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Abstract

French food retailers are different in their structures as well as in their functioning. Supply of the products and marketing strategies have related to structure, according to independent or integrated, centralised or decentralised food retailers. This is particularly true with respect to seafood products. The case of Sole, Bass and Monkfish has been deeply analysed for the Brittany area.

This article is divided into three parts. The first part presents food retailers positioning, according to their integrated or independent structures. The second part develops supplying methods (origin, quality and supply). Then, the third part deals with comparative price analysis through the food retailers.
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The French food distribution companies are characterised by complex structures and modes of functioning. Depending on their choice, independent or integrated, centralised or decentralised, and franchised or affiliated, their strategic positions differ, notably in terms of supply, price, and marketing mix (Gouin, 2001). These different modes of positioning apply to seafood products, and especially to species such as monkfish, sole and sea bass. Being noble natural products, usually “produced” from artisanal fishing, these fish must be considered as “festive” products, in great demand from distributors. Indeed, it is basically at the end of the week that these species face the greatest demand from consumers who pay much attention to their intrinsic qualities (very few bones, easy to prepare, and particularly tasteful), as well as to the standard of quality that they represent compared to other seafood products (Galatoire, 1999). 

However, not all supermarket companies have the same approach in the design and functioning of their seafood product departments. Commercialised species, consumption areas, and prices reveal considerable differences between the different stores (Arthur and al., 2000). 

Regarding these differences, what are the competitive assets of the French food distribution companies in the field of seafood products, and more particularly concerning sole, monkfish and sea bass?

Four hypotheses have been retained to deal with the issues.

1- The choice of the channel of distribution (integrated or independent) has a real impact at the level of prices for fishermen. The increase of prices induced a significant effects concerning the strategy of exploitation and fishing behaviour.
2- The supply structures are more favourable to integrated distribution firms.

3- Thanks to their order capacities, the centralised firms may propose more attractive selling prices.

4- The decentralised companies are better positioned to put on the market species produced from artisanal fishing, and thus better able to meet local demand from consumers. 

The assessment of these hypotheses has been done through a qualitative survey, using the method of direct interview, with the different central buying offices of the French distribution firms (Carrefour and Promodès, Intermarché, Leclerc, Casino, and Cora). The survey was then completed by a study of the retail prices observed in Hyper and Supermarkets (GMS), in Rennes, Brittany.

The choice of this city constitutes a pilot test including all the companies established in the area, and also the level of consumption of seafood products, both within specialised networks (fish shops, market), and non-specialised networks. The results obtained allowed us to draw lessons from the experiences of the companies in terms of supply and operational marketing. We thus tried to show the explicative factors of the disparities observed in the retail selling prices. 

This paper is divided into three segments. The first presents the positioning of food distribution firms, depending upon their structures, either integrated or independent, centralised or decentralised. The second part focuses upon the supplies used: origin/location and quality of the products, modes of supply and storage. The third part deals with the comparative analysis of the selling prices in the different companies, and their consequences on the other marketing mix policies. 

1. The positioning of distribution companies: a contrasted approach

In France, non-specialised retailing has become a necessary stage in the commercialisation of food products. This is also true in the case of seafood products, for which purchases from households represent 67% in fresh fish, and 78% in frozen fish (Secodip, 2000). 

Yet, this market share is not the same in all distribution companies. Indeed, the mode of functioning of GMS (Hyper and Supermarkets) displays significant differences depending on their strategic and commercial approaches (Barrey, 2000). The French distribution firms present two types of positioning: the integrated and the independents, both being either centralised or decentralised. 

1.1 The integrated firms.

Most of the French distribution companies are among the integrated firms: Carrefour, Auchan, Casino, and Cora. Yet, these brands do not all work the same way, and some of them are extensively centralised. Take the case of Carrefour which, in ten years, evolved from a decentralised model to a very centralised model. Its different takeovers of other companies (Euromarché, Montlaur, Promodès, and Les Comptoirs Modernes), led the group to adopt a TAC supply management (Tronc d’Assortissement en Commun – common assortment structure - , divided into 9 areas), and then a TAN (Tronc d’Assortiment National – national assortment structure - , represented by a main buying office). 

This way of functioning obliges the Carrefour Group to centralise its suppliers, orders, and in some ways to homogenise the stocks displayed in the store, without always taking into account the regional disparities. 

For the other firms, the modes of functioning are more decentralised. Auchan, Casino (including Monoprix and Prisunic), and Cora have a certain degree of freedom in the selection of seafood products, and in the merchandising policy of their stores. Their regional buying offices can make their stock according to fishing areas, and depending on the needs of demand. 

