen at -2 to -3 degrees centigrade. Hence the perception was that freezing was intending 
to disguise the bad quality and also meant that even the 'fresh' nile perch is considered as 
defrosted. 

Sales prices in Germany (wholesale prices) were around 7-8 Euro / kg (10.85 - 12.4 USD). 
But prices had reportedly increased by over 50% in the last year up to May 2008. The rising 
prices reflect the high demand during Easter and the relatively high price of competing 
products. Catering suppliers of Nile Perch such as this one in Germany are selling nile perch 
to restaurants such as this one displaying Perch (possibly Nile) at Euro 21 for a meal. 

Perch is a popular restaurant fish in Germany 

Distribution agents in France, typically have head offices at Rungis market, and these were 
visited to assess their demand for LVNP and explain how their distribution network operated. 
The trend indicated that the frozen NP H&G and steaks were becoming less popular but still 
demanded in niches such as the Jewish market. Historically, French DAs were selling large 
quantities, for instance 1,500 boxes per week for one company, but now this quantity has 
reduced to only 500. The drop in demand is reportedly not due to competing products or 
price but to do with significant fall in quality. Despite poor quality, Perch still has a good 
brand in France and sells, but some large catering companies such as Compass and Eurext 
will no longer accept NP because of poor quality. In terms of price, there are large price 
variations of over 1 Euro up and down each week. This makes it very difficult to organise 
sales and is a significant restriction to the development of the product. 

Interestingly, some companies stopped importing as there was no longer any profit in the 
Nile Perch business and currently just buy from the large importers listed before. This is an

I indication of economies of scale for Importers and that competition is high, profits being 
competed away. 

I The UK market does not currently accept LVNP. At Billingsgate market in London, the 
largest fish market in England there was no LVNP to be seen. The reason is that the 
whitefish market in England prefers marine fish and is very price dependent, quality is not 
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important. Traders at the Billingsgate market explained that very cheap frozen whitefish is 
used by the fish and chip industry and fresh whitefish is very selective. I 
However, there is now tilapia fillet on the market retailing at around £9/kg fresh (18 USD). 
With an eco-Iabel it is not out of the question that LVNP could start to be accepted in the UK. I 
3.1.1.3 Retail outlets 

Over June 2008 retail outlets were visited to benchmark the retail section of the value chain 
in terms of price, quantities and labelling of Nile Perch and to identify competing Nile Perch 
products. It is understood that prices change over time and depending on the location and 
that the survey is limited by these factors. Example pictures of LVNP on display at Carrefour: 

I 
I 
I 
I 

Packs of large NP fillet (€ 13/kg) Fresh NP fillet on the wet fish counter 

Supermarkets are generally homogenous in their marketing of seafood and the indicative 
sample is likely to be representative of the industry as a whole. However, prices are verified 
with data from other sources so the survey is deemed an essential starting point. I 
According to best estimates since Globefish did not cover the French market, consumption 
of Fresh LVNP in France is around 100-20Ot per week. As part of the survey two Carrefour 
supermarkets (supplied by Anova) and one Auchan hypermarket were checked for prices, I 
competing products, product form and packaging. 

At the Auchan supermarket NP fillets (medium size) were selling on fish counter for €12.95 
per kilo competing with other fillets Tilapia (€12.95/kg), Cod (€14.95/kg) and Fletan Noir, 
Halibut (€19.95/kg). In addition to these, there were more competing pre-packed products 
with the same prices but packed in Europe with value-added in terms of flavouring. Also 
competing with NP was frozen, defrosted Pangasius being sold for €5.95/kg. There was no 
NP being retailed in the frozen fish section. 

The first Carrefour supermarket was retailing NP portions cut from large fillets for €13.50/kg 
packed in trays of 200g. This NP was directly competing with similar priced tilapia fillets and 
more expensive tuna and swordfish. Defrosted Pangasius fillets also featured at €5.90, the 
size of these individual fillets of catfish was small, weighing around 200g. In the frozen I 
section of the supermarket the store was selling 500g bags of frozen NP fillets at Euro 9/kg. 

At the second Carrefour supermarket large sized NP fillet were selling at €1 0.90/kg, there 
was no packaging and NP fillets were simply placed on the wet fish counter. In terms of 
competing products, tilapia fillet (but much smaller sizes) was selling at €9.90/kg. Prices at 
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I 
the Auchan supermarket were higher and these have been included in calculating the 

I
 average prices in the subsequent section.
 

In order to verify the accuracy of the survey data, the results of a consumer report (TNS 
Secodip (2008): Fresh fish purchases, yearly data, Ofimer) in France were analysed for data 

I on LVNP in the French marketplace. The 2008 report gives data on 2007 and is based on a 
survey of 12,000 consumers in the French market. 

I The results of the TNS Secodip (2008) study showed that 7,184 tonnes were consumed in 

I 
total at an average retail price for consumers of €9.86/kg, which represented a 7% decline in 
the price since 2006 (€10.6/kg). The fall in price was accompanied by a 13% increase in 
retail sales from 6,358 tonnes in 2006. These figures were not significantly different from the 
prices observed during the survey but do indicate that NP retail prices have risen from 2007 
to 2008. 

I Globefish estimates that fresh consumption of Nile perch in Spain is as high as 150 tonnes 

I 
per week. At the Corte Ingles supermarket, NP is on prime display at Euro 9.90/kg, there are 
no other competing fresh water species (i.e. no tilapia or Pangasius). Other white fish fillets 
from marine sources range from Euro 10.95/kg to 26.95/kg. There is no frozen NP but Hake 
fillets (alternative whitefish) are selling from between Euro 8 and 9 Euro/kg. 

At Hiber Supermarkets large size fresh NP fillets (71 Og) were selling for Euro 9.90/kg. There 

I are no competing products and NP fillet is as well on prime display, it is clear that on this
 

I
 
occasion NP is a key product line. Even at the local fishmonger's NP fillets are available but
 
on the occasion of the audit, the NP were the fishmonger's cheapest product after sardines,
 
selling for Euro 8.90/kg.
 

I
 
In Holland (and Belgium, Luxembourg), Globefish estimated that consumption of NP was 30
 
tonnes per week (2006). This is a small consumption in relative terms but still represents a
 
significant market. To investigate further, the largest supermarket chain in Holland (Albert
 

I
 
Heijn) was visited and observed to be selling a variety of fresh fish products. Their supplier
 
was identified to be Anova, who supplies them with fresh Nile Perch from their base in south
 
Holland. Competing products at this supermarket were fresh tilapia and Pangasius as well
 
as other white fish fillet. On this occasion there were no NP products on display but
 
interviews with the staff indicated that the retail price was typically €15/kg.
 

I According to Globefish, Nile perch consumption in Germany is estimated to average 40 to 60
 
tonnes per week. The report indicates that apparent margins Dutch re-exporters are putting
 
on the NP product is impressive. According to Globefish, average unit value of fresh
 

I freshwater fillets from Africa is €3.80/kg, whilst the one of Netherlands is €6.80/kg. Hence
 
there seems to be some advantage to be gained from exporting direct and not through an
 
importing/exporting agent.
 

I
 
Globefish also indicate that the real opportunity for the African exporter is in the field of
 
improving the quality and the presentation of the fresh Nile perch fillets, as on the frozen fillet
 
market there is really no possibility to compete with farmed Vietnamese product. The results
 
of the survey confirmed this and at a final selling price of €5 to €6/kg there is no value to be
 
gained in competing with catfish fillet. 

The large German supermarkets were very keen on eco-Iabelled products and in the case of 
one example, the supermarket already had a range of 50 Fair Trade lines. They do not 
currently stock LVNP in significant quantities but would be very interested to market it with 
some form of social aspect involved depending on market acceptance. The main 
supermarket interviewed is committed to sourcing sustainable seafood and in particular the 
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MSC. The key supermarket requirements are 1) price, 2) regularity of shipments, 3) 
sufficient quantity to supply their stores and 3) corporate and social responsibility. I 
According to the Globefish report, the Italians consume 180-200 tonnes of Nile perch/week. 
Fiorital are the second largest importer/exporter of LVNP and based in Venice, Italy. They 
were very secretive about their trade in LVNP and refused to see the consultant. From what I 
information the consultant could obtain, Fiorital are very competitive in price and cooperate 
with the other importers/exporters on airfreight, sharing cargo space. 

3.1.2 Product labelling 
Labelling contains the normal information necessary for sale into the EU. In all cases it 
conforms to EU requirements, some examples on packaging are given below.23 I 
The two most common packaging are polystyrene boxes for fresh and waxed cartons for 
frozen, see below. For fresh, packaging costs $1-2 USD per polystyrene box, which equates 
to USD $0.20 - 0.30 per kilo of final product. Polystyrene is also not environmentally friendly I 
and 'unsustainable', but there are few reasonable alternatives if the product is to stay cool. 

Bulk frozen catering packs of fillets 
. . I 

I 

I
 
I
 

.. 
Frozen fillet being palletised for export Fresh fillet poly boxes 

ISmaller retail packing like this 1kg fillet bag from Anova are increasing in production by 
factories. Vicfish in Mwanza have similar products in smaller types of packaging destined for 
the Northern European market. 

:1 
23 COMMISSION REGULATION (EC) No 2065/2001. and 
http://ec.eu ropa. eu/food/international/trade/im cond fish en.pdf. 
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I 
I 
I 
I 
I 
I 
I Figure 7: Value-added packaging 

I 
Other types of packaging like this frozen vacuum pack in Kenya were observed during the 
survey. This pack, produced by Alpha Group, retailed at 400 Kenya Shillings for half a kilo. 
The fillet size was also evidence that the slot size minimum limit is not being adhered to for 
the domestic market. 

I 
I 
I 
I 
I 
I Figure 8: Small-sized Nile Perch fillet in Kenya 

There are various different terms for LVNP in Europe, depending on the country and product 
form, such as Perea del Nilo, Nile perch, Perca-do-Nilo, Perche du Nil, Lates niloticus, 

I Nilbarsch, Victoriabarsch and Victoriasee-Barsch. 

I 
There is a new EU IUU regulation coming into force next year for marine fish imported into 
the EU. It requires countries through their competent authorities to certify that their fish is 
legal. But research showed that it will not apply to fresh water species including LVNP. 

I
 
I
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Description and Analysis of the Value Chain of the Lake Victoria Nile perch Fishery I 
3.2 The East African Community Nile Perch Supply Chain I 
The ToR required the following information to be sourced from the survey: I

a) Name of factory; 
b) Location; 
c) Name of owner; 
d) Name of group of companies to which the factory belongs; 
e) Date of establishment and operation; 
f) Value of capital assets including buildings, equipment, vehicles; 
g) Processing capacity; I 
h) Current fish production; 
i) Number of employees; 
j) Number of fish supply agents; Ik) Number of fish collection trucks; 
I) Number of fish collection vessels; and 
m) Quantity and location of ice produced. I 

In addition to this information, companies were requested to provide information on their 
production costs, raw material sources, procurement procedure, sales logistics, prices and 
challenges faced. General information on the value chain was discussed for the purpose of I
clarification. The basic questionnaire template is shown in the Appendix to this report. 

Some data was not provided by companies and some data was considered spurious. 
Wherever possible, data was triangulated with governmental records, evidence from other 
sources and common sense. The completed questionnaires are also provided verbatim in 
the final Appendix available as an additional attachment. 

The consultant was provided with a GPS receiver and subsequently the coordinates of each 
factory visited were recorded. These have been recorded in the subsequent sub-sections for 
reference and future usage, together with the information gained from the survey and other Iresearch as a description of the processor stage in the value chain. 

Undertaking a survey such as this faced problems typical when gathering spot check data. 
For instance, the survey was undertaken at a time of year when catches are traditionally low I 
meaning higher prices and lower quantities processed. This may result in the situation being 
portrayed worse than it actually is. To account for this, year on year values were compared 
to assess the current 'spot check' situation against the same period the previous year. I 
Additionally accuracy of the survey was limited by the information provided by interviewees. 
In the case that the question was not understood or the response given was incorrect then Ithe survey result would be misleading. The method used to account for this was as follows: 

Provision of explanation and examples of the questions 
Ensuring that the correct individual was answering the question, i.e. the Production I 
Manager for factory details and General Manager for financial data 
Avoiding leading questions 
Triangulating or verifying responses with data sourced elsewhere for assurance of I 
accuracy 

I
 
I
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3.2.1 LVNP exporting factories 

A total of 25 LVNP factories were surveyed, these comprised all of the processing 
companies that were currently exporting. There are 10 factories in Uganda, 6 in Kenya and 9 
in Tanzania. During the review stage it appeared that one of the processing companies 
currently exporting to Europe was not visited. The issue was that it seemed Ngenge was in 
fact currently exporting, and this was not made aware to the consultant by the competent 
authority. 

Some 6 factories have been closed in Uganda and 1 in Tanzania. A further 2 factories are 
planning to start operating in Tanzania and 1 factory is being built in Kenya so that 
production can be relocated from an existing factory. Photographs are available on all 
locations visited for instance: 

Fresh Water Fish Exporters Peche Foods 

The trend of closing factories in Uganda apparently started in 2005 with the closure of 
Masese Fish Packers. Tropical, Ngenge, UMP and Unifoods closed during the last 2 years 
and the competent authority indicated that Gomba have not exported during 2008. 

Table 7 below summarises the key statistics of the LVNP processing and export sector. The 
following text explains the values contained therein. 

Companies generally interested in fast money and largest margins, that is why do fresh 
product. Fillets are not cheap enough to mass market frozen without some additional market 
niche. The average costs of production are $1.24 to cover costs such as packaging, 
electricity and water, with $0.28 being the cost of labour. 

An average wage of 5 USD per day was paid to workers and administration staff. The total 
number of employees is 8,432 with a total wage value added of over $13 million per year, 
based on a 6 day week. The workers tended to have no rights in the factories and were often 
not employed on a permanent contract. This made them the most vulnerable to exploitation. 

