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Introduction

The project performed a value chain analysis following a methodology based on the
FAO guiding principles on Sustainable Food Value Chain (SFVC) and on the
European Commission Agrinatura’s Value Chain Analysis for Development (VCA4D).

The final objective is to develop visions (set of goals) including policies and

strategies to improve the competitiveness and sustainability of wild shrimp species
in the Mediterranean region.

This report presents an analysis of the Giant red shrimp (Aristaeomorpha foliacea)
and Deep-water rose shrimp (Parapaeneus longirostris) value chains in Italy.

In 2020, Italy accounted for 94% and 43% of total productions of Giant red shrimp
and Deep-water rose shrimp in EU, respectively.

2 case studies: large trawlers active in the Giant red shrimp fishery in Southern
Sicily (GSA 16) and trawlers active in the Deep-water rose shrimp fishery in
Southern Adriatic (GSA 18).



Overall approach

functional
analysis

sustainability
assessment

upgrading
strategy
development

VC mapping :
Current VC structure (functions, end markets, dynamics & behaviour strategic groups (actor types), flows,
main channels to identify the binding constraints in the VC and their root causes (reasons for observed

underperformances) , as well as the leverage points (nodes where many actors or large product volumes
come together and where upgrading can lead improvement changes)

HEAT MAP:

e Economic sustainability: Actor level and value chain level contribution to economic growth
e Social sustainability: Social impacts of VC activities including inclusivity of the chain

e Environmental sustainability: Impacts of VC activities on the environment

SWOT:
e Develop vision and goals: What do we want to improve and achieve?
e Develop a core strategy:Tackle binding constraints simultaneously in order to realize the vision.

e |dentify concrete upgrading options & activities: upgraded business, models, enabling environment and
governance




Materials and methods

e Secondary data gathering (FDI, EUMOFA; BMTI)
DeS k e Literature review (e.g. SAC- WGSAD reports, national

. reports)
review

FACE-TO-FACE AND PHONE INTERVIEWS (#10 ARS-GSA 16; #9 DPS-GSA 18):

* fill data gaps with expert (key informant) data

identify/verify potential hotspots, and upgrading strategies,

* set priorities for in depth research,

develop data collection tools and plans domain and the environmental domain

collect targeted data to assess identified hotspots and potential upgrading
strategies

Field
research

e Participatory validation workshop to present/discuss main VCA
findings
e Finalization and clearance of the VCA

Validation




CASE STUDIES

% of VC species|Landings value

% of VC species

(€ thousands) |on total Average price
. (€/kg) of the
of the landings CS species
VCspecies volume P
ARS - DTS> 24m GSA 16 79 1,013 37% 28,142 62% 27.8
DPS - DTS > 12m GSA 18 340 1,834 27% 12,033 27% 6.6
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VC mapping — Frozen Giant red shrimp in GSA 16

SA 16 - Frozen Giant r

Export market

shrimp Value Chain Map (Average |l size 21-40 U/KG), 2020
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A short value chain and integrated farms, broadly including two
main actors (production and wholesaling) and in which the value
added is almost equally distributed among them.

The price is decided by local wholesalers/processors, which buys
the production from fishers at a predefined price depending on
size.

ARS is sold (in equal quantities) in the domestic market and exported
to foreign countries and is mainly destinated to the upper class of
consumers and the Ho.Re.Ca. sector, prevalently abroad into luxury
hotels and starred restaurants. Large-scale distribution is absent
because it is very difficult to guarantee fixed quantities.

A leverage point was identified for the more innovative processors &
wholesalers, who developed a widespread action to promote the
product thus transforming Giant red shrimp from a typical product of
Sicilian cuisine to a high-value niche product. In addition, these
innovative manufacturers and wholesalers have also started the
production of by products derived from the heads(freeze-dried
powder, tartar and carpaccio)

Following their winning example, many traditional manufacturers have
adapted and modernized both on-board processing and marketing
activities thus reducing the use of additives for the preservation of
shrimps and the production waste.



VC mapping — Deep-water rose shrimp VC in GSA 18

The VC is made up by several elements, including fishing,
wholesaling, retailing and processing. The power of producers is
low and they assume the position of price takers while
intermediate traders/wholesalers have the real power.

The biggest share of catch at first sales is sold via the wholesale
channel with intermediate traders buying around 70% of landings;
another important share (23%) is traded on the local auction
markets. Local traders/wholesalers play a key role in the overall
performance of the VC as they buy another important share (90%)
of the product traded on auction markets. They supply, generally, all
the different stages of the VC, hence largely impacting on the final
price. The key role is determined by their financial power in respect
to producers: fishermen need, indeed, constant liquidity to meet the
daily costs of rigging boats. Wholesalers, by virtue of the size of their
business, are able to pay the fishermen immediately for the product
supplied, unlike the auction markets which pay with a greater delay.
On the other hand, traders/wholesalers are able to guarantee,
processors, large-scale retailers and Ho.Re.Ca. with the necessary
stability of supply.