1.2 The independents firms.

Today, independents are grouped within two firms: Intermarché and Leclerc (including System U). Intermarché groups are positioned as centralised independents, practising the integration strategy (they are both ship owners and in charge of the processing of seafood products, either fresh, canned, or frozen). This firm is deeply involved in the seafood sector. This “hybrid” approach enables the group to control its “raw material”, its brands, and selling prices (Marescotti, 1999). 

Finally, the Leclerc group works as an independent and according to a decentralised model. As with Intermarché groups, Leclerc members own their stores. This company offers freedom in the choice of suppliers, stocks, and prices. However, though this policy offers a certain number of competitive assets, it may sometimes prevent the homogenisation of the stalls, as well as a mass management able to offer competitive prices. 

As we can observe, the contrasted ways of positioning bring a kind of commercial pluralism leading to diverse strengths and weaknesses depending on the firms concerned (chart 1). 

Chart 1: Positioning of distribution companies in the field of seafood products


Carrefour
Promodès
Intermarché
Leclerc
Casino 
Cora

Current situation







Buying offices
6 buying offices

9 buyers
6 platforms
8 Scamer bases (including 1 in Spain and 1 in Portugal)


14 offices  

4 buyers in auction rooms
6 offices 

1 person in charge of purchasing 
1 office

Stores
134 stores

1039 supermarkets (Champion)
87 hypermarkets (Continent)
1661 supermarkets
384 hypermarkets

122 supermarkets
110 hypermarkets

416 supermarkets
59 hypermarkets

Suppliers
289 suppliers among which 100 in direct

25 vessels, 4 firms, 30% of the fishing to members, 70% of the fishing at auction rooms

80 suppliers for Brittany
139 suppliers for all the stores

Brittany central office
Arnage (Le Mans)

Scamer (Lorient)
Scapmarée -Rungis (cooperative model)
Lanester (Lorient)
No office

(1 test platform at the national level)

Store management
Supermarkets:  stock managers

Hypers: manager 




Minimum order of 80 kg per store with the buying office 

and/or direct purchase 
Minimum order of 30 kg per store with the office
Direct purchase (autonomous supply)

References
10 national references 

Discounts 2 months in advance (control of the stock)
Discounts 2 months in advance (the office refuses discount sales if the store places late orders).
Stores managers are sanctioned if there is no purchase through the office
Depends on the choice of the store manager

Perspectives







Supplies
Partnership with ship owners
Globalisation of transports with Carrefour

(Turnover: 30% prawns and salmon)
Quality charter: a maximum of 7 days spent at sea, work onboard 
The establishment in Poland constitutes a « second France » for the group (supply, sale networks)
Direct purchase for certain less common products only
Grouping the purchase with Casino (From the  “Opéra” buying office)


Development of aquaculture
(Same policy as with Carrefour)
Development of aquaculture and communication on the “product from the wild”
Development of quality and traceability.

Rationalisation of supplies
Rationalisation of supplies


Merchandising
Children range

Meal solutions (1 filet, 1 sauce, 1 vegetable in Clingfilm (6 different products that can be prepared with microwaves ovens)


Exotic varieties (adults)

Breaded (children)
2 major brands: Pétrel (wild), Gulf Stream (aquaculture)
Thematic department




Consumption areas
New establishment programmes
« Marking out » of the department
Personalised department
Consumption area
Consumption area

Source: surveys, 2001.

2. Supply organisation

2.1. Origin and quality of the products


We study and compare the selling prices of sole, monkfish, and sea bass, the location of the product, its “wild” or “aquaculture” origin, and the fishing techniques used. These are major factors that must be taken into account in the global price analysis (Charles, 2000) (Chart 2). 

Chart 2: Origin of the species, and their market shares in the different distribution companies

Bass
Sole
Monkfish

Leclerc
- Few, or even no farmed fish

- The origin is not very well defined when the fish come from the buying office


- Sole basically fished in the English Channel





- % of total sales: 2 %
- % of total sales:  3 %
- % of total sales:  5 %

Intermarché
- Most of the time from aquaculture

- “ No ” line seabass






- Loss rate:  10 %
- % of total sales:  4 %
- Loss rate near 0

- % of total sales:  8 %
- Loss rate near 0

- % of total sales:  10 %

Carrefour
- The type of seabass depends upon the clientele


- Dutch sole mainly
- Monkfish from Brittany and Scotland

- U.S. monkfish by default



Cora
- Trawled in the worst case, line caught if possible


- Imported sole (England, Netherlands)

 + French sole  “ small boats ”





- % of total sales:  8 %

- % of total sales:  10 %

Casino
- Basically trawled seabass

- Aquaculture seabass in 

90 % of the discounts

- Line seabass for targeted clientele
French sole “ small boats ”

- English and Dutch sole for discounts


- Monkfish basically from Brittany




- Duration on the stall: 1-2 days
- Duration on the stall: 3-4 days max.
- Duration on the stall: 2-3 days max.