The processing factories all complained that they were not making any money and the 
figures provided to the consultant were intended to show this. But in fact once the data was 
triangulated with other sources and discussed in the workshops it seems that the financial 
situation is still reasonable for the processing factories. Their production output is still 
reasonably high at 45% capacity, and this does not seem to have changed over the period 
since 2004 when the previous analysis was undertaken by Nyeko (2004). Furthermore 
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Noyombi identifies that in 2003 Uganda had an installed capacity of 443 tonnes per day. 
This actually compared to 335t1day in 2008. 24 I
 
The total export value identified in the study was $333 million for 2007. The main source for 
this data was the government records since companies were reluctant to part with this 
information. In fact it is likely that this figure is higher because of the tendency for official 
invoices to show lower prices than agreements behind the scenes. There was no evidence 
to suggest this but typically in industry where companies work closely together it is possible 
that these agreements may be in place. I
 

I
 
I
 
I
 

I
 
I
 
I
 

I
 
I
 
I
 
I
 

24 2008 data obtained during the VCA survey.
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Table 7: LVNP Processing and Export Sector Summary (June-July, 2008)25 

Ref. 
Production 

Capacity (av 
Ud) 

Current 
Production (av 

Ud) 
Op. % 

Cost of 
production 

(USD per kg) 

Wage cost of 
production 

(USD per kg) 

Export Volume 
2007 

Estimated 
Export Value 
2007 (mUSD) 

Employees 
Est. wage 
value (per 

year) 
K1 100 32 32% 0.1 5500 22.066 800 $1,248,000 
K2 15 5 33% 1.12 0.21 448 2.675 100 $156,000 
K3 40 9 23% 0.9 0.3 1475 6.89 275 $429,000 
K4 25 10 40% 2 1441 5.8 130 $202,800 
K5 20 10 50% 1 0.27 1398 5.14 150 $234,000 
K6 30 22 73% 2955 13.14 400 $624,000 
T1 100 38 38% 1.35 0.21 10748 40.532 540 $842,400 
T2 100 55 55% 9128 31.222 680 $1,060,800 
T3 90 40 44% 7342 28.339 800 $1,248,000 
T4 50 15 30% 1.1 4437 18.888 350 $546,000 
T5 35 17 49% 1 0.4 2157 14.98 197 $307,320 
T6 100 33 33% 1.35 0.3 5008 25.414 850 $1,326,000 
T7 40 20 50% 0.15 2516 12.23 250 $390,000 
T8 50 25 50% 2984 14.22 450 $702,000 
T9 18 12 67% 654 3.4 135 $210,600 
U1 50 38 76% 1.25 0.65 4000 18 470 $733,200 
U2 40 12.5 31% 1000 4.5 150 $234,000 
U3 30 15 50% 1 0.12 1700 7.5 200 $312,000 
U4 35 23 66% 0.8 0.2 2000 8 300 $468,000 
U5 25 10 40% 1058 5.5 230 $358,800 
U6 32 15 47% 3901 18 300 $468,000 
U7 50 10 20% 1.2 0.4 3450 16 300 $468,000 
U8 18 8 44% 0 0 55 $85,800 
U9 25 15 60% 2 1200 5.5 150 $234,000 

U10 30 10 33% 1184 5.6 170 $265,200 

Tot. 1148 499.5 77,684 $333.54 8,432 $13,153,920 

Avg. 45.92 19.98 45% 1.24 0.28 3107 13.34 337 $526,157 

25 Source: onsite survey, literature and LFVO reports. 
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All companies interviewed were purchasers of whole round raw material, processors (into 
fillets) and packers of Lake Victoria Nile Perch. All apart from one company were producing Ifresh fillets for the European market. 

The most notable exception to processor's value-addition is export marketing. All companies 
are selling their production FoB, that is to say delivered to the airport or sea port ready to be I 
exported. Processing companies are not exporting or marketing in significant quantities. This 
value addition is carried out by European or other foreign company (the importer) and is a 
limitation on the potential for value-addition in East Africa. 

There were a number of examples of East African companies attempting to export, these are 
given in Box 1 below: I 
BOX 1: Direct Marketing Examples 

Example 1: Delivering CnF to Europe I 
Alpha previously chartered their own cargo planes for export to customers in Europe. Alpha 
also delivers small quantities of fresh CnF shipments on commercial airlines direct to 
companies internationally. I 
Example 2: Establishing a European Sales Office 
In 2005 a company in Uganda opened an office in Holland to market product directly to 
retailers and distributors in Europe. However, shortly after opening it had to be closed, the I 
reason (allegedly) was that the large importers control the market and undercut their prices 
for a long enough period in order to bankrupt them. Then, once they had closed them out of 
the market the importers resumed the higher prices as before. There are many importing 
companies that this has happened to, being beaten out of the market by larger operators. 

Example 3: Contracts with European supermarkets I distributors IA Ugandan company is developing value-added products of 1kg boxes direct for a 
supermarket in Northern Europe. The supermarket undertook a social audit, which the 
company passed satisfactorily. This particular company currently deliver 6 containers per 
year of this product but margins are good and there is scope to increase volumes. I 
However, by far the tendency is to allow the purchasing company (the importer) to carry out I
the exporting also. This is the major value added and service provided by the importer and 
includes logistics, marketing to retailers and supply chain management. 

The fact that there are examples of processing companies attempting to export and failing as 
well as is an indication that the 'importers' are efficient in what they are doing, add 
significant value in the supply chain and there is apparent competition in the market. I 
There are four groups of production factories involved in exporting LVNP from the EAC; a) 
Tilley; b) Marine and Agro; c) Alpha; and d) Vicfish - Bounty. These groups between them 
control 16 of the total 25 factories and 71 % of total current production. I 
The three largest groups, Tilley, Marine and Alpha are similar in production capacity volume, 
but have 3,7 and 4 facilities respectively (see table below). Vicfish - Bounty, although the 
smallest of the groups is tied in with the major importer Anova and in this respect is able to I 
benefit from vertical integration and corresponding economies of scale. In terms of exports 
for 2007 it seems that the Alpha group are the largest with an estimated turnover of 77 
million USD. I 
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Table 8: Comparison of Processing Factory Groups 

Factory Name Production Current Op. % Cost of Wage cost of Export Volume Estimated Employees Est. wage value 
Capacity (av Production (av production production 2007 Export Value (per year) 

No. of Factories Ud) tId) 'USD per kQ) USD per kQ) 2007 (mUSD) 

Tilley 3 230 80 35% 0.78 0.17 12,208 55 1850 $2,886,000 

Marine and Aaro 7 232 92 40% 0.84 0.17 14,608 65 1645 $2,566,200 

Alpha 4 215 106 49% 1.15 0.25 18,705 77 1390 $2,168,400 

Vicfish - Bountv 2 150 80 53% - - 12,112 45 1130 $1,762,800 

Independent facilities 9 321 142 44% - - 20,051 91 2417 $3,770,520 
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3.2.2 Raw Material sourcing 

In general all companies in the same region compete against each other for raw material. 
But specifically the following table explains the locations so that concentration of demand for 
raw material can be assessed. The information below should be plotted onto a map and 
matched with the specific data collected during the survey and questionnaire on the landing 
sites that factories usually source product from. 

Competing Group 

1. Kenya 

2. Bukoba (N. ria) 

3. Tanzania - Main 

3. Uganda - ria Border 

4. Uganda Main 

Company Name 

WE Tilley 

Peche Foods 

FP (2000) 

East African SF 

Prinsal 

Capital 

Igloo 

Vicfish - Bukoba 

Kagera 

TFP 

Vicfish - Mwanza 

Nile Perch Fish 

Mwanza 

Omega 

Primecatch 

MFP 

Oakwood 

Byansi 

Freshwater 

UFP 

Hwang Sung 

Fishways 

Tampa 

Greenfields 

Marine and Agro 

Group 

Tilley 

Marine and Agro 

Alpha 

Marine and Agro 

Marine and Agro 

Vicfish - Bounty 

Alpha 

Vicfish - Bounty 

Tilley 

Alpha 

Marine and Agro 

Marine and Agro 

Alpha 

Tilley 

Marine and Agro 

Marine and Agro 

I 
GPS 

S0114.521 E03652.662 

S0005.086E03444.477 I 
S0004.950E03445.496 

SOO04.948E03445.505 I 
S01 05.233E03427.620 

S0031.432E03427.464 IMajanji 

S0119.793E03149.763 

S0128.325E03144.782 

S0232.626E03254.213 

S0232.626E03254.213 

S0232.398E03257.735 

S0227.549E03254.661 

S0227.180E03254.238 I 
S0129.245E03345.420 

S0129.163E03348.463 I 
Masaka 

Masaka IMasaka 

Kampala 

Kampala I 
Entebbe 

Entebbe IEntebbe 

Jinja 

I 
It was also clear that companies were locating specifically to target resource. For instance 
Igloo in Uganda built right next to the Kenyan border to attract fish, and send fish when 
prices were appropriate. Companies of the same groups would not compete for fish, and Irather support the other factories when supply was required. More information can be found 
in the Appendix where the explanation about specific landing sites used by processing 
companies was collected as part of the survey. This information together with the other 
collected during the survey should be plotted in an electronic map for interactive use by I 
researchers and policy makers. 

I 
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I 
I 3.2.3 Export Routes 

I 
In this section we examine the various export routes for different Nile products in each 
partner state and compile and compare the various costs involved using each route and 
relate these where appropriate, to prices offered to agents and fishermen. 

Fresh product (fillets and H&G) from Bukoba, Tanzania and Uganda are exported from 
Entebbe Airport. Other locations export from Nairobi due to the lower airfreight cost. Frozen 

I containers are exported from Mombasa or Dar es Salaam. 

I 
The airfreight costs to Europe currently average at $1.80/kg from Entebbe and $1.50 from 
Nairobi (gross weight).26 Other estimates indicate that ocean freight cost from Kenya to 
principal markets is $0.15/kg for the Middle East, and $0.2/kg for Japan/China and also that 
air freight costs are higher in Uganda at around $2/kg. Air freight costs to the Middle East 
were estimated at $1.1/kg and $3/kg to the USA. 

I 
I For regional markets the export route is by truck and fresh as well as processed product is 

exported in this manner. The prices offered to agents and fishermen are lower for European 
markets but the benefit is that all sizes and quality is accepted. 

3.2.4 First Sale 

I This section focuses on comparing prices offered to agents and fishermen by factories 
located on landing sites with those not on landings and identifies any incidences of unfair 
pricing for fishermen with recommendations to improve prices to fishermen if unfair practices 
are found. For example data was collected at landing sites like: 

I 
I 
I 
I 

·tlI ,. 

I 
Figure 9: Landing site data collected during surveys 

I 
It is common that there is a fishing fleet owner that has purchased and manages from 1 to 
30 or more vessels. This 'owner' is not a fisherman in the traditional sense as he does not go 
to sea (on the lake) and catch fish but are considered as fishermen in this study. The crew, 

I 
those that go to and catch the fish do not typically own vessels or nets and may be called 
workers as well as fishermen. These fishermen may be paid in different ways but incentives 
are common to encourage them to catch as much fish as possible. In some cases crew own 
their own gear and in these cases are given a larger share of the catch as their 'crewshare'. 

I
 
26 Data on logistics costs was obtained from the survey of processing companies and importers. 
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Description and Analysis of the Value Chain of the Lake Victoria Nile perch Fishery I 
In Kasensero landing site there are 200 vessels undertaking day fishing trips. It is typical for 
the boat owner to wait ashore whilst his workers (the fishermen) take the vessel and gear Iacross the lake, catch the fish and return. These fishermen are paid 30% of the catch in 
actual fish. So for instance if the fishermen return with 10 fish then they are given 3 fish as 
payment for the trip. Hence if there are 3 fishermen they get one fish each or as is more 
usual two fishermen they take one fish each and share the other. 

Fishermen want quick money and for this reason sell their fish (normally all of it) to anyone 
paying real cash. In addition there is also a lack of trust in the processing companies, their 
'credit' payments and ways of weighing the fish. This means that they will sell to a 
middleman who then re-sells it to the processing company and the fisherman then get less 
than the price the processing company are paying. I 
So if the price the processing company offer is 3000 UGS (Ugandan Shillings) per kilo then 
the fishermen may get 2500 UGS per kilo ($1.53/kg). Assuming 2 kilo individual fish weight 
on average, it means the fishermen in our example each earn 7500 UGS ($4.59) for the day. I 
According to the survey, it is not uncommon for two fishermen to return with 70 kilos of fish 
and be given 10.5kg offish, yielding as much as 31,000 UGS. Also common and becoming Imore regular is for fishermen to return with nothing at all, meaning that they may go hungry 
that day. Actually, what tends to happen is the boat owner will subsidise them by providing 
them a minimum level 'safety net' of wage during the time when catches are low. I 
It does seem a rather long and convoluted chain that the catch of two fishermen is then 
passed through the boat 'owner', the middleman and the supplier before it reaches the 
processing company. In addition there is the government, landing site owner and BMU that 
also takes value of the fish. 

The fishermen do not save their money preferring rather to spend their quick gains on beer, Iaffairs with women, food and hotel accommodation. But in contradiction to this there are 
examples of fishermen buying vessels (albeit assisted by credit provided by processing 
companies) and managing a fleet of catching units. Clearly there are others benefiting at the 
expense of fishermen but they seem happy in their job and are receiving a wage greater I 
than if they were employed in a factory or toiling the land as a farmer. 

If the trend of rising numbers of fishermen continues and the fishery resource is further Idiminished then the lot of fishermen may deteriorate considerably. The reason is that since 
the income for fishermen will remain relatively high despite falling catches because of the 
compensating rising fish price. Eventually some fishermen will face many trips without any 
income at all, relying on the windfall that they would enjoy from landing even a few kilos of 
very high priced fish. These fish famines would lead to severe economic hardships in and 
around landing site communities as well as contributing to continued resource depletion. I 
The study found many examples of 25-35% crew share. Also the literature agreed with this 
rate, for instance "While there are still many single-boat operators on the lake in Uganda, 
local researchers estimate that the number of larger scale operations run by absentee Iowners and supervisors is increasing, following a system that is well-established in
 
Tanzania. Motorized boat owners/supervisors usually employ operators who receive 30-40%
 
of the value of fish, either before of after deducting the cost of fuel. The owner maintains
 
boats, engines and nets." (PONTE 2005, page 34 onwards).
 

Decreasing competitiveness between fishermen by reducing the number of vessels would
 
also improve the bargaining power of fishermen. Until the numbers of fishermen are limited
 I
there will continue to be entrants into the fishery reducing profit for all participants. 
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3.2.5 Supply agents 

This section examines the national and regional IFMP reports on factory fish supply agents 
and analyse the results on prices paid to fishermen by agents and prices paid agents by 
factories to assess the fairness of the system for fishermen. It assesses the potential 
benefits and feasibility of BMUs or groups of fisherfolk taking on the marketing role of the 
factory agent. 

Processing companies see the use of supplier agents as essential because hired labour has 
no incentive to ensure fish arrives on time and in the correct form for the factory. Competition 
amongst agents is high and it is reasonably easy to become an agent. The agents study 
found that the prices paid to fishermen by agents and prices paid agents by factories was 
fair (source, Agent's studies). 

Abila et al 2006 said that agents earned $0.1/kg on the price. And concluded that there was 
"no evidence of undue disparities in the earnings of any particular group along the chain as 
fishers, middlemen and processing plants are paying/receiving prices, which are moderately 
different". 

The Agents Studies clearly state that the factory agents provide a worthwhile service in 
facilitating the distribution of fish from landing site to factory. In terms of earnings, the studies 
showed that they ranged from $140 USD to $830 depending on factors such as services 
offered, more specifically; 

Luomba 2007 explains that Tanzanian agents provide employment (sub-agents), credit to 
fishers, pay taxes to local government and levies to BMUs, agents are price takers and earn 
$630-$830 USD per month from their work as agents. 

Lwenya 2008 et al. in the Kenya Agents study also explained that agents provide a variety of 
essential services to ensure the supply chain operated, earn from $140-$536 USD per 
month and "agents playa critical role in the value chain". 

Odongkara et al. 2007 in the Uganda study recognised Agents as key stakeholders 
providing a difficult service characterised by a competitive sector and factory power in terms 
of rejects and working without a contract. But Agents can themselves be profitable with their 
business typically including ownership of vessels and earnings of $466-$560 USD per 
month. 

