|

7/ “““\\\ A ECO" SEARCH

% // RESEARCH IN AGRICULTURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu
aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.


https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu

Combining cluster and value chain approaches to amgze the
competitiveness of fresh vegetables producers:
case studies in Germany, Italy and Spain

Bettina Riedél, Wolfgang Bokelmanh and Maurizio Canavéri

1Humboldt University Berlin, Institute of EconomicsdaSocial Sciences in Agriculture, Berlin, Germany
2 Alma Mater Studiorum University of Bologna, Dept.Agricultural Economics and Engineering, Bolognalyit

Paper prepared for presentation at the 113" EAAE Seminar “A resilient European food
industry and food chain in a challenging world”, Chania, Crete, Greece, date as in: September
3-6,2009

Copyright 2009 by [ Bettina Riedel*, Wolfgang Bokelmann*, and Maurizio Canavari? .
All rightsreserved. Readers may make verbatim copies of this document for non-
commercial purposes by any means, provided that this copyright notice appears on all
such copies.



Combining cluster and value chain approaches to amgze the
competitiveness of fresh vegetables producers:
case studies in Germany, Italy and Spain

Bettina Riedél, Wolfgang Bokelmanh and Maurizio Canavéri

1Humboldt University Berlin, Institute of EconomicsdaSocial Sciences in Agriculture, Berlin, Germany
2 Alma Mater Studiorum University of Bologna, Dept.Agricultural Economics and Engineering, Bolognalyit

Abstract. European producers of fresh vegetables are updessure to improve their performance in order to
increase competitiveness. Innovative products aodgsses and competitive advantage can be gaingn lzyeation
and use of unique resources as an outcome of catapebetween producers and complementary actohscad
clusters. However, locally clustered producers dbsell to open markets but instead need accesalt@ chains
governed by lead firms: the large European retairts, which decide the rules and conditions ofigipation. The
study claims the necessity to combine aspects friuster theory with ideas from global value chappraach to
discover elements in European fresh vegetable bssithat could enable local producers to gain cttiyee
advantages in the global market. The study presestsits from a multiple case-study analysis invavthree
different European fresh vegetable producing regigm Germany, Italy and Spain. In-depth interviewgh
practitioners from the respective fresh vegetablesnesses revealed interesting changes in orgamizat business
relationships in the European fresh vegetablessect
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1. Introduction

European producers of fresh vegetables are undssye to improve their performance and increase
their efficiency in the highly competitive fresh-rkat sector. Fierce competition, strict quality and
service requirements, technological changes arddogcentration levels make collaboration of busine
participants an essential prerequisite to meet etatémand and to be competitive.

The European fresh vegetables business revealpithere of locally concentrated phenomena, with
specialisation and long-established tradition intiboltural practice in specific regions. Aside rino
natural features, context-bound socio-culturaljtigal and historic factors are assumed to be nesipte

for the ability of horticulture business participsmo adapt to, cope with and anticipate the denwdirtde
markets. This leads to argumentation in economiogggphy and regional science literature, where
determining factors of competitiveness in the glisbeg world are increasingly seen to be situatetha
regional level, making the spatial organisationpobduction an important parameter for knowledge
transfer, development and diffusion of innovatiansl trustful cooperatiofy?34°67]

However, locally clustered producers do not selbp@n markets. Large European retail chains are the
decisive actors that decide about access of prosiucethe international fresh vegetables market by
setting rules and conditions for participation. Thest dynamic trends characterising the fresh adjes
industry are increasing vertical coordination amgtabally dispersed firms and advancing concemrati

at all stages of agribusiness value chains. A tlicensequence of these tendencies is the creation o
inequalities in power, benefiting leading firms hvithe highest endowment of strategic assets
(knowledge, control over information, market powand veto potentials) at the expense of otherkén t
value chain and in the local production aféa®*1213.14

A decisive problem for the efficiency of the lodedésh vegetables production and marketing system is
that retailers evolved from resellers of produotadtors that play a critical role in product deyshent,
branding, supplier selection and distributfrt® This raises the question on how independent tbal lo
actors can be to actively create valuable and iaties regional production and marketing systems for
being competitive in the market and for gainingga@ming power towards the powerful distributionesid



Given this background both the cluster and the evalbiain approach are useful to analyse the fresh
vegetables industry, but they both may prove inadexjunder certain conditions. This paper repass f
results from a multiple-case study conducted inn@ery, Italy and Spain.

This multi-case study is aimed at:

1. Identifying factors of sector coordination explaigidifferences in the competitiveness of
regions.

2. Discussing the possibility for local strategies tmarantee access and continuous
participation of local producers in global markets.

Since both value chain and cluster specific issuay play a key role for fresh vegetables business
organisation, we make an attempt to combine theapmroaches. An explorative research approach has
been chosen to uncover the relevant variables dagpthe coordination of inter-firm relationshipsda
their importance for the competitiveness of thedpean horticultural businesses on the global aed th
local level. In-depth interviews with central figusr of the respective regional fresh vegetablesseere

the primary method of data collection.