Potential upgrading strategies include aggregation of catch by
producers in order to acquire more market power against buyers or
in developing vertical integration.

Export

market
(mainly Spain

GSA 18 - Deep-water rose shrimp (DPS) Value Chain Map*
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*based on primary and secondary data collected for the ports of Molfetta, Manfredonia and Monopoli



HEAT MAP_REFERENCE POINTS (EXAMPLE)

Indicator

Sustainable

Concerning

Comments/data required

Trend in net income at

If growing significantly (e.g., 10% per year

If flat or growing slowly (less than 10%

If decreasing

Reflecting on the last 5 years, simply one of three options
(up/flat/down); average yearly variation 2015-2020

actor level per year)
Net profit margin (or 100 * (net profit over total revenues) as a %; STECF evaluation
<10% 10%<MON<20% >20%
MON) scheme
(CR/BER) provides a short- to medium-term analysis of
financial profitability, as it indicates how close a fleet's current
CR/BER CR/BER<0,9 0,9>= CR/BER <=1 CR/BER>1

revenues are to the revenues needed for the fleet to balance

the budget.

Return on investment

If significantly above the cost of capital
(e.g. 20% above)

If around the cost of capital (e.g. less than
20% above or below)

If significantly below the cost of capital (e.g.
less than 80% of the cost of capital) or even
negative

100 * (operating profit over total cost) as a %

Trend in the number of
jobs

increasing

stable

decreasing

Expressed in average engaged crew

Average gross wage
paid to hired workers

Average wage at VC level is 10% or more
above the living wage and/or minimum
wage level, and average wage is not
below these values at any node in the VC

Average wage at VC level is within 10% of
the living wage and/or minimum wage
level, and average is wage is not below

these values at _any node in the VC

Average wage at VC level is more than 10%
below the living wage and/or minimum wage
level

The weighted average wage for hired workers is first
calculated at the actor type level , where applicable
disaggregated by gender

Direct value added

If making up 25% or more of the total
value of output (at all levels)

If making up between 10% and 25% of
the total value of output (at VC level)

If making up less than 10% of the total value
of output (at VC level)

Direct VA is expressed in EUR/year. At the actor level, it is
directly derived from the operating account, by adding up the
cost of labor and gross income

Trend in fuel
consumption at fleet
level

Decreasing

Stable

Increasing

Fuel consumption liter/days at sea last 5 year

Stock status and stock
dynamics

Fish stock is underfished

Fish stock is maximally sustainably fished

Fish stock is overfished

Current fish stock status of target species

Fishing pressure

Underfishing is happening

Fishing effort is concerning

Overfishing is happening

Change over time of fishing pressure (N. fishing days per
vessel or hours at sea per vessel)

Food waste

Less than 10 % of food is wasted

Between 10 % and 20 % of food is wasted

More than 20 % of food is wasted

Food waste as a share (%) at processing level




SUSTAINABILITY HEAT MAP GIANT RED SHRIMP GSA 16,2020

Economic Sustainability

Environmental sustainability

Social Sustainability

Trend in net income at
wholesalers&processing level

Electricity use

Women’s economic
involvement

Trend in net income at fleet level

Fuel consumption

Gendered division of labour

Net profit margin (or return on sales)
at fleet level

Current revenue on Break level
revenue at fleet level

Return on Fixed Tangible Assets
(ROFTA) at fleet level

Return on investment at at
wholesalers&processing level

Water and ice consumption

Fishing pressure

Women’s decision-making and

Price relatives to substitustes

Trend in the number of jobs at fleet
level

Average gross salary paid to hired
workers at fleet level

Average gross wage paid to hired
workers at

s ok whaol 1erl 1
proc i4 level

Direct value added at fleet level

Direct value added at wholesaler
and processing level

Food waste

leadership

Cultural tradition

In economic terms, the VC is competitive thanks to the high value of the
product. GVAs at fleet and processing &wholesale level are positive and
increasing. Nevertheless, trends in net income are decreasing at
wholesalers&processing level and stable at fleet levels. The other
profitability indicators estimated for the fleet (net profit margin, CR/BER),
although reflecting an acceptable profitability have been decreasing since
2019.

The environmental sustainability is challenged: the fuel consumption
(measured by the average amount of fuel consumed per days at sea), is
characterized by a mixed trend with a sharp increase in 2020. Moreover,
the stock of ARS in the south—central Mediterranean Sea, is in
overexploitation (F/Fmsy > 1) and in overfished condition (B/Bmsy < 1) (
SAC- Working Group on Stock Assessment of Demersal Species).
Nevertheless, the fishing pressure measured in terms of fishing days per
vessel is sustainable due to a decreasing trend in the time series.