There were cases where landing sites had low quantities of fish landed per day or if they 
were situated in a remote location, prices offered by agent may be lower than sites with over 
1000kg of landings per day for example. In addition to the extra costs involved the higher 
price is a result of the reduced bargaining power of the site to achieve the market price. In 
this instance the site would need its own marketing to factories and either transportation or 
storage. Their situation is the most vulnerable to exploitation. 

The processing companies are keen to avoid this state of affairs preferring more stable 
prices brought about by long-term relationships and the security of knowing certain boats 
and groups are working directly for the processing company and not anyone else. 

I
 
I
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BOX 2: EMPOWERMENT OF BMU AT OGAL LANDING SITE, KISSUMU DISTRICT I 
The BMU at Ogal has been managing its affairs well and taken on the site tender 
themselves as well as taking levies for fish trading. This BMU now has a bank account and 
is looking at ways to invest the money to best help add value for fishermen and boat owners. 
To empower themselves they are investigating the possibility of organising direct sales to 
factories. They currently have 140,000 KS in the bank, sufficient to invest in storage 
facilities, direct marketing with factories and cutting out the middleman. I 
The other alternative is to invest in cooking and processing facilities for value-added 
products. So when export demand is low, there are options for landing sites. Diversification Iis a risk minimisation method which will also add value in the long-term. 

Self-empowerment such as this example is a possible means to increase the value 
proportion for boat owners and fishermen. It remains to be seen whether this case study will I 
be successful, but any project that empowers the community in marketing their own fish will 
improve the value to the community. I 
The average wage estimated for the agents was reasonable from the 'Agents' studies 
ranging from $300-600 USD per month. The studies also found that agents were providing Ian essential service that provided the value that it cost. 

The benefits and services provided to fishermen by fish factories and agents in terms of 
provision of credit, boats, gears and contracts was seen as essential by the Agent's studies. 
The analysis in the coming section also sees no excess profit being taken by the agents, and 
they make a modest return. I
Further, credit and liquid capital is scarce and factories provide the desperately needed 
service of facilitating this service with cash. Of course they would not be doing this if there 
was not a strong incentive for them and this is the case. In being the lender (the boss) they Ican control supply, which is the most important part of their business. 

Factory rejects are typically offered back to agents but they are regularly not accepted and a 
throwaway price agreed as compensation. The fish has usually gone to be filleted by this I 
time and has already been cut. 

3.2.6 Nile Perch Frames I 
Prices for LVNP frames from fish factories were assessed during the survey. Their onward 
processing and sale was found to comprise of 2 groups; 1) traders will buy from factories 5t Iat time for 500,000 TZS and sell for 750,000 TZS; 2) processors will dry the frame, remove 
the head and sell for 300-500 TZS (a profit margin of around 100%. There were examples in 
Tanzania that exports of these went to Burundi or elsewhere locally. I 
LVNP are an important component of factory by-products and included in the price analysis 
in the subsequent section. Their prices ranged from 300-400 UGS ex-factory in Uganda to 
USD 0.2/kg in Kenya and 100-150 TZS. However there were times that no demand was I
found for frames and factories claimed that they had no market and had to pay for them to 
be removed. It certainly must take organisation to ensure good price and market and the 
returns are not enormous. I
 

I
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I 
3.3 LVNP Prices 

I 
I Based on the survey results27 and subsequent triangulation, average prices were identified 

for each stage in the value chain. Table 9 below shows the average prices collected at each 
stage in the value chain and their subsequent conversion into USD. 

I 
---------- --_.- --- ... __ ...... __ ._._ ...__ .. _--- ._.ay - June 08 survey data) 

Euro I Kg USD I Kg 

I 
Retail €11.1 $17.18
 

Wholesale €5.61 $8.69
 

DDP €5.23 $8.10
 

The table below shows the prices identified after first sale and to FoB in each country. The 

I
 averages are used in the subsequent description of the basic value chain distribution.
 

I 
Table 10: Averaqe Landinq Site Prices converted to USD) 

Uganda Kenya Tanzania Average 

First Sale $1.795 $1.784 $1.477 $1.686 

Factory Buying $2.409 $2.346 $1.889 $2.214 

I FoB $5.97 $5.95 $4.88 $5.60 

For each point of the value chain for fresh fillet export an average selling price has been 

I established. These have been plotted in Table 11 to show the basic value distribution along 

I
 
the supply chain. Since this is the basic value chain distribution, only the actual selling price
 
has been used and where the sale of whole fish has taken place (such as for fishermen)
 
then the fillet price equivalent is used by dividing by the average yield (43%).
 

I 
Table 11: Basic Value Chain Distribution28 

Average Selling Price Whole Round Price Value Value Value Added as % % of Total 
(Whole and Fillet) Equivalent Distribution Addition of selling price Value Added 

Supermarket $17.18 $7.39 52.85% $3.91 53% 100.00% 

Importer / 
$8.10 $3.48 14.56% $1.08 31% 47.15% 

I 
Exporter 
Processing 

$5.60 $2.41 3.63% $0.27 11% 32.58%
Facility 

Factory Agent $2.14 $2.14 6.13% $0.45 21% 28.95% 

I Fishermen $1.69 $1.69 22.82% $1.69 100% 22.82% 

I
 
Africa 32.58%
 
Europe 67.42%
 

Of course the costs have not been included at this stage and also fishermen consist of both 
boat owners and crew. But where costs are not available then this methodology is consistent 
with other value chain analyses such as the FAO study of the Tanzanian value chain 
(reference 20). 

I The basic distribution indicates that the total value added in Africa amounts to 32.58% or a 
total FoB price of $2.41 (converted from the $5.60 USD per kilo of fresh fillet). However, the 

I 27 All price data in this section is from survey, cross-referenced where appropriate with secondary 
sources.
 
28 June 2008 example, for whole round and fillets per kilo.
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Description and Analysis of the Value Chain of the Lake Victoria Nile perch Fishery I 
CnF price in Europe is actually at least $7.25 USD per kilo due to the airfreight, clearance 
and handling costs involved. When the difference between the FoB and CnF are accounted I
for, values swing further in favour of Africa and are significantly reduced for Europe, in 
particular the importers/exporters. 

Fishermen consisting of boat owners and crew receive a significant proportion of the value 
distribution at $1.69, almost 23% of the total. Factory agents and Processing facilities have a 
lower share at 6.13% and 3.63% respectively. Whilst the 67% of value added in Europe is 
split between supermarkets at 52% and Importers/exporters at 15%. I 
Also, according to Globefish (2006) supermarkets normally mark up 50% to cover, handling, 
storage, delivery, marketing and display. Even though the value of 55% is not considered Iunusual in this case, at first view there seems to be sufficient value for 'fairer' re-distribution. 

There appeared to be no price differential between grades of fillets sold by factories or 
importers/exporters. Some companies like small fish as big ones are for freezing and others I 
prefer medium sizes. Most important for importing / exporting companies and for distributors 
was that they had a varied spread of fillet sizes. 

I
Also, during the survey, factories in Tanzania and Uganda were observed to be effectively 
monitoring and rejecting undersized fish. Grading was being undertaken at the factory gate 
and all undersized fish rejected. Landing sites were also grading, particularly with the 
incentive for having rejected fish and subsequent loss of income. I 

Fishermen
 
23%
 

I 
Supermarket 

52% 

IImporter / 
Exporter 

15% 

I 
Figure 10: Value Share Pie Chart 

The pie chart above clearly shows significant shares of the sales prices are being taken by 
supermarkets and fishermen rather than agents, processors or exporters. But this is not the 
whole picture of the situation and to take account of costs, transport wages etc. this is 
developed in the analysis of the subsequent sections. I 
In terms of price trends, results from the European site survey showed an increase in fresh 
DDP prices from 3.9 Euro in Jan 07 to 5.4 Euro in May 08, an increase of 72%. 

I
Table 12: Distribution A~ ent Price I rena t:stlmates (Uut-J) 

Jan 07 Dec 07 Jan 08 Feb 08 Mar08 Apr 08 May 08 

Euro 3.9 4.1 4.3 4.4 4.7 5 5.4 I 
USD 6.045 6.355 6.665 6.82 7.285 7.75 8.37 

The cost of producing frozen for processing facilities is almost the same as fresh and the I 
same price is paid for raw material. However the FoB price for fresh is typically one dollar 
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I 
I 

more than for frozen. Transport costs are lower and margins also very tight for 
importers/exporters because it is a bulk business. The retail market for normal frozen fillets 
in Europe is just for the food service industry, bulk frozen. There are value added packs sold 
by supermarkets but this is not typical. Hence for frozen sales, the value proportion retained 
by fishermen is even higher than for fresh. The fishermen are relatively benefitting even 

I more from the frozen trade than for the fresh. 

I 
According to the Eurofish report in 2006, "overall, the quantity of Nile perch imported into the 
EU from the three Lake Victoria countries declined from 56 000 tonnes in 2004 to 52 800 

I 
tonnes in 2005. The value generated by Nile perch imports into the EU on the other hand 
increased during the same period: from Euro 192 million to Euro 210 million, implying that 
the price of Nile perch expanded during 2005, reflecting supply problems. The unit value in 
fact went up from Euro 3.43/kg in 2004 to Euro 4.00/kg in 2005. However, this is still far 
below the record level of Euro 5.00/kg reached in 2002, just after the end of the EU import 
ban.,,29 The graph below shows the unit value time series. 

I
 
I
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I 
Figure 11: Nile Perch Price over Time 

I 
The Eurofish report concludes that the problems faced after the "Darwin's nightmare" which 
projected the Nile perch industry as responsible for various economic and social problems 
around Lake Victoria was short lived. But, the Nile perch industry would benefit from positive 
marketing and improvements of its image, including the possibility of receiving "fair trade" or 
eco labels. 

I In terms of frozen fillet sales the survey showed that the share of frozen production to fresh 
production per factory varied from 100% in one case to 5% in others. But on average 
processing factories were producing (and exporting) a larger proportion of fresh to frozen 

I (source surveys see appendix). According to the survey undertaken in 2008, frozen FoB 
prices have not changed much over the last three years as is shown in the table below, 
ranging from 4.13 to 4.38 USD on average.3D 

I Table 13: Frozen Fillet FoB Prices31 

2006 2007 2008 

Retail n/d 8.40 n/d 

Wholesale n/d 4.60 n/d 

DDP n/d 4.40 n/d 

FoB Frozen 4.20 4.13 4.38 

I
 29 Eurostat data. http://epp.eurostat.ec.europa.eu/
 
30 Specific source, Tanzania official records.
 
31 FAO and EuroFish Data 2007. Accessed at http://www.fao.org/
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Description and Analysis of the Value Chain of the Lake Victoria Nile perch Fishery I 
By-products were clearly a source of significant income for processing factories and to take 
this income into consideration by-product prices and quantities were assessed. A recent 
study for LVFO identified yields and these were used together with information from the 
survey to calculate prices and percentage revenues per kilo of whole fish. But since the 
prices out of the factory are converted into fillet per kilo prices, the by-products are also I 
converted into per kilo of fillet quantities. 

32 
• ---- ••• -J ...... ---- ...- J -_._- _ •• - ....... _-

USD 
I 

AveraQe Factory FoB Prices 
Yield UQanda Kenya Tanzania Av Proportioned IFillet 43% $5.897 $5.700 $5.200 $5.599 $2.408
 

Skins 7% $0.025 $0.400 $0.400 $0.275 $0.019
 
Trimmings 2% $0.280 $0.200 $0.200 $0.227 $0.005
 
Fats 2% $0.200 $0.200 $0.200 $0.200 $0.004
 I 
Cheeks 1% $2.500 $2.500 $2.500 $2.500 $0.023 
Frames 41% $0.200 $0.200 $0.200 $0.200 $0.082 
Maws 2% $14.000 $14.000 $14.000 $14.000 $0.280 I 
Waste 2% $0.000 $0.000 $0.000 $0.000 $0.000 

100% $0.41 
Whole wei!=jht equivalent $1.031 

The table above explains the revenue per kilo of whole fish from each by-product (on 
average). So what is done is to convert the by-products into weight per (1/0.43) fillet weight 
equivalent of whole fish. 

3.3.1 LVNP Competitiveness 
In terms of the effect of competing products of course Pangasius has been widely criticised I 
as eroding the LVNP market and affecting price and demand (Globefish, survey results). At 
FoB prices of $3 USD per kilo for frozen fillet (see Appendix quotation of Pangasius) there is 
surely no way that LVNP can compete. I 
However, the market survey found that there were differences between the markets 
segments targeted by Pangasius and LVNP. First of all and most importantly, Pangasius is Inot fresh, there is no fresh marketing of Pangasius in Europe. This is a quality issue and 
being frozen and defrosted means that the quality of Pangasius is significantly worse than 
fresh LVNP. I 
The second difference is the size of the fillets (see Appendix) Pangasius fillets range from 
150 - 200 grams, It is a farmed product so small fillets are more economical. The third critical 
difference to consider is that LVNP is preferred in the marketplace. By preferred it means Ithat as a wild product, the flavour and texture are appreciated by the market. It is a good 
white fish meat that consumers enjoy to eat. Pangasius is not the preferred eating fish by 
most consumers but it is bought in any case because it is cheap. I 
These three critical differences from Pangasius to LVNP, Freshness, Fillet Size, and Quality, 
are the unique selling points of LVNP and must be marketed in order to differentiate LVNP 
from Pangasius. Since there is no chance of competing with Pangasius the only way forward I 
is to ensure it is in a separate market segment. 

I 
32 Manual for Value added Nile Perch products (2007). Boel Ricardo. 
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I 

The volumes of Pangasius are due to increase rapidly over the coming years with 
government targets to rapidly increase output to 1 billion USD of exports. In fact the growth 
is exponential, from 2006 to 2007, output of Pangasius grew by 100%.33 The threat is there 
from Pangasius as competition to LVNP, but, only in as far as cheap, white meat goes. The 
fresh quality market is Europe is still crying for product and this is the market segment, the 

I high priced market segment, that LVNP must compete. 

In the higher priced 'fresh' market segment competing products are the white fish fillets. 

I Landings of local fish direct to market countries, i.e. Sea Perch in Germany is one 
competitor. Since these catches in Europe are continuing to fall this is a good market 
segment in which to compete. 

I However, since European fishing fleets are subsidised to the tune of billions of Euros per 
year, they competition is somewhat unfair. And with the rising fuel cost, the price of fresh 
export for EAC countries is rising, further eroding competitiveness. 

I 
I The other threat is the value of the dollar compared to the Euro. In recent times the slide of 

the dollar value is supporting LVNP since relatively it is cheaper for European buyers that 
prefer to buy in USD. If the Euro should weaken then the LVNP would become more 
expensive to European buyers and competitiveness would suffer. Future sales in Euros 
rather than USD would protect against this risk. 

I The ISTTA LVFO Business Plan identifies costs of inputs as having a significant impact on 

I 
final levels of value-added made by businesses throughout the supply chain. And finds that 
rising cost pressures (as shown below) are sure to have resulted in declining profits, and in 
Uganda in particular has resulted in a considerable contraction in processing capacity in 
recent years with the closure of a number of fish processing factories. Changes to input 
costs in the future will be a key determinant of total value-added made from the fishery: 

I • Recent rises in fuel prices have been particularly significant for those motorised 
vessels in the catching sector and fish collection/agent sector, and for power costs and 
collection vehicles for processors/agents 

I • The cost of timber used in vessel construction is reported to be rising 
•	 Labour costs have risen significantly in Tanzania in the last year with increases in 

minimum wages 

I • Prices of fish paid by the processing sector to agents due to increased competition for 
declining catches, have risen sharply (see earlier tables) 

I 
• The interest charged on loans (i.e. finance as an input) is high in some countries in the 

region, and has had a significant impact on the ability of businesses to service their 
loans 

•	 Freight costs are already high and could rise as a result of increasing aviation fuel 
prices and increasing competition for freight space. 