A value-chain approach was chosen to be the maitytigal tool due to its effectiveness in explamnin
the distribution of tasks, risks, responsibilite®l margins along the market ch&f&rreur ! Signet non
défini.’*® The analysis is complemented by a cluster-appraachnique to determine interdependent
relationships between regional cooperation forcesthe development of regional econonfiéds

To the authors’ knowledge, few attempts have beadarto apply the global value chain approach to
analyze fresh vegetables value chains in Europesged less so to combine it with aspects from efust
research. Therefore we attempt to merge the infbiomave can get from the two frameworks in order to
provide a more accurate picture of relationshipaaigation and underlying mechanisms of the European
fresh vegetables business.

The paper is organised as follows: first we disdbescluster and the value chain theories in theecd
of the food industry, then we describe our researeas, data and methodology, and we illustrate the
results of the analysis. We conclude with few comte@nd suggestions for further research.

2. Competitiveness in global value chain and clustéheory

New low-cost producers are entering global marketsnsifying competition in markets for labour-
intensive produce like fresh vegetables. The liteeaon competitiveness suggests that the mosteviab
option for producers to maintain or increase inceinethe face of increasing pressure is to ‘upgrade
make better products, make them more efficientiynove into more skilled activitie§:" %!

Scholars from various academic disciplines mainthat both value chains and regional clusters aye k
organizing principles that enable firms to becom@encompetitive. The recent literature on clusters
optimistic about the possibility of fostering contiieeness through local cooperation and governance
activities™”! Value chain literature, in contrast, emphasizes giobalised lead firms coordinate the value
chains in which clusters operate. Cluster firms s&en to be increasingly incorporated in natioma a
global value chains rather than having only refsiat regional levét® Governance — as the explicit
coordination of economic activities through non-kedrrelationships — is particularly important foet
generation, transfer and diffusion of knowledgedieg to innovation, which enables firms to improve
their performanc€® The two approaches see governance operating & distinct levels, as it is
illustrated in Table 1.



Table 1.Governance, relations and key challenges in clastdrvalue chain theory

Clusters Value Chains

Governance | Strong local governance characterised by close | Not discussed.
within the | inter-firm co-operation and active private and

locality public institutions. Local inter-firm co-operation and

government policy largely ignored.
Risks attenuated by local mechanisms for risk-

sharing.

Relations External relations not theorised, or assumed to be Strong governance within the chain.

with the based on arm’s length market transactions. . . .

external Internatlpnal t(ade is increasingly managed

world through inter-firm networks.
Risks attenuated by relationships within the
chain.

Key Promoting collective efficiency through interactioh Gaining access to chains and

competitive within the cluster. developing/keeping linkages with major

challenge customers.

Source: Humphrey/Schmitz 2068, p. 14.

By combining the two approaches advancements camrmade to overcome the most criticized
shortcomings of both approaches, i.e.:

(1) Cluster analysis doesn’t theorize the linksegfional cooperation system to the external warkds is
a great handicap because decisions made in theerckidernal surrounding have a clear impact on how
coordination is carried out locally.

(2) Value chain theory instead tends to overlo@k tiot only decision made in the chain are resjasi
for coordination structure. In this sense alsoltizal level counts, because an important part efctiain
is integrated in a locally bound network and iduahced in its decisions by the integration in exuie
relationships in the local network. This issueastigularly relevant for farmers.

2.1 Cluster - the local determinants of competitivieess

Since the early 1980s there has been a well-docieshenterest in the region as a site of economic
interaction and innovation. Several schools of fiduincluding the new economic geography, business
studies, regional science and innovation studiesyehemphasized the local determinants of
competitivenes&” This literature is optimistic about the possiilibtf strengthening competitiveness
through local or regional governance, and arguasitha globalizing economy the only permanentdasi
for competitive advantage will be localized andeuhen tacit knowledgé?"??

A regional cluster is defined as a geographicaluriled concentration of interdependent and
complementary firms, which are connected to eablraby using the same technology and knowledge
base as well as the same raw materials. Since storaztivities tend to agglomerate at certain pdace
clusters are specialized in the production of éegpaoducts. To be not just an agglomeration ahéirbut

a valuable local productiosystem clusters have to feature vertical as welh@s&zontal co-operation
between the participating firms, i.e. there ardgvacthannels of business transactions and knowledge
transfer between the cluster participafits.