Source: Surveys, 2001.

2.2. Supplies in buying offices and stores

Carrefour

The supply of fresh products in the Breton Carrefour stores is mainly operated from the platform of Arnage, near Le Mans. Six regional platforms of this type exist in France. This structure buys products in fishing ports, from the regions of Brittany, Vendée, and also in quite significant quantities from the cities of Boulogne and Rouen. In reality, the management of orders is not directly conducted at the regional level. Actually, orders are placed by the stores via a computer network located in Evry, near Paris, which centralises all the information. Nine buyers are thus present to work with the 134 partner stores. From then on, the national buying office in Evry forwards the information to the different platforms of the group, which in turn manage the purchases, and supply the different points of sale of the group. The national buying office has 289 different suppliers (wholesale merchants). Yet, only a hundred of them make 90% of the purchases. For this type of supply, the selling price of fish is negotiated at the national level.

On the contrary, each store is free to have recourse to independent suppliers, for less common species, which rarely pass in transit through the buying office. This direct type of supply with a local wholesaler is only possible for a harbour distant to a maximum of 60 km from the point of sale. The department manager can thus negotiate the prices with the wholesaler, considering the prices currently observed. 

Casino

Casino organises the management of seafood products on a decentralised and regionalized principle. Yet, a central service in charge of all financial transactions is established in Saint Etienne. Six buying offices, corresponding to 6 distinct regions, are thus scattered throughout the French territory. All of them work in night flow, except for the office of Lanester, which operates during the day. Generally speaking, the logistics implemented is operated in a straight flow. Indeed, fish bought in the morning at the auction room in Lorient will be displayed 24 hours later in all the different stores of the south of France. In any case, the products that transit through the buying office are exclusively destined for Casino points of sales. In the future, the rapprochement already initiated between Casino and Cora, might be extended with the creation of the common buying office “Opéra” in Paris.

The supply of the Lanester platform is comprised of 95% of products from Brittany. The buying office almost never works with the port of Boulogne, except for a few imported products. Two reasons can explain this situation:

· On the one hand, the quality of the fish is better in Brittany than in Boulogne (processing, filleting, freshness…).

· On the other hand, the supply from Boulogne inevitably means an additional delay of one day in the delivery. 

The buying office negotiates exclusively with wholesale merchants (or producers for aquaculture fish). For the sole region of Brittany, 80 different suppliers are in contact with the office. The sole delivered to the stores comes mainly from “small boats”. The Dutch, or English sole is for discount offers. The monkfish bought in Brittany constitutes the greatest tonnage for the species studied. Depending on the stores, their clientele, and the day of sale, seabass may be either lined or trawled. 

The different prices proposed by suppliers are communicated via Intranet in the morning. The person responsible for purchases analyses these prices for each species that he may order, then chooses his supplier according to the price, and also takes into account his reputation and the way he usually works. In order to have an idea of their position compared to their competitors, certain suppliers will telephone, and decide whether or not to reduce their prices. Then, the stores place their orders to the buying office, indicating the species and quantities they want. The purchase manager makes the synthesis of the orders placed in the region, and forwards this information to the suppliers, who know the quantities they will have to buy at the auction room, the day after.

The expenses generated by the buying office are exclusively linked to the logistic operations. In addition, since the platform works in a straight flow, there is no stock in the absence of anomalies in the sets received. The transport of the goods, operated by Casino-owned lorries, is “coupled” with other fresh products, thus enabling the company to reduce the transportation cost. 

Generally speaking, in Brittany, transportation costs 1 franc per kilogram. Road transport between Landivisiau and Rennes costs 0.40 F/kg. In Lanester, the goods are delivered before 12:30 pm, and before 14:00 pm in Landivisiau (second regional site). Indeed, the objective is to deliver to all the stores before they open the next morning. Before the goods arrive at the platform, probing controls of quality are carried out in Landivisiau. 

All payments are made at the head office in Saint Etienne. Yet, the method differs depending on the way of transit of the goods, either via the buying office, or through a direct supplier. In French, the invoicing system adopted by the company is called “D.O.D.C” (Détail des Opérations de Débits et de Crédits
). 

There is no strict obligation for these stores to pass systematically through the intermediary of the buying office, though a veto might be put if the stores refuse its services too often. In theory, direct supply must be considered as an “emergency” solution, or reserved for certain less common products, such as the John Dory. In addition, this allows for supplying at the point of sale on Monday, since it is not delivered by the office. Finally, direct supply requires a minimum order of 30 kg. 

