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IssuesIssues

•• What factors determine demand (or What factors determine demand (or 
willingness to pay) for the two alternative willingness to pay) for the two alternative 
uses?uses?

•• Should we do something about the current Should we do something about the current 
status?status?
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Would you like to 
eat this fish, or…

…have it converted 
to this fish?



Simplified value chainsSimplified value chains
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Supply and demand side Supply and demand side 
determinants of usedeterminants of use
•• Feed ingredients Feed ingredients -- fishmeal and fishoilfishmeal and fishoil

–– Processing costsProcessing costs

–– Transportation & storage costsTransportation & storage costs

–– Biological & economic substitution opportunities in Biological & economic substitution opportunities in 
animal & fish feedsanimal & fish feeds

–– ConsumersConsumers’’ willingness to pay for final animal/fish willingness to pay for final animal/fish 
products with different fishmeal/fishoil inclusion ratesproducts with different fishmeal/fishoil inclusion rates

•• Food for direct human consumptionFood for direct human consumption

–– Processing costsProcessing costs

–– Transportation & storage costsTransportation & storage costs

–– ConsumersConsumers’’ willingness to pay for final productswillingness to pay for final products
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Determinants of consumersDeterminants of consumers’’
willingness to paywillingness to pay

•• IncomeIncome

•• TasteTaste

•• TextureTexture

•• Health benefits (perceived or real)Health benefits (perceived or real)

•• StatusStatus
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Market for pelagic fish for feed Market for pelagic fish for feed 
(fishmeal and fishoil)(fishmeal and fishoil)
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Market for pelagic fish for foodMarket for pelagic fish for food

77

Price (Euro /kg)

Quantity 
(tonnes)

Supplyfeed

Demandfeed

Supplyfood

Demandfood

QfeedQfood

Pfood
Pfeed



Examples of Examples of ‘‘feedfeed’’ and and ‘‘foodfood’’
pelagic speciespelagic species

•• FeedFeed

–– AnchovetaAnchoveta

–– Blue whitingBlue whiting

•• FoodFood

–– MackerelMackerel

–– HerringHerring
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Global welfare gains from Global welfare gains from 
shifting from feed to food?shifting from feed to food?

•• Reduce malnutrition among poor people?Reduce malnutrition among poor people?

•• Improve income of fishers?Improve income of fishers?

•• A shift from feed to food would require A shift from feed to food would require 
both supply and demand side measures both supply and demand side measures 
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Supply and demand side measures Supply and demand side measures 
to shift from feed to foodto shift from feed to food

•• Innovation and investments in fishing, Innovation and investments in fishing, 
processing, transportation and storage processing, transportation and storage 
technologies to lower supply chain costtechnologies to lower supply chain cost

•• Improve taste, texture, visual Improve taste, texture, visual 
attractiveness of food productsattractiveness of food products

•• Generic promotion of food products and Generic promotion of food products and 
their benefits to targeted consumerstheir benefits to targeted consumers
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Is there a role for governments?Is there a role for governments?

•• Value chains with private agents distribute Value chains with private agents distribute 
pelagic fish as fishmeal&oil instead of food pelagic fish as fishmeal&oil instead of food 
because they earn higher profitsbecause they earn higher profits

•• If private agents expect higher future If private agents expect higher future 
economic returns from shifting to food economic returns from shifting to food 
products they should invest in R&D and products they should invest in R&D and 
capital equipmentcapital equipment
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Is there a role for governments?Is there a role for governments?
•• Economic risksEconomic risks and and public good problems public good problems 
may lead to private undermay lead to private under--investmentinvestment

•• Economic risksEconomic risks

–– Food products aimed at poor, volatile markets Food products aimed at poor, volatile markets 
vs feed products aimed at rich, stable marketsvs feed products aimed at rich, stable markets

–– Inherent risks in R&D and large capital Inherent risks in R&D and large capital 
investment projectsinvestment projects

•• Public goods problemsPublic goods problems

–– Protect innovations (R&D) from competitorsProtect innovations (R&D) from competitors

–– Private returns on promotion of food productsPrivate returns on promotion of food products
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The case of Peruvian AnchovyThe case of Peruvian Anchovy
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Recommendations for a Recommendations for a 
pragmatic approach to pragmatic approach to ‘‘food food 
conversionconversion’’??
•• Examine critically the Examine critically the 
biological challenges biological challenges 
associated with the associated with the 
particular species both on particular species both on 
the supply and demand sidethe supply and demand side

•• Understand economic risks Understand economic risks 
and market failuresand market failures

•• Remember that poor people Remember that poor people 
also have taste buds!also have taste buds!
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