The common fundamental principle of all of the ndmguster approaches is their emphasis on
intraregional interactions and relationships betwdiems and their institutional environment. The
concepts try to capture the essence of localizedterls of activity characterized by high-intensity
interactions involving tangible (economic, socialdapolitical institutions) and intangible (knowlesig
know-how, conventions, long term customer loyaéiiements. According to this argument, the growing
demands placed by the world economy can be detittive best by focusing local potentials. The main
potential advantages of spatial clustering thaehasen identified in these research literatureshaeed
costs for infrastructure, the buildup of a skilladour force, transaction efficiency, and knowledgél-
over leading to firm learning and innovation. Wihchronological view of research on clusters we can
observe a general shift away from the concern aippuit-output relations and material linkages taigar



a broader examination of the social and institwidioundations of growthwhich is manifested in the
1[24,25,26,27,28,29,30]

prominence of concepts on ‘learning regions’ anddvative milieu™
Critics on cluster concepts focus on the fact that the wadrklifferent schools of thought created a
confusing variety of agglomeration concepts, withoesulting in a unified theoretical framework for
analyzing spatial clustering. Another problem vilie approaches on regions is their implicit clains¢e
regions as distinct objects with causal powershefrtown. The approaches tend to ignore problems
concerning intraregional divisions and tensions agwdsuppose the capacity of local actors to
intraregional cooperation. Important for this studythe critic that much of the work on regional
economic development remains isolated from broadatysis of external relationships and events. This
is a problem as adaptation to changing externaugistances is a key issue of innovative regional
system$>**! The method used in this study to combine the aimbf a local cluster with the value chain
approach which has its focus on inter-firm relagioips with an extra-regional, sometimes global meac
helps to make first advancements in the directicth@se critics.

2.2 Global value chain research on determinants @ompetitiveness

Global value chain (GVC) analysis has emerged siheezarly 1990s as a novel methodological tool to
analyze trends in global manufacturing, and inipaldr the increasing role of retailers and braadia
companies in creating global production, distribotiand marketing network&>® The global value
chain perspective attempts to provide an explapafoamework for the development of vertical
coordination between firms. A value chain can binéd as a socioeconomic system which consists of a
set of interdependent firms performing a sequericalme adding activities required to bring a produ
from conception to consumptidfi! The tacit coordination of markets is being reptagereasingly by
‘explicit coordination’, i.e. coordination througtirect exchanges of information between firms. This
coordination is usually referred to as value chgawvernancé:? Networks of inter-firm relationships
were described first as commodity chains, lateglabal commodity chains, and most recently as dloba
value chains.

The book “Commodity Chains and Global Capitalismiblished in 1994 by Gary Gereffi and Miguel
KorzeniewicZ¥, can be seen as the beginning of Global Comm@tigin (GCC) analysis as a relatively
coherent paradigm. The analytical emphasis of GEG#s the activities of firms, and especially tain
drivers that play the lead role in constructing anahaging international production networks. Géreff
and Korzeniewicz framework lays out four key stumes that shape GCCs: input-output, geographic,
governance, and institutional. The governance fanawithin GCC framework captured variation in the
way how firms organized their cross-border produrctarrangements. They made a key distinction
betwe([ag? global chains that are driven by two kinfldead firms: buyer-driven and producer-driven
chains:

The governance concept in the GCC framework as agethe buyer-driven chains attracted by far the
most attention by research. The most recent apprazic GVC analysis has its origins in an
interdisciplinary initiative of researchers in 2008ho examined different approaches to the study of
value chains and global production networks. GV@&lysis draws inspiration from its GCC predecessor
but also from the distinct tradition of transactimzst economics with the aim to create a coheneigjue
approach to study global value chaffig*3%34

The main theoretical concepts in the GVC approaeh a

1. Governance: In GVC analysis, governance is conceptualizedhasoordination of inter-firm
relationships through direct exchanges of infororatbetween firms by theefinition and
enforcement of instructions relating to what pradware to be produced (product design), how
they are to be produced (process controls) and \tiremg). Apart the question what different
forms governance can take, there are two furthpeds of governance to be addressed: the
reasons for governance, and how governance isasufof>>°

2. Power: Governance in value chains is associated witlidination power (the ability to provide
and enforce instructions) and differences in magawer. Identification of powerful actors in
the chain, and an examination of the sources af poiwer and the ways it is used, remain a
central issue in GVC theory-building. Lead firmsviadue chains are able to make key decisions
about inclusion and exclusion of particular supgliethe distribution of particular activities
between different actors in the chain and the sirecof production. The consequences of power



asymmetries in value chains are that profits, aadch resources for innovation and growth,
gravitate to points of concentration on the valhei and that different actors in the chains are
differently exposed to riskR®3"%!

3. Ingtitutions: the role that institutions play in structuringsimess relationships and industrial
location. Institutions can be defined as the rulleat govern society. As institutions we
understand bureaucratically rules, codified in leggnons and regulatory systems, as well as
societal norms and expectatidits. Consideration of institutions in the context of G¥ is
important because routines of interaction betwegpléers and lead firms can be deeply rooted
in domestic or local institutions and culture ahey structure (enable and limit) firm-level GVC
governance in an ongoing manner. Firms and indisstiearly adapt in response to institutional
pressures.

2.3 Value chain approach applied to agribusiness

We can recognize two important trends in the deualent of global agricultural markets that are
associated with value chain approach: Concentrattoall points in the value chain and an increasing
scope and complexity of food standards.