I 
I 
I 
I 

33 http://www.thefishsite.com/fishnews/4682/tra-and-Pangasius-output-alarmingly-high. 
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4 Analysis I 
Table 15 below overleaf shows the costs incurred and margins down the value chain from 
sale to consumer back to fishermen (boat owners and crew). The margins are assumed to 
cover overheads, loan repayments and other costs for which data was unavailable. I 
Starting with the supermarkets, it was clear that their costs of distributing, marketing and 
selling the fresh fillet on a wet fish counter are significant. According to interviews with 
supermarket staff, there were three main costs, reduction and waste, wages and distribution I 
accounting for about 25% of the total selling price. In addition to these costs, VAT was 
removed to obtain the supermarket margin. I
The majority of the importer/exporter cost or one quarter are airfreight, clearance and 
distribution.34 Of course the other is the raw material which varies considerably in price but at 
the start of the data collection was relatively high. Wages and marketing costs for 
importers/exporters are a small proportion of the total because of the large volumes and the I 
fact that the sales are executed over the phone with no physical handling of the product. 

Data from Section 3 indicates that airfreight costs to Europe currently average at $1.80/kg 
from Entebbe and $1.50 from Nairobi (gross weight). These are converted to whole weight 
equivalent using a conversion ration of 0.43. 

IThe VCA of LVNP from Uganda by Ponte (2005) showed that almost 9% of the proportion of 
the retail price was the price paid to boat owners. These results are actually very similar to 
the 2008 results. Nyeko (2004) also analysed profits and found that factories are making 
profits of around 26% of their revenue. And that their profits had been relatively stable over I 
the 4-year period analysed despite the fluctuations in prices of fish exports. The conclusion 
was that the burden of cost increases were being passed down the value chain while the 
factories are able to keep their profit margin. This also seems true from the data obtained I 
during the 2008 VCA. 

Processing companies typically varied considerably in their responses to questions Iregarding cost and prices. Hence average were used and triangulation of information with 
previous published reports and government data. As can be seen in the table, there are 
three income flows for the processing facility; a) fresh fillet; b) by-products and c) rejects. All 
are whole weight or equivalent converted from fillet kilo weights. I 
As can be seen in the table the average costs of production have been multiplied by 43% to 
reach the cost of production per kilo of finished fresh fish product. By products also have Ibeen multiplied up from the original yields per kilo, since they originate from more raw 
material. The factor is calculated by the average fillet yield which is 43%.35 Transportation 
costs per kilo for processing factories varied considerably depending on location, but best 
estimates from companies themselves were used. I 
For factory agents the main costs are their rejects and taxes/levies, which include BMU fees 
and documentation. Other costs incurred are to be covered in the margin. The final (or first) I 
proportion of the value chain is the crew, who are clearly the smallest beneficiaries. 
However, in terms of costs, they have no investment, their expenses are paid by the boat 
owner and they keep all they earn/catch. I 
34 Anova estimates and consultations with factories and airfreight companies. 
35 From the workshop and subsequent consultations the yield was estimated by participants to be 
40% but the study "Manual for Value added Nile Perch products (2007). Boel Ricardo." Indicates a 
yield of 46%, so the average was taken for arguments sake. 
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Table 15: Fresh LVNP Fillet Value Chain Analysis (Whole Round Weight Equivalent) 

USD/kg 
Item Costs I Value Addition Margin/kg Value Share % Gross Margin 

Retail Price 7.39 
VAT 0.32 

Supermarket Reduced & waste 0.24 2.79 53% 38% 
Wage cost / kg 0.32 

Distribution 0.24 

DDP 3.48 

Importer / 
Exporter 

Road delivery 

Airfreight and clearance 

Sales and marketing 

0.04 

0.75 

0.04 
0.24 15% 7% 

Wage cost / kg 0.04 

Export FoB 2.41 
By-products 1.03 

Average rejections 3% 0.06 
Processing 
Factory 

Wage cost / kg 

Transportation 

0.12 

0.10 
0.73 4% 21% 

Raw Material Cost 2.14 
(conv.) 
Production cost / kg 0.41 

Factory Buying Price 2.14 
Factory Agent Rejects at 3% 0.06 0.29 6% 14% 

Taxes 0.10 

First Sale 1.69 

Fishermen 
Rejects at 3% 

Operating expenses 

0.05 

0.42 
0.62 23% 37% 

Crew Share 0.59 
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Boat owners incur costs such as food for the crew, net maintenance and if motorised, then Ifuel also. There were examples of these costs being deducted both before and after 
payments were made to the crew (crewshare). For the purposes of this study the 
assumption is that the crewshare of 35% is taken off the top and distributed between crew 
members. The average cost for the boat owner per kilo of catch is 25%, but varies greatly. 

The cost adjusted VCA actually shows that for the fresh value chain to Europe, when costs 
are taken into consideration, the boat owners and agents are benefiting significantly from the 
trade. The boat owner's margin of USD 0.62 /kg is higher even than the importer/exporter. 
This is not surprising since there was evidence during the survey of boat owners making 
significant returns on their investment and on most occasions paying back their investment 
after one year. As fuel and other costs rise, the fishermen benefiting most are those fishing I 
without engine. 

However, the crew are not so endowed and receive the lowest 'margin' of USD 0.20/ kg. I 
Compared to other forms of employment around the lake this compares well but looking 
vertically in the value chain their share is slim. An important consideration is that the crew 
have made no investment and thus could be expected to not share from the returns that are Iseen by investors such as boat owners or processors. 

Table 16: A ---- --- --f Fish- ------------,-- Val- --- 
USD/kg I 

Item costsl Selling Margin Volume per Profit per 
Price trip (kg) trip (USD) 

First Sale 1.69 
c: 
CIl Rejects at 3% 0.05 IBoat Owner 0.62 25 $15.60E Operating expenses 0.42 
CIl
 

.t:: Crew Share 0.59
 
IJl 

u:: + 
Crew 

~ 

Per crew member (3 Crew) (0.59/3) 1.69 0.197 25 $4.92 
-- -- I 

Using the figures from the VCA (Table 15), the fishermen's value is analysed for boat 
owners and crew per trip (see Table above). An average NP catch of 25 kilos is assumed I(source CAS 2006) for a trip and then the profits calculated from multiplying this by the 
margin. For the crew, the selling price is the same as the boat owner except their crewshare 
of 35% is divided by 3 to give the proportion per crew member. Hence the calculations show: I 
BOX 2: Crewshare value calculations 

IAverage catch for NP =25kg 
35% of 25kg =8.75kg 
Divided by 3 crew =2.916kg 
Average price per kg of NP =1.69 USD I 
2.3kg x 1.69 = 4.92 USD/catch 

I 
The sensitivity analysis below shows that (ceteris paribus) for the parameters used in the 
analysis, proportional changes in crewshare, catch and price result in the same overall 
change to the crew value. However, changes in crew numbers are unequal and for a Iproportionate increase in crew the decrease in value is less than for the other parameters. 
And for decreases in the crew number, the corresponding increase in value is relatively 
larger than with increases in the other parameters. 
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~- -- - - - -- - - -- -- -- - - -- - - - - - - - - - - - - -- - -- - - - - - - . - - --- - - - - - -- - - -- - -- - - - - - - - - - - - - - - - -- - - -- -- 

I Crewshare 
35.00% 

I 
38.50% 
35.00% 
35.00% 
35.00% 
31.50% 

I 35.00% 
35.00% 
35.00% 

Catch Crew no. Price Crew Value 
25.00 3.00 1.690 4.92917 
25.00 3.00 1.690 5.42208 
27.50 3.00 1.690 5.42208 
25.00 2.70 1.690 5.47685 
25.00 3.00 1.859 5.42208 
25.00 3.00 1.690 4.43625 
22.50 3.00 1.690 4.43625 
25.00 3.30 1.690 4.48106 
25.00 3.00 1.521 4.43625 

Ori~inal assumption 
10% increase in crewshare 
10% increase in catch 
10% decrease in crew no. 
10% increase in price 
10% decrease in crewshare 
10% decrease in catch 
10% increase in crew no. 
10% decrease in price 

I The processing factories claimed that their cost per kilo was increasing despite factories on 
average still running at 45% capacity. This rate was similar to 2004 report by Nyeko and 
appears sufficient to sustain the industry. 

I 
I Processing companies typically rejected proportions of raw material ranging from 1% to 10% 

depending on a range of factors. Processing companies do not pay their suppliers for 
rejected fish and also may not return it to them. Hence the level of rejection is a key factor in 
determining profitability or margin for factories. For this analysis a 3% average rejection rate 
was applied. 

I There was some evidence of agreements with customers to share profit being made. This
 

I
 
remains a grey area since no information would be provided on quantities or values as part
 
of these agreements. This form of 'Kickback' will mask the real profit being made by some
 
segments.
 

I
 
Yield for fillets is a critical factor in profitability of processing companies. Since from 50-100%
 
of production is fillets a 1% difference in yield makes a major difference in quantity produced.
 
Whether the fillet is skinless, boneless, what cut, size of whole round fish all affect value for
 
processors. Processing companies clearly understood this and invested considerable time 
and money in training staff in cutting and incentivising good yields with over half of the wage 

I being made up from bonuses. 

I 
When packing it is very important for boxes to hold at least the net amount shown on the 
label. If not then there are legal consequences in terms of contract breaches etc. However, if 
the box of product is over filled, say a 6kg fresh box of fillets actually contains an average 

I 
6.1 kg, then over a 20 tonne shipment this accounts for 333kg or around 1665 USD. 
Monitoring and minimising this overpacking of boxes affects the value added by processing 
companies, efficiency and adherence to the pack weight is therefore a key factor in this 
section of the value chain. 

I 
I 
I 
I 
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Description and Analysis of the Value Chain of the Lake Victoria Nile perch Fishery I 
4.1 Value Chain Comparisons I 
Total share for fishermen at around 10% is very high compared to other global trades such 
as coffee. 36 For instance, compared to the coffee value chain, the 2002 report by Kufour 
found 11.7% FoB value and only 0.016% first sale price value for growers. At this rate for Ifishermen (boat owners) it is clear that the trade is giving fair value to boat owners and of 
course this could be increased over time. 

IWith the very high price of fresh fillet gaining in the marketplace it is to be expected that the 
share of value retained by the fishermen would be lower. For frozen that has a lower price 
internationally, the corresponding share for fishermen would be much higher since the 
factories pay the same price for raw material regardless of whether it is destined for the fresh I 
or frozen market. 

However the danger in suggesting that frozen exports is better for the fishermen, is that if a Ilower price is obtained internationally, ultimately the price paid to fishermen will fall. So even 
though the share appears worse for fishermen certainly without that fresh market the 
fishermen would not benefit from such high prices. I 
The Lake Victoria Nile Perch Value Chain could be compared to another significane7 fresh 
fish export to Europe from a developing country that has been fished by artisanal methods. 
Since there are no other artisanal African fisheries products that export in large quantities I
fresh, airfreight to Europe, the best example might be from further afield. 

In fact one of the best comparisons might be fresh tuna exports (in loin and H&G form) from 
Yemen, the Maldives, Sri Lanka or India. Of which, Yemen, like the East African Community I 
countries enjoys tax free status, is probably the most similar. Yellowfin Tuna loin is also seen 
in most European supermarkets. I 
Table 18: The Y - ---- -- Yellowfin T --- --- ----d LVNP Fresh EXDortina Value Chain Comparison 

Yemeni Tuna (Loin and LVNP (Fillet and whole 
whole round weight) round weight) I 

Supermarket $24.80 $17.18 

Importer I Exporter $15.00 $8.10 IProcessing Factory $7.00 $5.60 

Factory Agent $2.40 $2.14 

Fishermen $2.00 $1.69 

This comparison with fresh tuna loin from Yemen is limited but does show that fishermen in 
other developing countries are facing a similar situation as those in Lake Victoria. But also Ithat the supermarket price attainable is much higher than the current price which is at the 
lowest end of the fresh, wild category. 

ICompetition with Pangasius is seen as a direct threat to LVNP value and Section 3 
described the differences between the two products and is of LVNP. These three critical 
differences from Pangasius to LVNP, Freshness, Fillet Size, and Quality, are the unique 
selling points of LVNP and must be marketed in order to differentiate LVNP from Pangasius. I 
Since there is no chance of competing with Pangasius the only way forward is to ensure it is 
in a separate market segment. 

I 
36 Coffee Value Chain Analysis - Karen St. Jean-Kufour, 2002.
 
37 By significant is meant that large quantities of tens of tonnes per week are exported by airfreight.
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I 
Freshness can be achieved by keeping the product at 0-3 degrees centigrade and not 
freezing to -2 degrees as is typical practice by processing companies right now. The 
freshness should also be marketed, that means that all labelling should say fresh and 
consumers should be made aware that this is not a defrosted product. 

I 
Fillet size can simply be kept large by adherence to the slot size. This is perhaps the best 
way to maximise the value from the fishery in the short term. The Lake Victoria FMP is also 
a means of maximising sustainability of the fishery through elimination of small sizes. In 
terms of quality and extending the shelf life of NP much has been done since the problems 
of the early 2000s. There is certainly maintenance of quality from factory to consumer but 
there could be improvements in holding and marketing at the beach as well as ice on

I vessels and a faster time between catch and export. 

4.2 Value of By-products

I Table 7 presented the volumes in and out of the processing factories in 2007. In this section 
we compare the volumes or quantities in this table with the numbers involved in each part of 
the chain from the pyramid diagram. 

I 
I Average production per day at 499t (raw material weight) proportions up to become 179,820t 

of raw material usage per year. This globalisation is still only an estimate but indicates from 
a business perspective the volumes of LVNP being used for export. In these terms we can 
estimate the volumes of by-products produced: 

Table 19: Estimated Quantities and Values of By-products produced 38 

I Type Yield Quantity Av Price Value USD 

I 
Whole fish 100% 179,870 
Skins 7% 12,591 $0.275 $3,462,498 
Trimmings 2% 3,597 $0.227 $815,411 
Fats 2% 3,597 $0.200 $719,480 
Cheeks 1% 1,619 $2.500 $4,047,075 
Frames 41% 73,747 $0.200 $14,749,340

I Maws 2% 3,597 $14.000 $50,363,600 
55% $74,157,403 

I Now of course there will be periods of lower production, poor yields etc. that affect these 
values, but on average it seems the total value created per year from by-products is $74 
million. Of these frames is a significant contributor of $14 million and from Section 2 we saw 

I
 that 100% value is added to these in onward processing.
 

The 179,820t per year raw material usage by factories presents a value of $303 million to be
 
shared between the boat owners and crew (150,000 individuals). Despite costs this value is
 

I critical for the development of the region. If the agents are included, the value is even more
 
distinct.
 