Unlike supply through the buying office, the invoices that correspond to this mode of order go through the stores first, before they are sent to Saint Etienne. 

Cora

Unlike the distribution companies studied above, in Cora, supply is exclusively direct. Yet, a test platform at the national level has been set up for 3 of the 59 Cora stores. In the future, this mode of supply will certainly be considered. 

In Brittany, the specificity of Cora stores is that they do not work with a buying office. They make the totality of their supplies autonomously. Being mainly established in eastern France (only two stores in Brittany, in Rennes, and in Saint Malo), the absence of a buying office in Brittany is quite logic. In addition, this geographical specificity justifies that supply operations are essentially led in Boulogne, Granville, and Cherbourg. Yet, in the Rennes store, the seafood department manager favours supply from Breton harbours (Saint Malo, Concarneau and Lorient). 

The intermediaries working between fishermen and the store belong to two categories: depending on the product range, they may be either retailers (Amehasle) or wholesale fish merchants. Wholesale merchants are in charge of the logistics. As a result, the stores work in “final price”, i.e. including all logistic costs. 

2.2.2. The independents

Leclerc

As far as Leclerc points of sale are concerned, the department manager decides whether or not to go through the buying office for supply. Being independent stores, they have the freedom to choose their modes of supply. The buying office’s job thus consists in convincing the stores to stock up with fish at the office. There are 13 of these regional buying offices in France, covering the whole territory. For instance, the “Scapmarée” buys products at auction rooms, without passing through Rungis National Market, and thus supplies the stores directly. Therefore, the number of intermediaries is relatively limited (boats ( auction room ( Scapmarée ( stores). 

Four Leclerc buyers work at the auction rooms. Orders are placed in the evening by Fax/Minitel to all the points of sales. The stores must order a minimum quantity of 80kg, if they go through the office. A specificity of the functioning of the office is that all the stores will buy a given product at the same price, whatever the distance from the buying office. Other companies integrate the real cost of logistic operations, which corresponds to effectively done travel. The auction rooms working in partnership with the buying office are Boulogne for the sole, Cherbourg, Concarneau (for the John Dory), St Jean de Luz, and Sète. Sole is basically harvested in the English Channel, and Dutch fishermen remain the “specialists” of this product. Quotas might be established for this species soon. A minimum of 400 to 500 tons transit through the office every year. This fish always comes from auction rooms, and there is no direct transfer from the ships to Scapmarée. The purpose of this “passage” is to maintain quality control that is carried out during the “agreyage”. This last, together with the auction room tax and packaging, constitutes the first increase in the price of the fish: it is the “prestation price”. The buying office Scapmarée deducts an additional margin, corresponding to its exploitation cost. The office’s objective, which works on a cooperative model does not consist in making a profit: indeed, at the end of the fiscal year its result is nil. Of course, a margin is deducted from the price of fish in order to make certain investments. The products which come from the office are exclusively destined for Leclerc points of sale, and soon those of System U. A 7% margin is deducted by the office and corresponds to the financial costs of its functioning. 

Regarding quality, Leclerc intends to be irreproachable. Further to the preliminary control carried out at the auction room, a second control is made on arrival at the buying office. Reacting to the negative image of aquaculture seabass, the supply of this product from Turkey and Greece had been reduced by 70%. At present, the group limits this sale. Regarding traceability, the location of the fish is clearly indicated during discount sales. As far as these last are concerned, each store places a pre-order at the level of the buying office, which has to manage the prices and quantities two months in advance. If the store does not go through the office, thinking that a better price is available with another supplier, and if there is no fish to sell during the discount sale, the office will not supply the store. Scapmarée supplies 80 percent of the stores. 

Intermarché

As with Carrefour, Leclerc and Casino, the Intermarché stores are basically supplied by a buying office: Scamer. The Mousquetaire’s vessels not only profit Intermarché, but also supply other structures. Indeed, only 30% of the volume landed from trawlers supplies these stores. This figure, heterogeneous depending on species, is increasing. The remaining 70% are sold either at the auction room, or by phone to other suppliers, even before the goods are landed. The proportion of auction sales and anticipated sales varies with prices. In the case of strong demand, auction room sales are quite significant. Conversely, if demand is low, the goods will be destined for other suppliers, such as wholesale merchants. Concerning the supply of the stores, 70% of the Intermarché points of sales, i.e. about 1,200 stores, remain loyal to Scamer. 