» Standards matter for two main reasons when we analyze glealle chains: (1) they have

an impact on the extent and codification of infofioxa required to sustain transactions and
(2) they have an impact on supplier competence. Bmndards requirements frequently
change the level of competence required from seppliThe possible solutions are that
suppliers adapt to the new requirements or thaetsugwitch to suppliers that can meet the
challenge$? We may ask ourselves whether changing standardg change the
relationships between suppliers and buyers in veliaéns but also whether a cluster context
could affect the adaptation capacity to new vahrc requirements of the whole cluster or
of the single producer in the clustét.

» Concentration in value chains is an important aspect becaus®aitges the organization of
value-chain relationships. The important effectatesl to concentration in value chains are:
(1) concentration at one point in the value chaimwed further concentration at other points
in the value chain; (2) concentration at one pwirthe value chain generates oligopolies and
inequalities, so that some enterprises in the veliaén gain market power to the expense of
other firms. Especially important for fresh vegééabvalue chains is the concentration at the
point of sale to consumers and the successive ogmatien in production which is supposed
to influence the organization of inter-firm relat&hips in the local production system.

3. Methodology

Our research questions derive from the assumptiah dompetitiveness is not just depending on the
productivity of the single firm, but on the integom of fresh vegetables producing firms in local
production contexts and on the inter-firm relatttipscoordination in value chains.

Figure 1 illustrates the conceptual framework basmedthe theoretical background introduced in the
previous chapter and allocates the research questiiothe two loci of interest: local network andra-
local value chain.
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Figure 1. Conceptual framework and research questions

The focus of the research lies on discovering em for fostering local strategies aimed at securi
competitiveness. Application of value chain reskarto analyse European fresh vegetables
competitiveness and the combination of ideas frafnes chain and cluster studies to study this prable
is relatively new. Therefore, an explorative apptoaand a qualitative research methodology is
appropriate, allowing for searching in-depth antees relevant categories from the local clusteeleand

the vertical value chain level and to advance aueustanding of interdependencies.

The application of three case studies allowed fiscavering a greater variability of coordination
mechanisms and decisive variables in three diffesenio-cultural contexts. The concentration ore¢hr
field studies allowed studying them on site. Ardepth qualitative analysis is performed througkrise
communication with central and experienced businetw's.

This multi-case study focuses on three importambpean fresh vegetables producing regions: Patatina
in Germany, Emilia-Romagna in Italy and Murcia ipa8. These regions were chosen due to their
economic value of the fresh vegetables businessf@anperceived differences in business organization
and institutional environments. The main summaryad@r the three regions and the number of
interviews are shown in Table 2.

Table 2. Summary data on the case studies

Region Hectares Domestic Producers | Production Interviews | Period

share (%) (no.) (tons)
Palatinate 16,858 15 560 496,000 19 Spring-
(Ger) Summer 2007
Emilia- 46,537 11 5,742 639,496 16 Winter 2007-
Romagna (1) 2008
Murcia (E) 42,165 10,5 2,986 1,571,087 12  Autum@g0

Source: Palatinate: ZMP 2008; Emilia-Romagna: Bf#8; Murcia: Consejeria de Agricultura Murcia 2007



Palatinate, Germany

The Palatinate is one of the most important Gerregions for fresh vegetables business, with intensi
highly concentrated fresh vegetables production ahohg tradition in cultivating several specieisT
region is of special interest because as priorarebeindicates it's presumed that it shows somdende
of clustering. Furthermore, lately the fresh vebktsa business of Palatinate is characterized et
structural changes in the organisation of its bessn especially regarding increasing size of prioduc
farms and the organisation of commercializatiothefproducts.

Emilia-Romagna, Italy

Emilia-Romagna is an important region for fresheataples production in northern Italy. The intemegti
aspect of this region is the high concentration angdortance of modern distribution and logistics
facilities for the commercialization of fresh fraind vegetablées.

Murcia, Spain

Murcia is the second most important Spanish redanfresh vegetables production, so that 26% of
Spanish fresh vegetables exports originate frosrégion. Export represents the main destinatiofo]9

of Murcia’s fresh vegetables production. This made assume a modern organization of business,
probably affected by interesting changes in orgaion of business relationships between the single
actors of the regional production and marketingesys

3.1 Data collection

Qualitative data were collected via problem-basedrviews with participants from various tiers bét
marketing channel in the regions of Palatinate/Geyh Emilia-Romagna/ltafyand Murcia/Spaih

Aim of the in-depth interviewing of actors from féifent tiers of the chain and the regional hortima
economy was to unveil the decisive factors thaindethe market performance of the studied regitms,
understand the phenomenon of competitiveness ofotia¢ level and its changes by asking directly the
involved people, to capture their ideas and vieWshe situation of their business environment. The
major benefit of collecting data through individum-depth interviews is that they offer the poteinto
capture the person’s perspective of the phenomender analysi&§**>**!