I
 
I
 
I
 

38 Source: Survey 2008. 
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5 Scenario Analysis of Value I 
5.1 Competitiveness 

Processors may also have a part to play in developing frozen value-added products and 
introducing them into the market. This would give a source for excess fish when the fresh I 
European export market is poor and create extra demand for Nile Perch improving price 
generally. 

ISome processing companies explained that importers scout amongst factories to find the 
lowest price. This puts pressure on producing companies to reduce prices and in many 
cases leads to sales being below the purchase price. I 
Larger companies and groups have more supplier power and also benefit from economies of 
scale. For example the Alpha Group with its 5 processing facilities and large network of 
suppliers and customers appears to be surviving through the economic difficulties whilst I 
other companies are struggling to make money. 

Possible solutions to improve market competitiveness include: I 
--- - -

t . 
--- ket ----- tit" for EAC T--_ .. - fTradTable 20: I -- - ------- ---------- ------------ _. ----

Aim Market measures Control/legal I 
Increase competition / Compulsory auction of product Limit amount one company is 
remove barriers to entry for from factories to importers / permitted to export 
importers distributors I 

Establish marketing centre in Subsidies / encouragement to 
Europe importing companies I 

Provide more power to Exporters association 
producers 

ILimit licences for fish factories 

However, despite efforts it may turn out that all possible physical value is already being Iadded. The European part of the value chain has not shown many examples of additional 
value being added whether fresh or frozen. 

International competitiveness is a key weakness in the value chain currently. With LVNP I 
competing for market share in Europe against landings from European vessels and imports 
from other developing nations the field should be fair. Despite the poverty in East Africa, 
competitiveness is restricted by the subsidies given to European fleets and aid such as I
Tsunami relief in Sri Lanka. This is a threat to LVNP value and requires consideration of the 
most sensitive aspects of the LVNP Value Chain: 

I• Rising price of fuel cost leading to ever increasing airfreight charges 
• Threat of duty free status being removed 
• Uncompetitive infrastructure in EAC I• High interest rates and unfavourable investment climate 

These all result in lower potential prices that could be paid for the LVNP and its products. I
 
I
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I 
Potential solutions to improve the value and right the competitiveness in favour of the EAC 

I
 include:
 

•	 Improvements in vessel technology and post harvest care of fish 
•	 Investments in roads to improve distribution from landing site to processor and port 

I • Infrastructure at airports and seaports 
• Direct marketing and branding, better understanding European market requirements 

I 
• Promotion of eco-Iabelling and investment in the livelihoods of communities dependent 

on fishing 
•	 Encouragement of links between supply base and final market in terms of site visits, 

marketing studies and communications through seminars. 

I Immediate deterioration of fish quality and high price variation over short periods is also a 
major problem. These are probably best solved through fishery management but must be 
aligned to market requirements. For instance, landings to coordinate with high market 

I demand. 

Also price conversions have been based on favourable Euro to USD exchange rate. Since 

I sales have been in USD this has greatly benefited exports to EU and sustained demand 
despite rising raw material prices. European companies should start investing in Euros 
rather than always buying in dollars. 

I 5.2 Fisheries Management 

5.2.1 Fishery closure I ban 

I In the instance that fisheries management would recommend fishery closures for periods 

I
 
there would need to be specific planning on the optimum time and also communication with
 
the market. As we have seen, many livelihoods rely on LVNP and there must be sufficient
 
understanding of how they would be affected in the case of a closure.
 

I
 
From the market side, one of the key selling points of LVNP is its all-year-round availability.
 
In changing this there would be impacts in demand and possibly long-tem consequences.
 
These would be minimised through explanation to the market of why it is necessary for
 
sustainability reasons. 

I Proper planning on shutting down the fishery, when it would be restarted and how it would 
be restarted are critical. The market must know when supplies will recommence and be 
prepared to market it with promotions so that it re-starts properly. In fact full stakeholder 

I consultation is prudent to avoid a disaster in the fishery not re-starting exports after a 
closure. 

5.2.2 Illegal fishing

I Adherence to slot size is imperative to ensure sustainability of resource and to avoid 
competing in the same market as Pangasius. It will also help fishermen in the long run if they 
are competing against each other less, since this will decrease their market power and also 

I endanger the sustainability of their livelihoods altogether. 

I 
The FMP (see external document) also presents other fisheries management solutions that 
would assist in sustainability of the resource and retaining value. 

5.2.3 Empowerment and capacity building 

I Proportionally, clearly the least beneficiaries from the value chain are those at the bottom of 
the pile, the workers, crew and artisanal processors. In these respects this report 
recommends support to improve their value and endow them rights. At an average of $5 per 
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day for factory workers and no formal contract, if there is a problem with resource scarcity or 
cost cutting requirement then they are the first to suffer. 

5.3 Eco-Iabelling of Nile Perch 

In this section we assess the significance of eco-labelling in securing current and future I
markets within Europe for fish. 

Eco-labelling has taken off in European seafood markets for instance Naturland in Germany, 
Label Rouge in France and of course the MSC throughout. Fair Trade is aiming to enter the I 
seafood eco-labelling market and apply its logo with seafood exported from the developing 
world. Despite the success of eco-labelling and proliferation, there have been uncertain 
benefits to producers and price premiums are not proven. I 
The European market has indicated that MSC certification would massively increase the 
demand for Lake Victoria Nile Perch. There would be increased prices offered to factories Ifrom importers and it is likely that as has previously happened in recent times the increased 
demand from factories will feed through to increased prices for fishermen. 

According to those interviewed during the survey (in particular the German companies) in I 
the MSC logo would increase the price among current buyers and also open new markets in 
the UK and USA. Retailers expressed that they would pay more for LVNP if it had the MSC 
logo and those that currently don't stock it said that they would trial it at least. The graph I
below shows the uptake of MSC logo'd products in the main markets. 

250 Labelled products by country I 
as at 31st December 2007 
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5.3.1 Naturland Social Criteria 
The Lake Victoria Nile Perch Naturland Certification project is a collaboration between 
Anova, Vicfish, GTZ, local stakeholders and Naturland. The aim is to add value to Nile Perch 
by promoting the social, environmental, economic and legal aspects. 

The project involves monitoring catches and providing support to fishermen in terms of 
communications, weighing equipment and amenities. The importer, Anova, is putting 
pressure on factories to work sustainably and stick to minimum fillet sizes. Anova will not by 
undersized fish and avoiding buying fish from Kenya as a result. 
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An assessment will be made against the Naturland standard which comprises ecological, 
social (i.e. ILO working condition standard), economics, organic and legal framework/ 
management. The certification process should be complete by the December 2008, at which 
time certain fish produced by Vicfish will be eligible for application of the Naturland Logo. 

Naturland 

Figure 12: Naturland Logo 

It is expected that with the Naturland logo the consumer (in Germany and Holland) will pay 
significantly more. More specifically the main hopes for Naturland Ecolabel are: 

• 10-20% premium price 
• Improve NP name in Europe 
• Logo on boxes, fresh and frozen 
• Give 3-5% back to fishermen in terms of social improvements 
• Stable prices to processing companies 

The draft social criteria were sourced from those managing the certification and are as 
follows: 

BOX 3: Naturland Draft Eco-Iabel Social Criteria 

The Lake Victoria Naturland certification is being undertaken for one factory and limited 
scope of landing sites in Tanzania. There is no reason why this test case supported by GTZ, 
Anova and VicFish could not be replicated by others around the lake. 

This is the first Naturland certification attempt of a wild fishery and their criteria are only in 
draft form. Despite them not being fully approved, they are being applied on Lake Victoria 
awaiting full approval. Thus, this information note explains the current situation from 
interviews with those involved in the certification. 

It seems that Naturland approval also requires the sector to abide by national legislation. 
Some research would need to be completed on what the national legislation actually is. In 
addition to social aspects of fishery certification, Naturland also have environmental and 
organic criteria requirements. 

1. All suppliers, collectors, boat owners etc. are known and registered 

2. Staff working for agents are also registered 

3. Assets of agents must be registered 

4. All fishermen are registered 

5. Availability of health, education facilities 

6. Must have life vests available for crew 
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7. Alphabetisation minimal level for fishermen 

8. Fishermen's toilets must be in good hygiene 

9. Population sensitised to importance of good drinking water 

10. Measures in place to protect fishermen against piracy 

11. Fishermen should have access to financial services 

12. Measures in place to ensure correct weighing of fish 

13. Pricing transparent along supply chain 

Research on the Naturland certification of the LVNP fishery has indicated that European 
importers expect a 20% price premium and out of this allocate a 12% premium to the East 
African Community. How this is shared upstream along the supply chain is an important 
consideration for producers and the LVFO. 

The German national development agency that funded the Naturland certification project 
(GTZ) has been careful to safeguard benefits for the communities. From an expected 12 
Euro cents per kilo premium paid for Naturland certified NP, half will go directly into a fund 
and half will be allowed to 'trickle down' to processors, middlemen, fishermen etc. Per 
annum the value of the former is estimated to reach up to Euro 100,000 (based on estimates 
of quantities involved). 

The trust fund is deemed necessary because there will be a tendency for the 'trickle down' to 
be unequal between factories, middlemen and fishermen. The trust, managed by a team of 
government, importer and processor, will ensure benefits are actualised for fishing 
communities in a way that improves livelihoods most effectively. These include for instance, 
safe drinking water, toilets, waste water treatment and education. It will be the European 
importer that is ultimately in charge of the fund and responsible for its safe operation. 

5.3.2 Assessment of Nile Perch fishery against Fair Trade criteria 
On the basis of analyses of value along the whole length of commodity chain, from 
fishermen to European supermarket, the Nile Perch fishery performance against "fair trade" 
criteria is assessed. 

The Fairtrade Foundation/Fairtrade Labelling Organisations (FLO) has two generic 
standards applicable to products originating from developing countries (see references). The 
generic Fair Trade Standard for small-scale producers and workers, both published in Dec 
2007. These standards have not yet been applied to fisheries products but the FLO is 
looking into test cases for certifying fisheries as 'Fair Trade Fish'. 

There is certainly demand in the European market, coffee for instance has benefitted from 
fair trade certification and supermarkets usually have a range of products. As well as 
achieving a premium (at least 5c/kg) for the poorest it also secures rights and aims to 
improve standards of living. 

Generally 'Fair Trade' considers 15% of the value for grower / producer is sufficient (e.g. for 
coffee, 15% from the selling price of Fair Trade starbucks coffee is received by the farmer). 
In this respect, the LVNP VCA indicates sufficient value (of 20%) going to the primary 
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producer of Nile Perch (the fisherman) and companies have engaged in social 
improvements such as would be required by Fair Trade. 

Fair Trade also asks for criteria including export ability and economic development which the 
LVNP fishery is currently achieving by normal. All processing and physical value-addition is 
done in the EAC. There is an understanding that Lake Victoria provides a wealthy living for 
its communities (Abila et al. 2006). This is also proven by the influx of agricultural workers 
and profits made by the participants in the value chain, the crew, boat owners, middlemen 
and other business men and women. 

I 
However, at the moment worker's Unions are not permitted and factory workers often have 
no rights. The FT clearly requires freedom of association for workers and also other fair 
treatment by their employers. And also the safety of fishermen would be an obstacle to 
gaining Fair Trade certification, since it is not normal for even the basic levels of safety 
equipment, such as life jackets, to be provided on vessels. 

I 
I There is an opportunity for the LVNP fishery to engage immediately with Fair Trade in their 

'Fisheries Fair Trade' projects due to commence in August 2008. In fact the project is 
running in cooperation between MSC and Fair Trade and could result in significant benefits 
for the LVNP value chain. 39 

One challenge would be the safety aspect, for fishing, crew would almost certainly need to 

I take life jackets to the lake. Some form of insurance and other criteria may be needed but 
these would be defined during the feasibility study about to get underway. 

I
 5.3.3 Supermarket Corporate Social Responsibility (CSR)
 

I 
Without an eco-Iabel it is still possible to gain a higher price or premium through 
supermarkets CSR. Under supermarket's own schemes there may not be a specific label but 
there would probably be a CSR document that requires certain criteria. Under which criteria 
there may be support or investment and captured market. 

I 
I 
I 
I 
I 
I 
I 39 The manager responsible for this project is John Arnold, New Products & Standards Development 

Manager, Fairtrade Foundation. Office: +442074407697. Mob: +44 7866 541939. E-mail: 
john.arnold@fairtrade.org.uk. 
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Appendix A: Documents collected and reviewed as part of 
the consultancy 

1.	 OTIS Uganda trade study Vol 1 and Vol 2 I 
2.	 Lake Victoria Fisheries Management Plan, 2001 

I3.	 The informal cross-border trade survey report, 2006. Uganda Bureau of Statistics. 
2007 

I4.	 Fish levy fund reports. 2001 - 2006. 

5.	 Tendering study 2002. Wilson. I 
6.	 Uganda fish export strategy. 2002. 

7.	 Kadigi et aL, OilS Working Paper, Effects of Food Safety Standards on the livelihoods I 
of actors in the Nile Perch Value Chain in Tanzania. 2007. 

8.	 UBOS cross border informal trade, survey report 2006. I 
9.	 Ponte, S. Bans, Tests and Alchemy: Food Safety Standards and the Ugandan Fish 

Export Industry. OilS Working Paper no 2005/19. I 
10.	 Abila et al. Distribution of economic benefits from the fisheries of Lake Victoria. 2006. 

I11.	 Nyeko, J. Co-Management and Value Chains: The Role of Nile Perch Exports in 
Poverty Eradication In Lake Victoria Fishing Communities. 2004. 

12.	 OECD Best practice for regional fisheries. Chatham House. I 
13.	 Kambewa, E. Improving Income Positions of Primary Producers in International 

Marketing Channels: The Lake Victoria Nile Perch Case. 2008. 

14.	 Nyombi, K. A Qualitative Evaluation of Alternative Development Strategies for 
Ugandan Fisheries. 2004. 

15.	 Uganda Diagnostic Trade Integration Study. Fishery Product Exports: Constraints, 
Potential and an Agenda for Support. September 2005. 

16.	 IFMP Agents Studies for Uganda, Kenya and Tanzania (Lwenya et aL, Luomba, 
Odongkara et al.) 

17.	 Market ban, nile perch fisheries. Thorpe and Bennett. 

18.	 Josupeit, H. The Market for Nile Perch. FAO GLOBEFISH Research Programme, 
VoL84 Rome, FAO. 2006. 

19.	 Kaplinsky, R. A Handbook for Value Chain Research. IDRC. 2001. 
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Description and Analysis of the Value Chain of the Lake Victoria Nile perch Fishery I 

Appendix B: Policy briefing document for the Council of IMinisters 

Introduction I 
The study 'Value chain analysis of the Lake Victoria Nile perch fishery' was undertaken as 
part of the EC-funded 'Implementation of Fisheries Management Plan (IFMP) project', as 
requested by the Lake Victoria Fisheries Organisation (LVFO) Council of Ministers in 2007. I 
The purpose of the study is to determine the value and share of benefits from this value 
along the whole commodity chain of Nile perch, from capture to consumption in the export 
markets of Europe. I 
The project has been conducted over May to July 2008 and comprises two parts; a) an 
investigation of European Nile Perch marketing; and b) a survey of exporters in Uganda, 
Tanzania and Kenya. I 
This study was deemed necessary because despite the impressive benefits from the Nile 
perch fishery, there is an image of this fishery which is very negative and potentially harmful I 
to future investment and support. As well as the 'ecological' damage, there have been 
repeated complaints, especially in the media, that the wealth from this fishery is unfairly 
distributed and that poor fishermen are exploited by rich, foreign factory owners. These Icomplaints reveal a lack of understanding of the distribution of benefits derived from the 
fishery. 