3. Comparative analysis of the prices per distribution firm, and commercial policies. 

3.1. Price policies.

The prices observed in the Rennes GMS allowed us to check the disparities that exist between the different companies (Chart 3). The prices displayed hereafter indicate the mean price during the months of February and March 2001. 

Chart 3: Comparison between the selling prices of the distribution firms in Rennes. 


Sole
Sea bass
Monkfish

Intermarché

“ Les longs champs ”
Portion sole 

St-Gilles
119.90 F/kg

French monkfish

119.90 F/kg



E.Leclerc

(Cleunay - Rennes)
Sole in filet

128.90 F/kg
No sea bass for three weeks


Champion

(Bourg-L’evêque / Rennes)
Big sole

108 F/kg
Trawled sea bass

Normandy

99.90 F/kg
Monkfish from 

Le Guilvinec

99.90 F/kg

Super U

(Rennes)


Sole “ small boats »:               

Filet: 128 F/kg

Portion: 108 F/kg

Monkfish

Douarnenez

118 F/kg

INNO

(Rennes)
Netherlands sole 

169.90 F/kg
Line sea bass

119.90 F/kg
Breton monkfish:

159.90 F/kg

Carrefour Centre-Alma

(Rennes)
Portion sole 

129.50 F/kg
Pelagic sea bass

89 F/kg
Monkfish:

129 F/kg

E. Leclerc

(Saint-Grégoire)
“ Big ” sole:

139.90 F/kg
Trawled sea bass

France:

99.90 F/kg
Medium monkfish:

139.90 F/kg

Cora

(Pacé)
France sole 

(Medium-sized):

129.90 F/kg
Trawled sea bass:

99.90 F/kg
France monkfish

139.90 F/kg

Géant

(Saint-Grégoire)
Sole  (size 4)

139.90 F/kg
Trawled sea bass:

99.90 F/kg
Monkfish:

119.90 F/kg

Carrefour

Cesson
France sole 

(Medium-sized):

129 F/kg
Sea bass 

 “ Pêcheries océanes ” : 89 F/kg
France monkfish

129 F/kg

Source: surveys, 2001.

However, several major trends can be observed. Due to its policy of integration of the upstream segment of the fishing industry, the Group Intermarché appears to have more freedom to set its prices. Overall, the prices proposed by the Mousquetaires are among the lowest of the market. 

As a result, the other firms will have to conform to these prices if they wish to remain competitive (Saada and Valentin, 1998). This is the reason why Super U and Champion are also in a good position. Conversely, Inno differentiates itself considerably with high prices. Belonging to the Group Monoprix, this store has a quite well-off clientele, and the position of a “top range” store. Between these two poles, compared to its competitors Casino and Cora, Carrefour proposes more reasonable prices. In addition, the price of the species is the same whatever the store. The case of Leclerc is quite specific. Indeed, this group proposes a relatively significant price on these species. In reality, according to the additional information found in the store, and referring to the grading communicated by a department manager, Leclerc generally proposes prices similar to those of Carrefour. 

3.2. Margins of the different firms.

Carrefour

Being very efficient in marketing the fish product, Carrefour has to make serious efforts regarding the quality of the department. In addition, its turnover is better in hypermarkets than in supermarkets. With Carrefour, the fish department remains an “image department”.  It is thus advisable to pay attention to its global appearance, and be innovative in order to avoid the standardisation and “trite appearance” of the whole seafood department.

The calculation of the margins must take into account various criteria. First, the water loss of the fish, as well as its “loss rate” will allow for the evaluation of a margin above the real margin. We consider that the loss rate of the different products is between 3 and 6%. By taking into account these two criteria, the department manager will be able to calculate his selling price, including a 10% added to the margin he effectively intends to have. Besides, this margin will considerably depend on the current prices. In the case of discount sales, the prices and thus the calculation of the margins must be simulated 1 or 2 months before the sale due to the delays required to publish the advertising leaflets in advance. In addition, the margins obtained during discount sales are much lower, around 5 to 10%. Seafood product consumers rarely come to the department to find a determined species. They basically take advantage of the current discounts, in the way that these offers “cannibalise” the rest of the seafood stall. 

In supermarkets, the company, through the intermediary of buying offices, usually sets the recommended selling prices for each of the species displayed in the department (department managers). In hypermarkets, the department manager has more freedom to set the prices. 

As a whole, the margins observed for seafood products are as follows:

· Supermarket margin: 25% (Continent) / 30% (Carrefour)

· Hypermarket margin: 25% (Continent) / 30% (Carrefour)

Due to their wholesaler position, as already mentioned for the ex-company Promodès, the distribution of the margins will differ from that of Les Comptoirs Modernes:

PROMODES: buying price ( wholesaler margin ( store margin ( selling price





       ~ 10-15 %

  ~ 15 %

COMPTOIRS:  buying price ( store margin + logistic cost ( selling price







~ 25 - 30 %

The mean margin rate applied on these products is around 25 to 30%. However, the margin remains lower on top range products. 