The choice of the single interviewed actors wasgimheined by the importance of the enterprise theyewe
working for the regional horticultural business d@hd position they had in the respective compang. W
tried to talk to persons in leading positions whe assumed to dispose of insight and overview of
regional horticulture business. Aim of the samplgtategy was to cover as many different actorf wit
complementary or possibly contradictory views oé tiegional fresh vegetables business as possible,
trying to capture the perceptions of practitiongieng the whole chain from seed producers to ttalre
level. Interviewing several complementary particizaallowed capturing a multifaceted picture of the
horticulture business performance.

The interviews were guided by an interview guidelibut questions were kept deliberately broad to
allow interviewees as much freedom in their answasspossible. The researcher used the study’'s
research questions as the framework to develojinteeview guideline. The interviews were taped and

transcribed to increase the accuracy of data aigalys

! In Palatinate we interviewed 3 plant managershfreegetables producing farms; 1 crop coordinator,
seed breeding firm; 2 chief executive officerseimediary traders; 2 members of the regional nrinist
agriculture; 2 plant manager, seedling productbexecutives of cooperatives; 1 director of assmria
for water management; 2 members of the German iasisocfor horticulture business; 1 management
and 1 consultant of the regional public researchextucation institute; 2 executives of private
consultancy.

2 In Emilia-Romagna we interviewed 3 chief executificers and 2 technical staff of cooperatives; 2
executives of wholesale businesses; 1 Crop sp&icéadd 2 sales manager, seed breeding firm; 1 sales
manager, seed breeding firm; 1 quality managedijlyét private trader; 1 member of the regional
department of agriculture; 1 executive technolagy;f1 producer.

% In Murcia we interviewed 4 executives cooperatiBexecutives export consortia; 1 chief executive
officer and 1 director of regional research ing#ifl2 crop coordinator, 1 seed breeding firm.



3.2 Data analysis

The challenge throughout data collection and amalyas to make sense of large amounts of datatcand
identify significant patterns. The transcribed mtews produced many pages of textual material in
German, ltalian and Spanish from the three studiedes. Recurring topics emerged out of the
conversations also without especially launchingdiseussion in the direction of the upcoming profde
The first step was to summarize the interview tagtshe main ideas that were held to be important
during reading and re-reading of the text materi@lsbsequently the material has been coded to main
categories which evolved from the interview matermalysis followed methods proposed by Corbin
and Straus¥%in grounded theory who propose a stepwise advanuenfi@rganizing data into categories
and Miles and Hubermalf®who use displays to understand complex data. Codiag guided by
literature and the conceptual framework but kemenough for allowing new, inconsiderate categorie
to evolve directly from the interview texts. Thectdve categories that have been filtered will Bedito
compare and assemble a complex-variable causal Intloale should offer insight into structure and
underlying causes of value chain structure in Eeaopfresh vegetables business and the interdepanden
of vertical inter-firm relationship coordination thithe locally bound producing clust&¥.

4. Results

Interim results are presented in form of examplgsized in three tables for the respective casdiest
to give to the reader some insight into the appbicaof a combination of value chain and cluster
approach to analyze inter-firm relationship cooatiion in the fresh vegetables industry.

The exploratory approach of the study offered thesbility to uncover a vast variety of concept$otw
relationships in value chains and clusters areadlgtorganized. The tables should help to undedstha
complexity of interdependencies of relationshipssMeen value chain and cluster level with the olbject
to come to preliminary conclusions regarding thapscfor local strategies.

4.1 Palatinate

Evaluation and

Findings Value chain Cluster .
Scope for local strategies
(1) Increasing Retail needs direct Enabling conditions Mutual dependencletween
direct information exchange and Bad cooperative

producer and retailer because
both have to commit to
determined suppliers/buyers.

commercialization because of
reciprocal mistrust of local

relationships | centralized purchase.

between large
g Specifications of quality and

scale producers.

producers safety standards and other Retailer remains nevertheless the
and retail attributes require explicit Prevalence of local large-scale @ 0a powerful actor because of
because of coordination with key producers who are able to fulfill high concentration on retail level
value chain suppliers. retail requirements on their own.: 504 sheer market power.

requirements Long tradition of independent

e Concentration of production will
commercialization by producers.

continue: in direct relationships

Positive cluster effects allowed | With buyers producers are forceg

producers to develop to actual | 1O 9row.
performance. In the cluster competition
Consequences between producers is increasing|

and willingness to cooperate
decreasing.

Producers have to commit to
specific buyers because of
detailed specification of product
attributes and the production
process.

[2)

Value chain relationship becoms
more important for large-scale
farmers than local linkages.

Producers make specific
investments in relationships to
certain buyers.

Medium-scaled farms e
market access.

Increasing exclusion of
cooperative from value chain.




Requirements of value chain leader (the retaildrahge organization of inter-firm relationshipshe tluster.