This report follows the FAO method (2006) for assessing revenue distribution throughout the I 
value chain. This method requires micro level data, which has been collected during the 
survey stage from private sector, government and LVFO reports. Averages are used with 
indications for individual countries where this is possible or relevant. 

The Value Chain Analysis aims to clearly determine the distribution of value and share of 
benefits along the whole length of the Nile perch commodity chain, from fisherman to the 
European consumer. The study also identifies points in the chain where bio-economic I 
efficiencies and equity of distribution can be improved. The results of the study will be used 
to guide future policies with regard to this export fishery in the Partner States. 

According to Kaplinsky (2001), the value chain describes the full range of activities which are 
required to bring a product or service from conception, through the different phases of 
production (involving a combination of physical transformation and the input of various 
producer services), delivery to retailers and purchase by final consumers. This study utilises 
the method described by Kaplinsky and includes all of these stages for the catching, 
handling, processing and marketing of Lake Victoria Nile Perch and its products. 

This report also follows the FAO method (2006) for assessing revenue distribution 
throughout the value chain. This method requires micro level data, which has been collected 
during the survey stage from private sector, government and LVFO reports. Averages are 
used with indications for individual countries where this is possible or relevant. 

The Value Chain Analysis (VCA) aims to clearly determine the distribution of value and 
share of benefits along the whole length of the Nile perch commodity chain, from fisherman 
to the European consumer. The study also identifies points in the chain where bio-economic 
efficiencies and equity of distribution can be improved. The results of the study will be used 
to guide future policies with regard to this export fishery in the Partner States. I
 

I
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I 
I Key findings 

Value Chain 

I 
I • A total of 25 factories were identified as exporting Lake Victoria Nile Perch to Europe,40 

(10 factories in Uganda, 6 in Kenya and 9 in Tanzania) there is a total production 
capacity of 1148t/day raw material weight (413,280 tonnes per year). 

•	 Factories were running at an average of 45% capacity showing a total current raw 
material usage of 500 tonnes per day. 

I • 

I 
There are four groups of production factories involved in exporting LVNP from the 
EAC; a) Tilley; b) Marine and Agro; c) Alpha; and d) Vicfish - Bounty. These groups 
between them control 16 of the total 25 factories and 71 % of total current production. 

I
 
• Whole weight equivalent per kilo selling prices recorded during June and July 2008
 

were Supermarket $7.39, Importer / Exporter - $3.48, Processing Factory - $2.41,
 
Factory Agent - $2.14, Fishermen - $1.69, See table below.
 

I 
Average Selling Price Whole Round Price Value Value Value Added as % % ofTotal 

(Whole and Fillet) Equivalent Distribution Addition of sellinq price Value Added 

Supermarket $17.18 $7.39 52.85% $3.91 53% 100.00% 

Importer I 

I
 
$8.10 $3.48 14.56% $1.08 31% 47.15%


Exporter
 
Processing
 

$560 $2.41 3.63% $0.27 11% 32.58%
Facility 

Factory Agent $2.14 $2.14 6.13% $0.45 21% 28.95% 

I Fishermen $1.69 $1.69 22.82% $1.69 100% 22.82% 

I
 
Africa 32.58%
 
Europe 67.42%
 

•	 Share of LVNP value of the sale of fresh fillets in Europe for boat owners is 23%. 

I • Crew and workers receive the least value; crew earnings average $4.92 per catch and 
factory workers wage averages $5 per day. 

I • Final product capacity of 183,546 tonnes of fillets and actually producing an estimated 
100,000 tonnes. 

I • The value chain analysis including costs showed that fishermen were gaining margins 
of 37%, compared to 38% for supermarkets and 21 % for processing companies (see 
table below). 

I
 
I
 

40 During the review stage it appeared that one of the processing companies currently exporting to 
Europe was not visited. It seemed Ngenge was in fact currently exporting, and this was not made 
aware to the consultant by the competent authority. 
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Item 

Retail Price 
VAT 

Supermarket	 Reduced & waste 
Wage cost / kg 
Distribution 

DDP 
Road delivery 

Importer/ Airfreight and clearance 
Exporter 

Sales and marketing 
Wage cost / kg 

Export FoB 
By-products 

Average rejections 3% 
Processing Wage cost / kg 
Factory Transportation 

Raw Material Cost 
(conv.) 
Production cost / kg 

Factory Buying Price 
Factory Agent	 Rejects at 3% 

Taxes 

First Sale 
Rejects at 3% 

Fishermen 
Operating expenses 

I 
USD/kg
 

Costs I Value Addition Margin/kg Value Share % Gross Margin
 
I	 II 

7.39 
0.32 
0.24 2.79 53% 38%
 
032
 I0.24 

3.48 
0.04	 

I0.75	 0.24 15% 7% 
0.04 
0.04 

2.41	 

I1.03 
0.06 

0.12 
0.73 4% 21% 

0.10	 

I2.14 

0.41 

2.14 
0.06	 0.29 6% 14% 
0.10 I 

1.69 
0.05 

0.62 23% 37%
0.42 ICrew Share 0.59 

Competitiveness I 
•	 There are some 196,426 fishermen and 69,160 vessels41 fishing Nile Perch to supply 

the export market. I 
•	 The fresh skinless, boneless fillet market is the most valuable to processing facilities 

and there are around 7 major European importers/exporters of fresh based in Holland, 
Spain and Italy. I 

•	 As well as Europe, main markets are USA, Japan, Dubai, Australia, Israel, South 
Africa and the Far East. As well as fillets, exports include Maws, Headed and Gutted 
(H&G) and Value-Added. I 

•	 Domestic and regional markets such as Congo, Burundi and Rwanda demand fresh, 
dried, smoked, cooked and frozen NP products and by-products. I 

•	 Challenge for industry in tackling 'illegal' fish is also a marketing opportunity to improve 
value. I 

•	 Pangasius, Pollock and to a lesser extend Tilapia were identified as competing 
products at the low end of the market and Sea Perch, Cod and tuna at the top end. I 

•	 The key to competing in the European market and achieving maximum value is to 
differentiate from Pangasius and Pollock and ensure Nile Perch competes in the same 
segment as high end species such as fresh Sea Perch, Cod and tuna. I 

•	 Freshness can be achieved by keeping the product at 0-3 degrees centigrade and not 
freezing to -2 degrees as is typical practice by processing companies right now. The I 

41 Frame survey 2006 (LVFO) 

I 
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I 
I 

freshness should also be marketed, that means that all labelling should say FRESH 
and consumers should be made aware that this is not a defrosted product. 

• Fillet size can simply be kept large by adherence to the slot size. 

I • Quality is already in place from factory to export but needs improving at sea, with ice 
on vessels and a faster time between catch and export. 

I • East African Community (EAC) competitiveness is a key weakness in the value chain 

I 
currently. With LVNP competing for market share in Europe against landings from 
European vessels and imports from other developing nations the field should be fair. 
Despite the poverty in East Africa, competitiveness is restricted by the subsidies given 
to European fleets and aid such as Tsunami relief in Sri Lanka. Critical threats to 
competitiveness include: 

I a Rising price of fuel cost leading to ever increasing airfreight charges 

I 
a Threat of duty free status being removed 
a Uncompetitive infrastructure in EAC 
a High interest rates and unfavourable investment climate 

• Opportunities to improve value and competitiveness in favour of the EAC include: 

I a Reduce the duration from capture to factory and promote storage in ice 
immediately after capture in order to address the issue of 'fresh' NP fillet in 
Europe being perceived as frozen. 

I a Investments in roads to improve distribution from landing site to processor 

I 
and port 

a Infrastructure at airports and seaports 
a Direct marketing and branding, better understanding European market 

requirements 

I 
a Promotion of eco-Iabelling and investment in the livelihoods of communities 

dependent on fishing 
a Encouragement of links between supply base and final market in terms of site 

visits, marketing studies and communications through seminars. 

I • Immediate deterioration of fish quality and high price variation over short periods is a 
major problem and reduces overall value. 

I • Exchange rates are a potential threat to value, since sales are in USD, to a market 
based on the Euro. 

I • A fishery closure / ban should only be undertaken after considered planning on the 
optimum time and also communication with the market. 

I 
• Eco-Iabelling and 'ethical' marketing of Lake Victoria Nile Perch has significant 

potential to maximise value, ensure value is equally distributed and protecting the 

I
 
resource. There is strong demand from developed markets and evidence that buyers
 
would pay more for LVNP if it was marketed with an eco-Iabel such as Naturland,
 
MSC, Fairtrade for example.
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Lake Victoria Nile Perch Value Chain Description 

The LVNP value chain consists of crew, fishing vessel owners, middlemen, agents, traders, 
small-scale processors, transporters, factories, importers, distribution agents, retailers and 
consumers. The supply chain is a complex web spanning dozens of countries and involving 
millions of individuals. 

In 2008 there are a total of 25 LVNP processing companies in East Africa are exporting 
LVNP, all of which were interviewed as part of this study. The total processing capacity of 
these factories equals 407,880 tonnes of whole round fish weight per year, able to produce 
183,546 tonnes of fillets and actually producing an estimated 100,000 tonnes. There are 
some 196,426 fishermen and 69,160 vessels (Frame survey 2006 LVFO) fishing Nile Perch 
to supply the export market. 

The following diagram (Figure 4) shows the supply chain flow diagram for LVNP from 
fishermen to consumption/usage. The first stage is the fishing and landing by fishermen at 
landing sites around the lake. Thick lines represent main flows of materials, whereas dotted 
lines represent small or minor quantities. 

The LVNP supply chain starts with the Fishermen comprising of crew and boat owners. They 
sell their Nile Perch to factory agents/middlemen (First Sale price) or to artisanal processors 
(reject price), or in rare cases, direct to factories (Factory Buying Price). The system of 
payments (crewshare) is not shown on this diagram as the selling price for fishermen and 
crew alike is the same but the crewshare becomes important in subsequent analysis when 
costs are included. 

The factory agents / middlemen / traders then sell the fish to processors (either factory or 
artisanal/small scale), and also to the regional and domestic market. Sales to the regional / 
domestic market and artisanal processors are less restricted than sales to factories and 
therefore these customers accept smaller sizes and that would not be accepted by factories. 

Artisanal processors take fish they buy as rejects on the beach or from traders and create 
value-added products from them. For instance the LVNP may be cut into pieces and cooked 
before being marketed for consumption locally or regionally. Alternatively the artisanal 
processor may dry, salt or smoke the LVNP before marketing domestically or regionally. 

Processing factories themselves have the largest variety of products and customers. They 
may produce, fillets (fresh or frozen) or H&G for international, regional or domestic traders, 
have contracts directly with supermarkets internationally or domestically and also produce 
by-products (frames, maws etc.) for domestic, regional or international markets. Their selling 
price will be FoB (Free on Board) or occasionally CnF (Cost and Freight). 

By-products are also sold by the factory as quickly and as risk-free as is possible. The 
factory will also minimise the cost of production of by-products and use a separate, less 
costly part of the factory for their production. Maws are frozen and sold FoB to 
Importers/Exporters that distribute into international markets. Frames are sold out of the 
factory door (ex-factory) to local traders that have their own transport and market. 

In terms of the international market it is normally the importer that also acts as the exporter. 
In the vast majority of cases, East African Community processing factories will not export the 
product preferring rather to limit risk and end their responsibility for the shipment at the 
national border. 
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So it is at the port / border exit point, on board either an aircraft (fresh) or the transport 
vessel (frozen) that the Importer/Exporter takes ownership and responsibility for the 
shipment. In terms of FoB price the European fresh market offers highest value and the 
small additional cost of producing fresh is the reason that fresh is preferred wherever 
possible. The Importer/Exporter then arranges the logistics to take to international market 
and subsequent sales to either supermarket or distribution agent. 

In most cases the Importer/Exporter will not physically see the shipment, but they do take 
ownership and organise delivery to their customer. In terms of supermarket the delivery 
destination will be its central depot, where it will be added to other types of products destined 
for individual supermarket outlets. Once at the supermarket outlet the fresh fillet (or H&G) 
will be placed on the wet fish counter or wrapped and displayed in a tray for the consumer. 
The consumer will pay the retail price and are the final link in the supply chain. 

A more complicated supply chain will happen when the Importer/Exporter sells to Distribution 
Agents. In this case, the Importer/Exporter will arrange for clearance of the shipment and 
delivery from airport by truck to the DA's chosen storage facility. In either case the selling 
price will be DDP - Delivered Duty Paid. 

The Distribution Agent may be a large seafood trader located in one of the central markets in 
Paris, Rome or Madrid. They could also be a seafood processing company intending to re
pack and sell on the fillet or a food service (catering) supplier with outlets located in cities 
around Europe. 

The customer's of the Distribution Agents (supermarkets, fishmongers or caterers) purchase 
wholesale (of course) in quantities larger than would be normal for consumers. The DA may 
deliver the product for a fee or the customer may use their own transport to take the product 
to their sales premises. 
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Supply Chain Flow Chart 
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I 
I 

A total of 25 LVNP factories were surveyed, these comprised all of the processing 
companies that were currently exporting. There are 10 factories in Uganda, 6 in Kenya and 9 

I 
in Tanzania. During the review stage it appeared that one of the processing companies 
currently exporting to Europe was not visited. The issue was that it seemed Ngenge was in 
fact currently exporting, and this was not made aware to the consultant by the competent 
authority. 

Some 6 factories have been closed in Uganda and 1 in Tanzania. A further 2 factories are 

I planning to start operating in Tanzania and 1 factory is being built in Kenya so that 
production can be relocated from an existing factory. Photographs are available on all 
locations visited for instance: 

I The trend of closing factories in Uganda apparently started in 2005 with the closure of 
Masese Fish Packers. Tropical, Ngenge, UMP and Unifoods closed during the last 2 years 
and the competent authority indicated that Gomba have not exported during 2008. 

I Table 7 below summarises the key statistics of the LVNP processing and export sector. The 
following text explains the values contained therein. 

I 
I Companies generally interested in fast money and largest margins, that is why do fresh 

product. Fillets are not cheap enough to mass market frozen without some additional market 
niche. The average costs of production are $1.24 to cover costs such as packaging, 
electricity and water, with $0.28 being the cost of labour. 

An average wage of 5 USD per day was paid to workers and administration staff. The total 

I� number of employees is 8,432 with a total wage value added of over $13 million per year,� 
based on a 6 day week. The workers tended to have no rights in the factories and were often 
not employed on a permanent contract. This made them the most vulnerable to exploitation. 