Sole
Sea Bass
Monkfish 

Buying price to suppliers (exclusive of VAT)
~ 80 F
~ 45 F
~ 90 F

Price inclusive of tax
84.4 F
47.5 F
95 F

Selling price
139 F
89 F
129 F

Margin (F)
54.6
41.5
34

Margin (%)
39
47
26

The important role of marketing in the field of seafood products is becoming more and more clear. The development of self-service can only occur to the detriment of the “traditional department”. Though self-service sales seem to generate a constantly growing turnover, as well as a real cost efficiency, we must keep in mind that its support comes from the traditional seafood department. In the “absence” of this last, the self-service sales would undoubtedly drop. Finally, the species sold vary considerably from one day to another. 

Casino 

The cost efficiency of the seafood product department is not always obvious in the store. Yet, due to its strong positive image, it is clear that it is difficult to get along without this department. In terms of turnover, it represents only 2 to 3% of the total food sales of the store. The current trend observed in self-service packaged fresh products cannot supplant the entire fresh fish. At present, in terms of turnover, self-service (fresh and packaged) represents 15 to 20 % of the seafood products department. In the store, the seafood manager is not in charge of “smoked seafood products”. Yet, the bringing together of these different products in order to create a global seafood consumption area is being studied. The margin generated by the stores on fish is comprised of between 18 and 25%.

The mean loss rate of the seafood product department is about 3%. It seems to be more profitable for the group to sell low range species rather than top range species. Besides, the risk regarding these specific products is naturally more significant. The proportion of the turnover generated by the seafood department, compared with other activities of stores such as those studied in Rennes can be defined as follows:

· Turnover (seafood dep.) = 2% of the store’s global turnover

· Turnover (seafood dep.) = 4% of the store’s total food sales

· Turnover (seafood dep.) = 10-12% of the store’s sales in fresh processed products. 

Regarding the species studies in this paper, the margins obtained during discount sales are quite low, about 0 to 10%.

Cora

On average, Cora stores present a 5% “loss rate”. Here, it is around 3-4%. In the beginning of the year, the policy was to reach a minimum loss rate, but the store was frequently out of stock. Losses are quite low, especially because the products can be “re-processed”, notably in the form of packaging.

The margin of the department is more significant during the first six months. In December, due to the larger volumes, certain products are sold with margins below 10%. On average, the department targets a 20% margin for the totality of the products. The margin obtained with “sole in filet” is usually much more important than that obtained with the small sole. Sometimes, the “filet sole” can even be purchased cheaper than smaller ones. The buying price of the products is a “final price”. Transportation costs are paid by the supplier. 

Leclerc

Every month, the loss rate is about 2 to 3%. In addition, the mean turnover of the seafood department represents 2 to 3% of the store’s global turnover. The mean “life expectancy” of the product in the department does not exceed 2 to 3 days. 

The margins obtained by the two stores of Rennes vary considerably. On average, the recommended margin per store is 25%. One of the specificities of this company, related to its low price policy, consists of having nil margins on discount products. Conversely, counter-discounts are set in order to compensate for the margin losses generated by discount offers. They concern the products the department manager obtained at a low price, but which are sold at a normal price, thus allowing for significant profit. 

Leclerc in St Grégoire St G
Sole
Sea Bass
Monkfish

Buying price paid by the store
95 F

(Portion sole)
47 F
57 F

Price inclusive of tax
100.2 
49.6
60.1

Selling price
139.90
89.90
119.90

Margin (F)
39.7
40.3
59.8

Margin (%)
28.4
44.8
49.9

Leclerc in Cleunay
Sole
Sea Bass
Monkfish 

Buying price paid to suppliers (excl. of VAT)
Size100-200

85 F
Line sea bass

56.80 F
Monkfish from St-Quay

90 F

Price inclusive of VAT

(VAT = 5.5 %)
89.7 F
59.90 F
94.95 F

Selling price
128.90 F
89.90 F
98.90 F

Margin (F)
39.2
30
3.95

Margin (%)
30
33
4

Intermarché

In these stores, the quota, i.e. the ratio (Seafood turnover/Total store’s turnover), increased from 0.8 to 2% in a few years. Today, the objective is a 4% quota. The margin rate recommended by the Mousquetaire Group is between 25 and 30%. Generally speaking, the margin obtained with fish is more important with “little elaborated” products. In periods of discount sales, the margins are quite low but never nil (5 to 15%). Counter-discounts with margins up to 35-40% will allow for compensating these low margins. Finally, the loss rate is about 3-4%.