(2) Partnership Intermediary trader sells

between products to/programs
intermediary upcoming season with retail
trader and guaranteeing collaboration !

producers in
the cluster as
a consequence)
of value chain
requirements

with determined producers. |

Compliance with value cham
demands requires permanent
collaboration between trader:
and producer. |

Intermediary trader hasto |
guarantee safety of supply tp
chain leader ‘retail’ and !
therefore needs to have
trustful relationships with his
producers.

©)

Introduction
of new safety
standards by

Retail reacted to pressure
from private actors (NGOs).

Institutional environment

chain leader '
‘retailer (EV) to weak to put ;
proved harmomza'tlon of plant
vitality of protection into action. :
cluster . All upstream actors had to
cooperation adapt to new requirements set

up by the chain leader
because they had no other
possibility.

'
'
'
'
'
'
'
'
'
'
'
'
'
'
'
'
'
'

+

(4) Positive To be interesting for buyer
condition for producers need to present
innovation new products in large
shift from volumes.

to large-scale Retail is often not willing to
producers in offer shelf space to new
value chain product placement.

cluster level
relationships |

Cooperation in so far that

retail is disposed to offer new
product over longer period of;
time in stores. X

But: No direct investments of
retail in development of new
products. '

The four examples of the German case study confalme chain theory statement that retailers are the

Commitment to long-term
partnership between local '
producers and local trader.

Intermediary trader gives 100%
purchasing guarantee to
producers to secure partnershlp.

Production planning, food quallty
and safety monitoring and their | !

' costs require partnership between

trader and producer. :

Preference of large-scale farms
(innovative and reliable) by
trader.

Exclusion of small-scale farms
from value chain (risk of non-
compliance, dishonest
information exchange)

Experience, knowledge and rich.
data base allowed for immediate
adaption of producers in

Palatinate to new standards.

Cluster cooperation seems to
work better in case of external
threats than as a foresighted
strategy.

large volumes and have more
efficient decision and
implementation processes.

Problematic situation for new
product development in !
cooperation between cluster |
farms: inefficient decision
making and implementation. |

The need for concentration and
direct relationships in the value
chains is reproduced the cluster
local relationship organization
changes as a consequence.

New standards decreased
flexibility of selling/purchasing
for both producers and retail.

Costs for monitoring of new
standards and risk of non-
commitment rest on producer.

The capacity of cluster firms to
fulfill new retail demands
reinforced relationships between
cluster producers and external
retail.

Cluster cooperation seems

work better in case of extern
threats than as a foresightg
strategy.

producer.

We can observe privatization of
research in value chains. This
development is jeopardizing the
positive outcomes of interrelatio
the cluster performed so far.

Concepts of concentration and
innovation in value chains are
interrelated. Trend to increasing
firm size continues.

ed

leading firms in fresh vegetables business who dioate inter-firm relationships in the chains by
enforcing their requirements. Changing requirementsthe value chains and their influence on
relationship arrangements in the value chain batvpeeducer and supplier clearly implicate changes a

adaptation of inter-firm relationships in the logaloduction system. In the Palatinate, the observed
development of the cluster and the relationshiprdioation between local actors make us presume that
there are positive cluster externalities that hielpal producers to cope with market requirements.

10



Nevertheless it seems that forces of inter-firmrdowtion in value chains are becoming more andemor
intense and important, weakening relationshipsénlocal production system.

4.2 Emilia-Romagna

Evaluation and

Findings Value chain Cluster Scope for local strategies
(1) Retailer's Governance of key Special cluster effects couldn’t be | Retail remains the more
private . ) observed in this case. powerful actor, but dependenc
brands suppliers by retail: is mutual.
require Planmng and monitoring of
explicit production

coordination
of value chain

Explicit
coordination
of chain by
retailer in the
case of
introduction
of new
packaging
material

Compliance
with value
chain
requirements
demands
enlargement
of local
cooperatives
to other

regions

Retailer’s aim: creation of
long-term relationships with
key suppliers because they
guarantee constancy, quality
and safety of supply.

Retail gives privileges to key
suppliers.

Retail cannot run the risk of
performance failure because
in case of private brand he
guarantees with his name to
consumer.

Retailer choosing specific
suppliers for new packaging
material

Order producers to buy
packaging from specific
suppliers.

Communication and long-
lasting relationship
necessary: long-term project

Retail needs to be innovative
to offer alternatives to
consumer.

Cooperatives have to grow

They are doing it by merger
with cooperatives in other
regions.

Organizing supply from the
whole country.

Not only local linkages of the
cooperative.

So far local producers remain
small-scale.

Intense communication
between retail, producers and
cooperative.

Retail decides about product
characteristics concerning
private brands.

Producers less autonomous in
his decisions.

Region seems to be in post-
cluster phase with nation-wide
business relationships.

Producers do not seem to hav
special cluster-based
advantages.