I The processing factories all complained that they were not making any money and the 
figures provided to the consultant were intended to show this. But in fact once the data was 
triangulated with other sources and discussed in the workshops it seems that the financial 

I situation is still reasonable for the processing factories. Their production output is still 
reasonably high at 45% capacity, and this does not seem to have changed over the period 
since 2004 when the previous analysis was undertaken by Nyeko (2004). Furthermore 
Noyombi identifies that in 2003 Uganda had an installed capacity of 443 tonnes per day. I This actually compared to 335t1day in 2008.42 

I The total export value identified in the study was $333 million for 2007. The main source for 
this data was the government records since companies were reluctant to part with this 

I 
information. In fact it is likely that this figure is higher because of the tendency for official 
invoices to show lower prices than agreements behind the scenes. There was no evidence 
to suggest this but typically in industry where companies work closely together it is possible 
that these agreements may be in place. 

I� 
I� 
I� 

42 2008 data obtained during the VCA survey. 

I 
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LVNP Processing and Export Sector Summary (June-July, 2008) 

Ref. 
Production 

Capacity (av 
tid) 

Current 
Production (av 

tid) 
Op. % 

Cost of 
production 

(USD per kg) 

Wage cost of 
production 

(USD per kg) 

Export Volume 
2007 

Estimated 
Export Value 
2007 (mUSD) 

Employees 
Est. wage 
value (per 

year) 
K1 100 32 32% 0.1 5500 22.066 800 $1,248,000 
K2 15 5 33% 1.12 0.21 448 2.675 100 $156,000 
K3 40 9 23% 0.9 0.3 1475 6.89 275 $429,000 
K4 25 10 40% 2 1441 5.8 130 $202,800 
K5 20 10 50% 1 0.27 1398 5.14 150 $234,000 
K6 30 22 73% 2955 13.14 400 $624,000 
T1 100 38 38% 1.35 0.21 10748 40.532 540 $842,400 
T2 100 55 55% 9128 31.222 680 $1,060,800 
T3 90 40 44% 7342 28.339 800 $1,248,000 
T4 50 15 30% 1.1 4437 18.888 350 $546,000 
T5 35 17 49% 1 0.4 2157 14.98 197 $307,320 
T6 100 33 33% 1.35 0.3 5008 25.414 850 $1,326,000 
T7 40 20 50% 0.15 2516 12.23 250 $390,000 
T8 50 25 50% 2984 14.22 450 $702,000 
T9 18 12 67% 654 3.4 135 $210,600 
U1 50 38 76% 1.25 0.65 4000 18 470 $733,200 
U2 40 12.5 31% 1000 4.5 150 $234,000 
U3 30 15 50% 1 0.12 1700 7.5 200 $312,000 
U4 35 23 66% 0.8 0.2 2000 8 300 $468,000 
U5 25 10 40% 1058 5.5 230 $358,800 
U6 32 15 47% 3901 18 300 $468,000 
U7 50 10 20% 1.2 0.4 3450 16 300 $468,000 
U8 18 8 44% 0 0 55 $85,800 
U9 25 15 60% 2 1200 5.5 150 $234,000 

U10 30 10 33% 1184 5.6 170 $265,200 

Tot. 1148 499.5 77,684 $333.54 8,432 $13,153,920 

Avg. 45.92 19.98 45% 1.24 0.28 3107 13.34 337 $526,157 
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I 
Lake Victoria Nile Perch Value Chain Analysis 

I 
I For each point of the value chain for fresh fillet export an average selling price has been 

established. These have been plotted in Table 11 to show the basic value distribution along 
the supply chain. Since this is the basic value chain distribution, only the actual selling price 
has been used and where the sale of whole fish has taken place (such as for fishermen) 
then the fillet price equivalent is used by dividing by the average yield (43%). 

Table 21: Basic Value Chain Distribution43 

Whole Round Price 

I 
Supermarket 

Importer / 
Exporter 
Processing 

I Facility 

Factory Agent 

Fishermen 

I 

Average Selling Price� 
(Whole and Fillet)� 

$17.18� 

$8.10� 

$5.60� 

$2.14� 

$1.69� 

Africa 
Europe 

Equivalent 

$7.39 

$3.48 

$2.41 

$2.14 

$1.69 

32.58% 
67.42% 

Value Value Value Added as % % of Total 
Distribution Addition of selling price Value Added 

52.85% $3.91 53% 100.00% 

14.56% $108 31% 47.15% 

3.63% $0.27 11% 32.58% 

6.13% $0.45 21% 28.95% 

22.82% $1.69 100% 22.82% 

I The pie chart below shows significant shares of the sales prices are being taken by 

I 
supermarkets and fishermen rather than agents, processors or exporters. But this is not the 
whole picture of the situation and to take account of costs, transport wages etc. this is 
developed in the analysis of the subsequent sections. 

I Fishermen 
23% 

I 
Supermarket

I 52% 

I 
Importer /� 
Exporter� 

15% 

I Value Share Pie Chart 

I 
The European market survey found that there were differences between the markets 
segments targeted by Pangasius and LVNP. First of all and most importantly, Pangasius is 

I 
not fresh, there is no fresh marketing of Pangasius in Europe. This is a quality issue and 
being frozen and defrosted means that the quality of Pangasius is significantly worse than 
fresh LVNP. The second difference is the size of the fillets, Pangasius fillets range from 150 
- 200 grams, It is a farmed product so small fillets are more economical. The third critical 
difference to consider is that LVNP is preferred in the marketplace. By preferred it means 

I 
43 June 2008 example, for whole round and fillets per kilo. 
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that as a wild product, the flavour and texture are appreciated by the market. It is a good 
white fish meat that consumers enjoy to eat. 

These three critical differences from Pangasius to LVNP, Freshness, Fillet Size, and Quality, 
are the unique selling points of LVNP and must be marketed in order to differentiate LVNP 
from Pangasius. Since there is no chance of competing with Pangasius the only way forward 
is to ensure it is in a separate market segment. 

Freshness can be achieved by keeping the product at 0-3 degrees centigrade and not 
freezing to -2 degrees as is typical practice by processing companies right now. The 
freshness should also be marketed, that means that all labelling should say fresh and 
consumers should be made aware that this is not a defrosted product. 

Fillet size can simply be kept large by adherence to the slot size. This is a fisheries 
management challenge that must be assisted with participation from stakeholders such as 
the industry initiative to avoid undersized fish. 

The VCA (table below) shows that for the fresh value chain to Europe, when costs are taken 
into consideration, the boat owners and agents are benefiting significantly from the trade, 
gaining 23% of the total value. The boat owner's margin of USD 0.62 /kg is higher even than 
the importer/exporter. This is not surprising since there was evidence during the survey of 
boat owners making significant returns on their investment and on most occasions paying 
back their investment after one year. As fuel and other costs rise, the fishermen benefiting 
most are those fishing without engine. 

However, the crew are not so endowed and receive the lowest 'margin' of USD 0.20 / kg. 
Compared to other forms of employment around the lake this compares well but looking 
vertically in the value chain their share is slim. An important consideration is that the crew 
have made no investment and thus could be expected to not share from the returns that are 
seen by investors such as boat owners or processors. 

Anal "sis of Fishermen's Value 
USD/ka 

Item Selling Margin Volume per Profit pe 
Price trip (kg) trip (USD) 

First Sale 1.69 

costsl 

c: 
Rejects at3% 0.05Q) 

Boat Owner 0.62 25 $15.60E Operating expenses 0.42 
Q) 
~ Crew Share 0.59 
I/) -- -- u:: - + -- 

Crew Per crew member (3 Crew) (0.59/3) 1.69 0.197 25 $4.92 

Using the figures from the VCA (Table 15), the fishermen's value is analysed for boat 
owners and crew per trip (see Table above). An average NP catch of 25 kilos is assumed 
(source CAS 2006) for a trip and then the profits calculated from multiplying this by the 
margin. For the crew, the selling price is the same as the boat owner except their crewshare 
of 35% is divided by 3 to give the proportion per crew member. Hence the calculations show: 

BOX 2: Crewshare value calculations 

Average catch for NP =25kg 
35% of 25kg =8.75kg 
Divided by 3 crew =2.916kg 
Average price per kg of NP = 1.69 USD 
2.3kg x 1.69 = 4.92 USD/catch 
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Fresh LVNP Fillet Value Chain Analysis (Whole Round Weight Equivalents) 

Item 
USD/kg 

Costs I Value Addition Margin/kg Value Share % Gross Margin 

Retail Price 7.39 
VAT 0.32 

Supermarket Reduced & waste 0.24 2.79 53% 38% 

Wage cost / kg 0.32 

Distribution 0.24 

DDP 3.48 

Importer / 
Exporter 

Road delivery 

Airfreight and clearance 

Sales and marketing 

0.04 

0.75 

0.04 
0.24 15% 7% 

Wage cost / kg 0.04 

Export FoB 2.41 
By-products 1.03 

Average rejections 3% 0.06 

Processing 
Factory 

Wage cost / kg 

Transportation 

0.12 

0.10 
0.73 4% 21% 

Raw Material Cost 2.14 
(conv.) 
Production cost / kg 0.41 

Factory Buying Price 2.14 

Factory Agent Rejects at 3% 0.06 0.29 6% 14% 
Taxes 0.10 

First Sale 1.69 

Fishermen 
Rejects at 3% 

Operating expenses 

0.05 

0.42 
0.62 23% 37% 

Crew Share 0.59 
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Competitiveness 

Processors may also have a part to play in developing frozen value-added products and 
introducing them into the market. This would give a source for excess fish when the fresh 
European export market is poor and create extra demand for Nile Perch improving price 
generally. 

Some processing companies explained that importers scout amongst factories to find the 
lowest price. This puts pressure on producing companies to reduce prices and in many 
cases leads to sales being below the purchase price. 

Larger companies and groups have more supplier power and also benefit from economies of 
scale. For example the Alpha Group with its 5 processing facilities and large network of 
suppliers and customers appears to be surviving through the economic difficulties whilst 
other companies are struggling to make money. Opportunities to improve market 
competitiveness include: 

.......... _. _..._....- ......_...._.. -_ ........ - ........ _.._-- ._. - .... - .. _....- _..... --

Aim 

Increase competition / 
remove barriers to entry for 
importers 

Provide more power to 
producers 

Market measures 

Compulsory auction of product 
from factories to importers / 
distributors 

Establish marketing centre in 
Europe 

Exporters association 

Limit licences for fish factories 

Control/legal 

Limit amount one company is 
permitted to export 

Subsidies / encouragement to 
importing companies 

Eco-Iabelling has taken off in European seafood markets for instance Naturland in Germany. 
Label Rouge in France and of course the MSC throughout. Fair Trade is aiming to enter the 
seafood eco-Iabelling market and apply its logo with seafood exported from the developing 
world. Despite the success of eco-Iabelling and proliferation, there have been uncertain 
benefits to producers and price premiums are not proven. 

IThe European market has indicated that eco-Iabelling would massively increase the demand 
for Lake Victoria Nile Perch. There would be increased prices offered to factories from 
importers and it is likely that as has previously happened in recent times the increased 
demand from factories will feed through to increased prices for fishermen. I� 

I� 
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Appendix C: Questionnaire for participants in the supply 
chain 

Please complete the following form with information about your operation, company or� 
business. If you need more space to write answers then continue on another page.� 

Name: EU Export No.� 

Date: Country:� 

1.� What is your involvement with Nile� 
Perch?� 

2.� Name of factory: 

3.� Location: 

4.� Name of owner: 

5.� Name of group of companies to� 
which the factory belongs:� 

6.� Date of establishment and� 
operation:� 

7.� Value of capital assets including� 
buildings, equipment, vehicles:� 

8.� Processing capacity: 

9.� Current fish production: 

10.� Number of employees: 

11.� Number of fish supply agents: 

12.� Number of fish collection trucks: 

13.� Number of fish collection vessels: 

14.� Quantity and location of ice� 
produced:� 

15.� Which company or companies do� 
you sell to?� 

16.� What products do you currently� 
sell and have you previously sold?� 

17. IMPORTANT: For the purposes of analysing data for the value chain could you please 
provide price history of purchasing and sales (for instance average prices per month in 
2007). Use additional sheets or attach records to this questionnaire as appropriate. 
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Appendix D: Quotation for Pangasius (Catfish, Tra, 
Pangasius) 

No. Terms� Description 

01 Commodity:� White pangasius hypophthalmus, skinless, boneless, belly off, 100% net weight, % 
glazing (Pis adv). 

Size: 120·170; 170·220; 220up (gm/pc)� 

Packing: IQF, 05kg/10kg PE bulk packing/ctn.� 

Unit price: 2.95 usd/kg • FOB HCMC� 

02 Commodity:� Light Pink pangasius hypophthalmus, skinless, boneless, belly off, 100% net weight, % 
glazing(Pls adv). 

Size: 120·170; 170·220; 220up (gm/pc)� 

Packing: IQF, 05kg/10kg PE bulk packing/ctn.� 

Unit price: 2.85 usd/kg • FOB HCMC� 

I03 Commodity:� Light Yellow pangasius hypophthalmus, skinless, boneless, belly off, 100% net weight, 
%glazing(Pls adv). 

Size: 120·170; 170·220; 220up (gm/pc) 

Packing: IQF, 05kg/10kg PE bulk packing/ctn. 

Unit price: 2.75 usd/kg· FOB HCMC 

04 Freight Please advise port (country import) I 
charge: 

05 Quantity:� 40FCL : about 22MT (+/·10%). (Pis adv your enquirement) 

06 Latest date fo 30 days from receiving confirmation. 
shipment: 

07 Payment UC AT SIGHT (terms suggest: Pis adv) 
Term: 

08 Presentation 07 days from latest date of shipment. 
of documents: 

09 Shipment: At 30 days after received the UC 
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Appendix E: Inception Report 

11 June 2008 
Prepared by Mr. lain C. Pollard M. Sc. 

This Inception Report has been composed to present the implementation of the Value Chain 
Analysis study. It follows from a briefing by the LVFO on Wednesday 11 June 08 at Jinja, in 
attendance were: 

Dr. Jim Scullion, Project Manager 
Dr. Fiona Nunan, Community Development 
Mr. John Purvis, Fisheries Management 
Mr. lain C. Pollard M.Sc., Fisheries Economist, 00256773765444, i.pollard@mrag.co.uk 

The study 'Value chain analysis of the Lake Victoria Nile perch fishery' is being undertaken 
as part of the EC-funded 'Implementation of Fisheries Management Plan' project, as 
requested by the Lake Victoria Fisheries Organisation Council of Ministers in 2007. The 
purpose of the study is to determine the value and share of benefits from this value along the 
whole commodity chain of Nile perch, from capture to consumption in the export markets of 
Europe. 

The study takes place over May to July 2008 and comprises two parts; a) an investigation of 
European Nile Perch marketing; and b) a survey of exporters in Uganda, Tanzania and 
Kenya. This study follows the Value Chain Analysis Terms of Reference provided by the 
LVFO. 

WORK TO DATE 

Literature and linkages 

The consultant was provided literature on which to base the study, the key material including 
additional references used to complete the Value Chain Analysis are listed below by 
category. The literature review was a critical first stop of the study. 

Lake Victoria Value Chain Analyses 

•� Kadigi et aI., OilS Working Paper, Effects of Food Safety Standards on the livelihoods 
of actors in the Nile Perch Value Chain in Tanzania. 2007. 

•� Ponte, S. Bans, Tests and Alchemy: Food Safety Standards and the Ugandan Fish 
Export Industry. OilS Working Paper no 2005/19. 