3.3. Commercial policies of the distribution companies.

If we look closer at the practices of the different firms in the seafood sector, and if we make a synthesis of the information we have concerning the supply structures and the setting of prices, it is clear that each company has a different approach to the “fishing industry”, which results in heterogeneous commercial policies (Gouin and Fady, 2000).

3.3.1. Policies led by the “integrated”.

Carrefour’s commercial policy

The centralisation programme which has been set by the Carrefour since 1995, led the company to reduce the autonomy of its stores, and increase management at the national level. As a result, in terms of supply, the buying offices acquired a significant importance, and the stores have the quasi-obligation to work with these platforms. The effects of this centralisation are also perceptible at the level of the stores, which are all arranged in the same way, with the same “gondola systems” in the seafood departments. This programme of “horizontal concentration” can be opposed to the programme of  “vertical concentration” that was initiated by Intermarché a few years ago. 

Thus, another desire of Carrefour was not to invest in the upstream segment of the sector. In terms of fishing, Carrefour’s conception of traceability ends at the auction room. Everything that concerns directly the fishing activity is not important. The BQM brand (Bretagne Qualité Mer) was the first to attempt to set up fishing rules. Yet, the absence of a willingness from the professionals resulted in the fact that BQM does not represent much for Carrefour. The firm prefers its own brand “Filière Qualité Carrefour”. 

This last is controlled by a number of requirements, comprised of three major chapters dealing with:

· Environment

· Food

· Economics

In terms of commercial policy, one of Carrefour’s major trends consists in developing aquaculture. The company is working on the different leads that concern farmed-fish. From now on, the firm prefers to communicate about this mode of production in order to reassure the consumer, and anticipate the year 2002, when the location of the products will have to be mentioned. 

Another type of development, which goes beyond the species studied, consists in creating “package meal solutions”. Carrefour wishes to develop a new concept of innovative products made from fish. The “package meal solution”, made of raw fish, sauces, and vegetables, would be displayed within each department of the store, thus becoming a self-service “ready made” product. Six references have been planned for the commercial launching of the programme, and the products will have the following characteristics:

· They will be different from smoked products, thanks to the enhancement of their qualitative nature;

· “Best before” dates will be adapted;

· They will contain no preservatives.

Casino’s commercial policy

Thanks to regional supply, their commercial policy is based on a quality initiative of seafood products. Yet, for this company emphasis is also put on some national discount campaigns. The merchandising of seafood products basically depends on the dynamism of the department manager. This person usually has an additional stock made from direct orders. As with Cora, the commercial policy is based on geo-marketing (study of the proximity clientele, the average housewife’s shopping basket, demand expectancies…).

At term, the Group Casino will rationalise its stocks and discounts with Cora, from the “super referencing buying office” of Opéra.

Cora’s commercial policy.

Regarding the quality of fish, this firm created the brand “Terre et Saveur” for aquaculture products, as well on the EDO brand (Engagement De l’Origine – location of origin guaranteed), defined according to a number of requirements.  The location of the fish is systematically indicated. 

The group’s policy focuses upon geo-merchandising, i.e. defined according to the clientele that lives in the “primary area” (proximity clientele). The assortment of fresh products highlights the standards “small boat”, “line fishing”, and “Bretagne Qualité Mer”. As a result, assortment is basically carried out with only a few suppliers. 

Discount campaigns are planned at three levels: 

· National discounts, defined every six months on basic products. A common supplier is selected for all stores. 

· Regional discounts, defined every month, being optional. 

· Discounts organised internally, within the store. They are directly determined with suppliers and generally implemented once a week.

In the future, the company intends to set up a buying office allowing for the optimisation of supplies and the homogenisation of its departments. 

3.3.2. Policies led by the “independents”. 

Leclerc’s commercial policy

In order to promote these three species, and more generally the whole seafood department, Leclerc organises its sale policy as follows:

· During discount campaigns, the policy of the group consists in applying nil margins to all products. As a result, the firm can be extremely competitive in terms of price. 

· The creation of a “seafood product area”, grouping the fish, smoked products, and frozen products within the same area.

In addition to these major commercial choices, Leclerc is currently thinking of a better rationalisation of its supplies. 