The examples chosen for the representation of thiideERomagna case study reveal two variables that
will be more and more crucial for the structurerefationships in the value chain: private labelsl an

introduction of new products (packaging materigyample number one underlines how the ever more
important private labels of supermarkets deterntivee coordination of fresh vegetables value chains.
Private labels as they are becoming more and nmagpertant as a supermarket strategy will continue to
change value chain relationships.

Also the introduction of new packaging materials dupermarkets demands stricter governance of the
value chain. In our research we are also interdsbed generation and implementation of innovatians i
organized in value chains. In the Palatinate exara@ could read that introduction of new produgts b
producers is often hindered by the dispositionugfesmarkets. In the example mentioned for the BEmili
Romagna case, the retailer had a clear interéshtwvate packaging material to remain interestorghis

own customers. The difference is that the retaldeing in the more powerful position, could fords h
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suppliers to change their packaging methods andup packaging material only from certain
manufacturers.

In a general evaluation of the Emilia-Romagna caisdy we can observe weaker local linkages.

4.3 Murcia
Findings Value chain Cluster Evaluation
Scope for local strategies

(1) Adaptation of | NGO campaign created bad| Investment in regional project Daily relationship coordination
regional image of local fresh ‘clean agriculture’ of regional more organized on the
production vegetables sector. agricultural ministry. cooperative level.
system to . . ;
changing Retail changed his Cooperation between regional In case of special larger research
retail requirements for product research institute and cooperatives. aims we can observe cooperatign
standards in safety. between regional agents.
value chains Application of new production

system to anticipate further retail
requirements.

(2) Concentratio | Trying to control retail buy There’s no balance in producer-
n and power concentration of supply. buyer relationship.
?;(;Eitzl To take advantage of Supply is in a discriminated
concentration | Synergies: logistics, high position.
on quantity supply, to diminish L . .

. costs. evel of the cooperatives/private
cooperative commercializing firms the most
level Be united for trying to important relationship

maintain a balance between coordination format.
______________________ supplyanddemand. | | ..]
(3) Vertical For better control of quality Vertical integration in the local
integration of | and safety of plants production system because of
seedling little trust to third parties.

To guarantee disposing ove
the best plants for fresh
vegetables production

producers in
cooperative

To buy for better prices.

Also the first example of the Spanish case shoasdtaptation of local production systems is ogagrr

in reaction to changing requirements coming frortemal agents. Producers and cooperatives together
with the support of regional public institutiong to adapt to and advance requirements coming fhem
global end market. This underlines the importarficeombining the analysis of local relationshipshe
study of its interdependence with extra-local esent

Also in the Spanish case, positive cluster elemem® less evident than in the Palatinate. Importan
organizational forms for inter-firm exchange seenbé¢ cooperatives. In Murcia we can observe vértica
integration on the local level as seedling prodsidezcome integrated into the cooperatives to reduce
costs and to assure quality and safety of goods.

Main players of Murcia‘s fresh vegetables busingssssed the importance of concentrating supply on
cooperative level. In recent years, various exportsortia have been founded trying to balance power
asymmetries in buyer-seller relationships. Conegintin helps to better fulfill requirements of thalwe
chain leading supermarket chains, but the supply ®@mains in a weaker position.

4.4 Summarizing discussion of the results

The examples of the three case studies PalatiBatdia-Romagna and Murcia give first insights ithe
three groups of research questions addressedsdrstindy: how fresh vegetables value chains and the
local production systems are structured and why #re organized in a certain way, and how these two
coordination formats are interrelated. By meansttef examples reported in the tables the main
theoretical concepts presented in the theory seetgovernance and power, standards and concemirati

- are addressed.
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5.

Governance and power The concepts of governance and power are veryhnmterrelated. The
guestion is who is governing the chains and why laow this governance is accomplished. In all
three case studies we can confirm that the leafiings defining and giving instructions are the
retailers. The reasons for them to go to the ex@@figoverning the chains are that they purchase
non-standardized products with very specific charistics. Relationships between buyer and seller
have to be coordinated to transmit specific infdramaand to diminish the risk of non-compliance.
Coming to the question on how governance is enfbvee have to consider the concept of power in
value chain relationships. A condition for goveroamf the chain is that someone needs to have the
coordination power to enforce instructions for otbhbain members. In the fresh vegetables value
chain the definitely most powerful actor are thghty concentrated retailers. Differences in market
power imply that profits, resources for innovatamd risk are distributed unequally in the chain.

Concentration: As we remember from the theory chapter, conctatrdas an important concept
when it comes to applying value chain approachgricalture. Concentration is associated with the
power concept explained above. The examples disglaly the tables for each case study confirm
that concentration in value chains and clusteesvsry important element. In all three cases thé hi
concentration of the main national and internaticsigpermarket chains drives concentration of
cooperatives, traders and producers. Reason isipsteam players try to balance the inequalities i
market power in the relationship to the buyer lyinty to grow and concentrate themselves.