•� Abila et al. Distribution of economic benefits from the fisheries of Lake Victoria. 2006. 

•� Nyeko, J. Co-Management and Value Chains: The Role of Nile Perch Exports In 
Poverty Eradication In Lake Victoria Fishing Communities. 2004. 

•� Kambewa, E. Improving Income Positions of Primary Producers in International 
Marketing Channels: The Lake Victoria Nile Perch Case. 2008. 

•� Nyombi, K. A Qualitative Evaluation of Alternative Development Strategies for 
Ugandan Fisheries. 2004. 

Historical Data and Baseline Studies 

•� Megapesca Lda. Uganda Diagnostic Trade Integration Study. Fishery Product Exports: 
Constraints, Potential and an Agenda for Support. September 2005. 
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•� European Union Directorate General SANCO lists of approved third party 
establishments, 2007 to 2008 (DG SANCO). 

•� Josupeit, H. The Market for Nile Perch. FAO GLOBEFISH Research Programme, 
Vol.84 Rome, FAO. 2006. 

Value Chain Analysis Method 

•� Kaplinsky, R. A Handbook for Value Chain Research. IDRC. 2001. 

•� FAO. Comparing Value Chains between Countries. 

•� Jacinto, R. A Research Framework on Value Chain Analysis in Small Scale Fisheries. 
2004. 

This study will draw on results, information and conclusions from five Concurrent Studies 
being conducted. Each logically feeds into the Value Chain Analysis and equally, information 
from this study will be provided to the concurrent studies. 

•� IFMP Agents Studies (Lwenya et aI., Luomba, Odongkara et al.) 

•� RSTTA Study on sustainable financing of BMUs (Kazoora et ai, in press) 

•� RSTTA Cost-Benefit Analysis (Acworth et ai, in press) 

•� LVFO Business Plan (Macfadyen, in press) 

•� Functional Analysis (Peacock, in press) 

Additional Information was requested from the LVFO: 

•� Existing price data collected from CAS 

•� Lists of contacts in National Offices and Private Sector 

The European Market Investigation 

From 30th May to 10th June 2008 the European market of Lake Victoria Nile Perch was 
surveyed to identify the major participants in Europe involved in the Nile Perch Value Chain. 
Results of the survey will be provided in the final report. 

In terms of method, European buyers and importers were initially identified by desk-based 
research (internet search, literature reviews and telephone interviews) and on-site visits to 
markets (mainly central trade markets and supermarkets). Where an indication that a buyer / 
importer has been found such as through literature, searches, or from packaging then this is 
verified with the company involved. On-site visits to importers and telephone interviews are 
structured to assess the price, quantities and values of Nile Perch traded over a period. 

Companies and individuals were interviewed in; United Kingdom, France, Spain, Holland, 
Italy, Belgium, Denmark and Germany. In addition to telephone interviews and where 
possible, site visits were undertaken as per the schedule below: 

Fri 30tn May UK Wed 4tn June Holland 
Sat 31 st May UK Thurs 5th June Germany 

I� 

I� 
I

I 

I� 
Sun 1st June UK Fri 6tn June Germany 
Mon 2na June France Sat in June UK 
Tue 3rd June Spain Sun 8th June UK 
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The European survey was designed to assess the structure of the international marketing 
system operating throughout Europe with particular attention to the routes dealing in the 
highest quantities of Nile perch products. 

WORKPLAN AND SCHEDULE 

Survey in East Africa Community (EAC - Uganda, Tanzania and Kenya) 

A survey of participants in the Nile Perch Value Chain is planned to achieve the ToR (see 
below) and describe in detail the structure of the industrial fish processing and export 
industry dealing with Nile perch products in the three LVFO Partner States. The intention 
was for a questionnaire (see below) to be completed by each fish factory processing and 
exporting Nile perch from Lake Victoria. 

The consultant will be provided with a GPS in order to physically map the companies visited 
during the survey. 

The National Fisheries Administrations were contacted to assist with site visits and 
interviews in each country. A letter of introduction (below) was provided to the consultant 
and sent to each Administration as follows: 

The Director of Fisheries, 
Fisheries Department, 
Ministry of Livestock & Fisheries Development, 
P.O. Box 58187, Nairobi, Kenya. 
Fax: +25420 (3)744530 
Email: samaki@saamnet.com 
ayugubk@yahoo.com 

The Director of Fisheries, 
Fisheries Division, 
Ministry of Livestock Development & Fisheries, 
P. O. Box 2462, Dar es Salaam, Tanzania 
Fax: +255 222 110352 
Email: accesstanzania@fisheries.com 
gfnanyaro@yahoo.com 

The Commissioner, Fisheries, 
Ministry of Agriculture, Animal Industry & Fisheries, 
P.O. Box 4, Entebbe, Uganda. 
Fax: +256414320496 
Email: fishery@hotmail.com 

It is anticipated that some companies will not want to participate in the study, answer 
questions or complete the questionnaire. It is also expected that some information given will 
not be correct and may be misleading either accidentally or intentionally. Preparations have 
been made for this eventuality in terms of interview technique and all efforts will be made to 
triangulate information in order to verify accuracy. 

There will be a de-briefing in Jinja after the survey and feedback meeting. 

Reporting 

The reporting will comprise a final consultancy report explaining the results of the project and 
an annex containing the Value Chain Analysis. 
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EAC Schedule 

1MPI.BIIIa1TATION OFA R9iffilE5MANAGEMaiT PLAN (IFMp) 

Provisional itinerary: lain Pollard, Nile Perch Value-Olain study 

::::::::::J: ::::::::::::::::::~~: ::::::::::::::::::J: :::::::::J: ::::::::::::::::::::~Iy: ::::::::::::::::::: 
: : 1 :Dar essaJaam: TIFPA::::::::::J::::::::::::::::::::::::::::::::::::::::::J:::::?:::: J!=!l ~:t9:rY1:~?~!?:::::::::::::::::::::::::::: 

: : 3 :Mwanza·factoriesand Bfv1Us 

~~~~~:::l:;~~~:~~::;~;~~;:;~:~~~~~·~f:~:i:~:~f~~!!~~:~~~h~~~:~:~~.:~~::~j 

: 2 : : 7 :Mara·factoriesandElv1Us :: :3 : : 8···· :Mwanza:fado·rlesanc{~Os···················: 

::::::~:::: J::::::::::::::::::::::::::::::::::::::::::J:::::~:::: JM~~~ ~ f~9!I~~~~:$'YiQ~:::::::::::::::::::: 

: ~ ~ ~ 19 ~f11 ~'!V.a.n.~. ~o. ~!E?~~~ : 
'._~-:. . .. .. .. • .. • .~, ••• 11~.'~.analYSls.and reeE!!2!~e..earat,on. ....: 

~·:::::~=::::::i=:-=~-::==:.::=~:=::::=:~=~::===:~:::::==J::=:J~::::JJ~1f:~~:~i:~~i~~~~:~~~~~::~:==::::j
 

: 9 : : 14 :A"esentation preparation : 

::::: :1:0:::: J::::::::::::::::::::::::::::::::::::::::::J:::: :1~:::: J~:~~~: ~~t}6g~::::::::::::::::::::::::: 

: 1.1 ~~~iy~J.b.rl~fj':l9.~'{I3? ~ 1? ~~p.o.r.tJ?r.ep.1!r.a!~o.~: .:-I.nj? _ : 
: 1;2 ~~E?P~?t.i9!1.C!! ~~~~tj<?':l.r~p.o.r.t~p~~~i!1.9 ~ 1.1 ~~p.o.r~ Rr.eR~.a.!~o.~: .:-I.nj? : 
. -1.2-.,....; Travel to Entebbe· meet DFR. .. . ..; 18. ;~ to UK . ...• . . . : 

L._11.~·~.i~2~';_!~211~~~~ E:M.~;?m ...._'- ~..,.... ·-I:":~~._.!.~~-~-,-~-~~.~·~ :-~.·..,-~",-~.· .,.....,..:o.,-....~.·~ .'.. 
.-._.__j§._._._._.:'~~~: fact.o.r~~9 B'I.1_~§._.~ .~.•~.~.L.......?Q.....,..J~.~~" __ • ~_.-...._. ,' 
: 1? ~~g~C!~: .L!~ ~ ;2.1 ~ : 
: H. __ ~~~C!~: !~o.rJE?~ ~? ~l,J~_ .. _ _ ~ .?f.. •• , ,:", .. , •.•••••••..•.. _•...•.•..... _ : 
: 1.8 ~~~C!~: !~o.rJE?~ ~? ~l,J.s j_ ;2? ~ _ _ _ : 
: 19 :Uganda·factoriesandBfv1Us : 24 : : 

1~:.:.:.if~~~j~~1ti~~~i;~~::~::~:~;;~=~~~~iF-~~:~~_:~·~~~~~,:~~~~~~~~~~====~
 

: 23 :Nairobi:MinofRsheriesandfactories : 28: ' 

!:::: ~;:::: j~!~:~~~~t~r~~(~::::::::::::::: j::::~f:: E:::::::::::::::::::::::::::::::::::::::::::1� 
: 26 :Kisumu/lakeside - Bfv1 Us and factories : 31 : ::-----ii ---.: KisurTlu-/iakeSide--- B\1 Us'and fac:torles- -..--: ': -: 
i~-J!Kisumu/lakeside· Bfv1Usand factories " - •• ~. .~ -..: 

-._. --~~===1BJ1i~iDi:oar:::=:=:::~~~:~...-~~~.s~~~~~~~--l~~~~~_~ ~._. __=-~_~~~~~~~ __._~~. 

30 :DaressaJaam:MinofRsh :: ._------------------------------------------------------------------------------------------------------------

I� 
I� 

I 
I 
I 
I 

I� 
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Letter of Introduction 

Dear Directors/Commissioner, 

PROJECT: IMPLEMENTATION OF A FISHERIES MANAGEMENT PLAN (IFMP) FOR 
LAKE VICTORIA - EDF PROJECT NO: 8 ACP/ROR/29 

SUBJECT: VALUE CHAIN ANALYSIS OF THE LAKE VICTORIA NILE PERCH 
FISHERY, 11th June -18th July 2008 

I am writing to inform you that the Implementation of a Fisheries Management Plan (IFMP) 
project is supporting a 'Value Chain Analysis of the Lake Victoria Nile Perch Fishery', which 
is being undertaken by an ISTTA consultant, Mr. lain Pollard. 

Mr Pollard will be in the region between 11 th June and 18th July 2008 and I am writing to 
request for your cooperation in assisting him with obtaining relevant data and making 
appointments with the following; The national fish processing association, all fish processing 
factories taking Nile perch from Lake Victoria and selected large landing sites where a lot of 
Nile perch is landed. 

I also request that a member of the Fish Inspection and Quality Assurance (FIQA) National 
Working Group is assigned to accompany the Consultant on the field work, including factory 
visits. Funds for overnight allowances and fuel in line with agreed IFMP rates will be sent to 
the IFMP National Coordinators and should be accounted for in the usual way. 

I am attaching the terms of reference for the study and a provisional itinerary for your 
information. 

I look forward to your cooperation and to the outcomes of this study. 

Yours sincerely, 

Nobert S. Kiyizi 
(Finance & Administrative Officer) 
for: EXECUTIVE SECRETARY 

c.c. Ms. Ovia Katiti Matovu, Mr. Lameck M. Mongo, 
Executive Secretary, UFPEA, IFMP National Coordinator, Fisheries Division, 
P.O. Box 24576, Kampala, Uganda. P.O. Box 226, Mwanza, Tanzania. 
Fax: +256414347835 Fax: +255282503314 
Email: ufpea@infocom.co.ug Email: lameckmongo@yahoo.co.uk 

Ms. Beth EA Wagude, Mr. Michael Obadha,� 
Executive Officer, AFIPEK, IFMP National Coordinator, Fisheries Dept,� 
C/o P.O. Box 2354, Nairobi, Kenya P.O. Box 1084 Kisumu, Kenya.� 
Fax: +25420440858 Fax: +254 572020378� 
Email: afipek@accesskenya.com Email: mikeobadha@yahoo.co.uk� 

Mr. Lazarus B. Nhwani, Dr. Rhoda Tumwebaze,� 
Executive Secretary, TIFPA, IFMP National Coordinator,� 
P. O. Box 14467, Dar es Salaam, Tanzania P.O. Box 4, Entebbe, Uganda. 
Fax: +255 22 2125586 Fax: +256414323653 
Email: tifpa@bol.co.tz Email: rtumwebaze@hotmail.com 
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Appendix F: Activities, interviews and surveying 

For reasons of confidentiality, company names have been replaced by references. 

Reference I Visit Country Location 
S1 Spain Valencia 
S2 Spain MercaMadrid 
S3 Spain MercaMadrid 
S4 Spain MercaMadrid 
S5 Spain MercaMadrid 
S6 Spain MercaMadrid 
S7 Spain MercaMadrid 
S8 Spain Zaragoza 
H1 Holland Den Bosch 
F1 France Rungis 
F2 France Rungis 
F3 France Rungis 
F4 France Runqis 
F5 France Rungis 
F6 France Rungis 
H2 Holland Stellenborn 
11 Italy Venice 
F7 France Many outlets in France 
F8 France Defence 
F9 France Boloune 
F10 France Orly 
S9 Spain Madrid 
S10 Spain Cartagena 
S11 Spain Barajas 
H3 Holland Amsterdam 
G1 Germany Bremen 
G2 Germany Bermerhaven 
S12 Spain Madrid 
G3 Germany Stutghart 
B1 Belgium Flanders 
UK1 UK London 
Briefinq from LTTA Uqanda Jinia 
LVFO Executive Secretary Uganda Jinja 
U1 Uganda 
U2 Uqanda 
U3 Uganda 
U4 Uganda 
U5 Uganda 
U6 Uqanda 
U7 Uqanda 
U8 Uganda 
U9 Uganda 
U10 Uganda 
Kidungu and Kasenyi landing sites Uganda
in Entebbe 
Meetings with FD in NAIROBI and Nairobi

Kenya
KISSUMU 
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AFIPEK (Kenya Fish Exporters 
Association - Lake Division) 
Landing sites and BMUs at Dunga, 
Oqal, Bondo, Mbita, Sori, Rakwaro 
K1 
K2 
K3 
K4 
K5 
K6 
Tanzania Ministry of Fisheries 
TIFPA - Tanzania Industrial Fish 
Processors Association 
Tanzania Local Fisheries Office 
Kerumba Fish Market 
Regional Offices, landing sites and 
BMUs in Tanzania New Igombe, 
Kayenze landing site and BMU, 
Sub-zonal office - Mara, Bukoba 
Fisheries Departmen, Nyamkazi 
BMU, Bukoba Fisheries 
Department, Ihale BMU. 
T1 
T2 
T3 
T4 
T5 
T6 
T7 
T8 
T9 

Kenya 

Kenya 

Kenya 
Kenya 
Kenya 
Kenya 
Kenya 
Kenya 

Tanzania 

Tanzania 

Tanzania 
Tanzania 

Tanzania 

Tanzania 
Tanzania 
Tanzania 
Tanzania 
Tanzania 
Tanzania 
Tanzania 
Tanzania 
Tanzania 

Nairobi� 

Various� 

Dar es Salaam� 
Dar es Salaam� 

Mwanza 
Mwanza 
Various 
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