The VCis not very much inclusive. Although the good female participation
(25% of total of employees) a large part of incomes is distributed among a
limited number of processors and wholesalers and the sector is in general
characterized by very low turnover, with high average age of employees
at all VC levels. The absence of OPs and collective actions in this area
reflects the poor participation of stakeholders and the limited access to
public funds. It’s also evident a low degree of coordination at
international level, in particular with African and non-European countries,
which are not subject to the same controls and limitations of fishing
activity, commercial and sanitary measures.



SUSTAINABILITY HEAT MAP DPS GSA 18,2020

In economic terms, there is a moderate or high unsustainability for
two indicators: net operating margin ( MON=12% ) and the
decreasing trend in net profit as a result of a significant decrease in
the volume of landings. The average wages paid to workers are
slightly below the level of real wage. Another aspect concerns the
consumer evaluation of the deep-water rose shrimp , which is
generally sold at higher prices on wholesale markets of other Italian
regions.

As far as the social dimension the share of women is enough high
(35%) in the wholesale sector and even higher in the processing
sector (45%). The high share of “aged” fishermen for the trawling
fleet operating in the Southern Adriatic (76% of fishermen older
than 40) evidences a low turnover. The main hot-spot for the
sustainability dimension appear to be related to the lack of
coordination: vertical integration and cooperation (to control the
supply at the origin, with a more efficient use of the fishing days )
are very fragmented, and almost entirely in the hands of
wholesalers/intermediaries.

The most important hot-spot of the environmental sustainability
refers to the status of the target stocks and ETP stocks associated.
Of moderate concern is the trend in fuel consumption by the fleet,
measured as litres of fuel consumed per day by a trawler.
Unsustainability emerges also in terms of food waste considering
that the high processed products (tartare or similar) produce a
waste equal to around 35% of the shrimps used as raw material
(heads and carapaces).

Net income at fleet

Net profit margin (or MON) at fleet level

CR/BER at fleet level

Return on investment at fleet level

Return on investment at wholesale level

Women’s economic involvement

Gendered division of labour

Attractiveness

Access to funds

Trend in fuel consumption at fleet level

Status of vulnerable ecosystems

Status of ETP species

Food waste

Trend in the number of jobs at wholesale
level

Number of wage/salaried (hired) jobs at
fleet level

Average gross wage paid to hired workers
(fleet level)

Average gross wage paid to hired workers
at wholesale level

Value added at fleet level

Consumer evaluation




SWOT - GIANT RED SHRIMP GSA 16

Strengths (internal) Weaknesses (internal)
* high quality of the product  volatility of price
senhanced traceability of fish elack of cooperation

eimprovement of cold chain and packaging technologies *low generational turnover
estability of production sover-indebtedness & Liquidity problems
econcentration of supply ¢ limited access to public funds
evertical integration elack of infrastructures
elack of official recordings of data in the processing and
distribution

ecomplex degree of coordination and control activities

Giant Red
Shrimp
GSA 16
Opportunities (external) Threats (external)
* introduction of a catch limit and a fishing capacity eincrease of energy costs
freeze ereduction in demand for valuable species
einnovative and young entrepreneurs suncertainty about the state of the stock

ecompetition with imported products — risk of fraud and
species substitution



SWOT - DEEP WATER ROSE SHRIMP GSA 18

Strengths (internal) Weaknesses (internal)
e availability of local resource e disaggregated supply
elarge volume of production efragmented VC
ehigh appreciated product elack of vertical integration

esmall size of landed shrimps
*low ex-vessel price

Deep-water rose-
shrimp Value Chain in

GSA 18
Opportunities (external) Threats (external)
eincreasing demand for processed and highly- eincrease of energy costs
processed products (ready-to-eat) estock status
ecircular economy eregulation on effort reduction
elocal initiatives (FLAGS) ecompetition with imported products

efisheries improvement plans (FIPs)
eavailability of public funds (EMFF, EMFAF)



UPGRADING PLANS

Giant red shrimp VC Deep-water rose shrimp VC

Business models: .
Business models:

innovative systems to reduce energy dependency +  reduce the dependence from fossil fuels

* modernization of fishing vessels;
& * increase the quality of the products (upgrading)

* improving existing logistics and marketing systems o .
* vertical integration

Enabling environment: . .
Enabling environment:

Promotion of circular economy and best practices for

. . * re-use of waste under a circular economy approach
reducing waste and sulphites

Governance:
Governance:

* coordination with extra-EU countries in the management of the
stocks

Collective actions in organizations such as fishing
cooperatives

. . . * Improvement of data collection in support of management
» Cooperation among production sector, processing, and

distribution to ameliorate the value of this product on * coordination of transactions (e.g. creation or further
the national and international markets development of POs to increase the bargaining power of
fishermen)

 Coordination at international level