Upgrading: Concentration, but also governance and powerfuatieermore related to resources for
innovation. Large-scale firms have better capaite conduct innovative experiments concerning
new products or packaging material, which is digvaoncentration further. The question in applying
value chain and cluster approach to agribusines®vs do firms upgrade and who is introducing
innovations in the value chain. The large superetackains do introduce new products, brands and
packaging material as we saw in the Emilia-Romagxemple and they have the power to do that
and in sense of governance to change chain codialinavhen innovations do require that. For
producers it is much more difficult to introducewnproducts into the market, since they are not in
the leading position and they need supermarkefgat to offer the products in the stores.

Risk and dependenciesAssociated with power, leading firms and govermaiscalso the question

of who is exposed to risk and how to manage rigkvdlue chain discussion it seems that only
producers are extremely exposed to risk and higklyending on their buyers. Due to the power
inequalities in the concentration levels, produ@es more dependent, because there are few retail
chains left and they are more powerful due to shesket power. Therefore for producers the risk to
lose market access is high. But according to thalt of this research also supermarkets are gettin
more dependent on their key suppliers, becausepfeducers actually have the capacity to deliver
the specific products and to fulfill the rigoroegjuirements the retail demands.

Standards: As we saw on the Palatinate example of new stanirdduction, standards are an
important category because they change organizafivalue chain relationships due to the necessity
of transmitting new information and they affect tt@mpetence of suppliers. Introduction of new
standards expose producers to the risk of not keditgyto comply with the new demands and to lose
chain access as a consequence. We can perceiva dégendency of the retailers on the capacity of
their key suppliers to fulfill their demands. Inettexample of the Palatinate, retailers exposed
themselves to the risk of remaining without produattheir stores due to the new strict quality and
safety requirements imposed on the value chain.

Conclusions

The objective of this research was to analyse thectsire of fresh vegetables value chains and local
production cluster and to discover the underlyitrgcduring mechanisms with the main goal to discuss
the possibilities for local strategies to securmpetitiveness of local producers in the global reairk

The empirical results of the three case studieswall us to identify and evaluate main drivers for
determined value chain structure as presentedertahles for the single case studies. A multipleeca
study with data collection in different culturattbegs was chosen as the appropriate researchitgehn
Results from three different regional case stutlighree countries permitted to identify a greatsrety

of variables and allows for comparison of similastand differences of the driving mechanisms Faiic
and cluster structure. There are conditions indlobal market that define a relatively similar mess
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environment for all the three regions, for instadeeall local producers have to sell to nearly $hene
buyers according to the same requirements becdube digh concentration of the largest retail olsai
Nevertheless it is interesting to observe that racsituated in different cultural environments teac
differently to the challenges of the market andt thee can find differences in local relationship
organization that influence the competitivenesthefsingle local production systems.

Regarding theory development, the study tried tiemadvancements concerning the combination of
ideas from global value chain analysis with consdpim cluster approaches to analyze European fresh
vegetables business. On a theoretical level wd tieovercome the shortcomings of both approaches:
value chain analysis doesn’t account for localdigés and cluster theory instead is only concerritgd w
the local relationship system ignoring links to teernal cluster environment. We suggest thas it i
necessary to combine insights from both approaette=sn analyzing fresh vegetables business. The
cluster approach is useful because of the locagmation and concentration of most of the Euroiszsh
vegetables production. These local production systdowever, operate in a market that is gettingemo
and more global, which means that it wouldn't beowggh considering only local linkages for
understanding competitiveness of local fresh vdgesaproducers.

The global value chain approach has proven to leéulso analyse relationship coordination and its
impact for local producers in this context, sinbe tictors of local systems have to deal with pestne
situated outside of the cluster and have to develdm-regional, national and international linkage a
European and global market. Global value chainyaimloffers very interesting insights to understand
organisation and competitiveness.

Both approaches — global value chain and clustease-very rich, considering many concepts and
variables. The problem is the applicability and ragienalization of this high variety of variablago a
practical empirical research. The present papaicigntribution in this direction.

One of the research objectives was to considerhwbiopes for local strategies there are in theajlob
fresh vegetables business. The research approdcthamualitative technique used in this studyrae
suitable to provide conclusive answers. Howevegn@ring the presented results in the tables of the
single case studies it seems that the most impgddamnat for relationship coordination is becomimgre

and more the value chain level, dissolving impdrtaaal firms out of their local context and intating
them in strictly governed direct vertical relatioiis increasing importance of value chain retahups
governed by lead firms in the chain questions thssipility of regional public and private firms and
institutions to influence the local production gystor the single producers for fostering competiiass

on a local level. For the Palatinate we can sayttiere have been positive cluster effects thatnske
vanish giving more importance to direct relatiopshin value chains. For example it is getting mamd
more complicated for the very active regional rese@nd advisory institute to influence and advlee
leading local producing firms. On the other hand @an observe in all three regions examples that
clearly show how local cooperation and engagememn fregional institutions together with local
producers and other actors to cope with new reouengs of the global market.
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