Intermarché’s commercial policy

Intermarché differs from the other companies due to its atypical desire to integrate the upstream segment of the “seafood product” industry to its primary function: the commercialisation of products. This remarkable and original strategy results from the desire to preserve the firm’s independence, and to favour the importance of seafood products in their commercial policies. This integration also allowed the company to better control the sector, and acquire a deeper knowledge of the fishing activities, unlike many other competing companies. Being aware of its assets, the group now wishes to yield a profit from this knowledge by creating three umbrella brands, peculiar to the firm, thus allowing the sector for maximum traceability. 

The “Odyssée” brand refers to fresh elaborated products, canned and frozen products, and bets on its development according to criteria of convenience and innovation of the products.

The “Gulf Stream” brand refers to all aquaculture fish. It must respect a number of requirements, and guarantees a quality production that preserves the environment. The slogan is “La mer est notre culture”: “the sea is our culture”. Communication and advertising are extensively developed for this brand. 

Finally, the “Pétrel” brand refers to “extra-fresh” products, and concerns fresh fish landed by Intermarché vessels, or partner boats. Its associated slogan is “Le poisson à l’état naturel”: roughly “natural fish from the wild”. This brand guarantees:

· Maximum freshness

· Fish caught from the wild

· Control of the refrigeration process

· A controlled origin and location

A “Pétrel Quality” charter is being prepared in order to determine the characteristics of the fish sold under this brand. It notably states that landings should not exceed 7 days, and fish will stay a maximum of one day on the stall. Beyond this limit, the fish can still be sold, but will not be associated to the “Pétrel” brand. 

Undoubtedly, the power of Intermarché comes from its position of being ship owners. In terms of commercial policies, the company may thus propose very low prices, notably during discount campaigns. Indeed, before these periods, the firm will harvest quantities of a given species in order to be in a position of quasi monopoly. As a result, the competing firms will have to pay more for the species if they wish to stock up. 

An opposite effect of this integration may appear if Intermarché commits too far in this way. Indeed, if the company decides to reinforce its fleet excessively, notably by purchasing Furic vessels, the entire south Brittany will depend on its ships. The other firms will probably refuse to buy the totality of their goods from a competing firm, and thus may find suppliers in another region. In such a situation, the sole outlets of Intermarché would be their own points of sales. Yet, we know for a fact that this type of commercialisation does not represent a majority outlet for fishing products (Charles and Boude, 2001). 

Conclusion

Compared to other raw products (poultry, meat, fruits and vegetables), seafood products show certain backwardness (Sylvander and Lassaut, 1993). Most ranges of seafood products suffer from a lack of segmentation through labels and official indicators of quality (Boude and Charles, 2000). They appear relatively poor in terms of reassurance (date of fishing, location of origin: from the wild or aquaculture, area of capture…). Up to now, few actors have proposed a brand policy, or developed a communication programme based upon a modern image. In the same way, nothing has been done to get rid of the generic image of seafood products, usually synonymous with low added value (Charles and Paquotte, 1999).

Yet, a certain number of food distribution firms are more concerned with a marketing strategy based upon a coherent mix. Through its policy of integration, Intermarché is initiating a real “openness step” in its brands (Pétrel, Gulf Stream and Odysée). In a different way, Carrefour bases its future upon scale economies generated by the extensive centralisation of its stores, by the products of aquaculture, and by a more conceptualised commercial initiative (package meal solutions, consumption areas in the stores…). 

The other firms, such as Leclerc, Casino, and Cora suffer more from a lack of rationalisation in the purchases made by the member stores. Due to the strong decentralisation of these firms, a long-term policy seems to be difficult to implement. The grouping together of purchases between Casino and Cora should lead to a better seafood products policy. It could be the same if Intermarché and Leclerc grouped together. 

In some ways, the integrated and centralised companies take better advantage of the marketing of the products. The prices appear basically more competitive. Yet, the products proposed by these companies are more generic, and serve as introductory products. For the other decentralised firms, the assortment of products is larger since it is more the result of the department manager’s initiative. Direct purchase usually allows for better quality and more enhanced image (small boats). However, the future seems to confirm that food distribution companies will favour a more centralised supply policy, based on a more homogenised product assortment. Now, this may also result in the “generisation” of the seafood department, which up to now owes the greatest part of its strength to the diversification of species. A commercial initiative based upon a strong brand policy, and a relevant “out of media” communication would allow the energizing of seafood products sales. Intermarché understood perfectly the process, though other companies are a bit more cautious. Yet, in the future, they may have to follow the steps of the leading firm. 

This study marks the first foundation stone of the supply organisation, and price policy of certain seafood products, which in some ways is transferable to other European distribution companies. It is currently going on in all hyper and supermarkets of Brittany. In the next paper, the study will allow us to complete the first conclusions and improve the commercial approaches of the different French food retailers concerning seafood products. 
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