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1. Introduction

The baltfood INTERREG project provides a platform for the food industry of the BSR. The
underlying question for work package 5 was to identify and analyze the makeup of the industry
in the region. To do so, an approach from a cluster perspective was chosen. This perspective
sets the goal to identify and describe the core regions of sub branches of the food industry and
how they relate to each other. The cluster approach follows a simple agglomeration concept.
The frequently used concepts of interrelatedness however are only hinted at where applicable.
The main focus is on observed statistical agglomerations and how the sum of the BSR regions
in the food industry looks like.

In order to achieve the best possible mapping of clusters in the region a twofold approach was
chosen. First, we looked at the BSR from a macroeconomic angle with statistical aggregations,
and second, we examined a micro economic view with aggregations of single companies.
These two view points led to a diversified view on the food industry in the BSR, always
remembering the limits of each analytical approach.

For detailed information on the companies in focus, please visit www.baltfood.org and search
for the mapping application that shows the locations of the researched companies.

For inquiries on the database, comments and questions on this report, please write us an email
to info@baltfood.org.



http://www.baltfood.org/
mailto:info@baltfood.org
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2. Methodology

This study follows a practical approach in relation to the availability of data and the necessity to
group and categorize data according to European wide classifications. In order to understand
similarities and differences between companies and groups of companies within the BSR,
standardized classifications where used. With this in mind the twofold analysis was done.

2.1 Two Perspectives

First, a macroeconomic or European and national perspective were chosen to identify the
transnational makeup and national distributions of food industry companies, their employees
and turnover.

Second, a micro economic or regional perspective was analyzed. Due to their data aggregation,
national statistics are not suitable to show regional and transnational structures. Therefore data
on food producing companies was gathered as far as was available through internal and
external partners of the baltfood project.

2.2NACE

Regarding the industry specific comparability, the most commonly used classification in the
European Union was used within both approaches. The fStatistical Classification of Economic
Activities in the European Communityd (NACE, Nomenclature statistique des activités
économiques dans la Communauté européenne) has not only been the standard of
classification for the European statistical body Eurostat but has also been widely adapted within
the statistical classifications of national statistical bodies. The NACE codes provide a
hierarchical classification that made analysis on different levels of data aggregation possible.
The codes as described in Appendix 1 - NACE Classification Rev. 1.1, Food Production where
used in accordance to revision 1.1 of the classification standard.

The category DA includes the food industry companies that process products of agriculture,
animal husbandry and fishing into food and drink for humans or animals, and includes the
production of various intermediate products, which are not directly food products. The activity
often generates associated products of greater or lesser value (e.g. hides from slaughtering or
oilcake from oil production). Each division of the NACE is organized by activities dealing with
different kinds of products: meat, fish, fruit and vegetables, fats and oils, milk products, grain
milling, animal feeds, other food products, beverages, tobacco. Production can be done for own
account, as well as for third parties, such as custom slaughtering. Some activities are
considered manufacturing (e.g. bakeries, pastry shops, and prepared meat shops, etc.) which
sell their own production, even though there is retail sale of the products in their own shop.
However, where the processing is minimal and does not lead to a real transformation (e.g.
butchers, fishmongers, etc.) the unit is classified to section G (Wholesale and retail trade) and is
not considered in this analysis. The treatment of slaughter waste to produce animal feeds is
classified in 15.7 and is considered, while processing food, beverages and tobacco waste into

2
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secondary raw material is classified to 37.20 and not considered. The same is true for disposal
of food, beverages and tobacco waste which is classified in 90.

2.3 Company Data

Data on company entities made up the basis for the regional perspective of this study.
Statistical data was only available as mentioned and could not provide for sub regional
information on the industrial makeup. Data on companies was therefore collected with focus on
location, NACE coding, employment, turnover and available secondary data like contact details,
enterprise division and further information on financial and product specific aspects. The data
on single companies has been gathered through various internal sources of baltfood Partners.
Companies were collected as they were identified as a single entity and in most cases with
having more than 20 employees. Rare instances of collected companies with fewer employees
occur.

During collection the company datasets were categorized along the following criteria in order to
better map cluster agglomerations.

Very Large > 1. 000. 0 > 10.000.000.000 =>10.000
a

Large >50.000. 0> 500. 000 >500

Medium > 5.000.0> 50.000. >50

Small less less Less

A company is assigned to a category if 2 out 3 of the criteria are met.

Table 1 - Categorization of Companies

2.4 Locational Quotient

The cluster analysis uses a mathematical approach to estimate the regional importance of a
branch of the food industry in relation to the total of the branch in the BSR. The locational
quotient (LQ) is an index for comparing an area's share of a particular activity with the area's
share of some basic or aggregate phenomenon. In this analysis employment figures of the
individual food branches are compared and presented for each country in chapter 3.3. The
average is 1 one the employment is equally represented in the focused region as in the
reference region, i.e. the BSR. Above, the agglomeration is higher than in the reference region.
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2.5NUTS

We use the Nomenclature of Territorial Units for Statistics
(NUTS, nomenclature d'unités territoriales statistiques) for
delimitation of the areas in the BSR. For each EU
member country, a hierarchy of three NUTS levels has
been established by Eurostat, with two levels of local
administration units. The NUTS level categorization is
only used for statistical purposes. NUTS level 1 is shown
on Map 1 and NUTS 2 level is exemplified for Poland in
Map 2.

Within the analysis for this study, parts of Germany and
Poland were studied in detail. Depending on certainly
differing outlines of what regions can be included in the
BSR, a common understanding was chosen. Only the
north of Germany and the north of Poland have the most
economic interaction with other countries from the BSR.

From a NUTS perspective this includes Hamburg (DE6),

Schleswig-Holstein (DEF), Mecklenburg-Vorpommern (DES8)
and Lower Saxony (DE9). For Poland Wielkopolskie (PL41),
Lubuskie (PL43), Zachodniopomorskie (PL42), Kujawsko-
Pomorskie (PL61), Warminsko-Mazurskie (PL62) and
Pomorskie (P163) were selected for the north of Poland. As one
baltfood Partner is located in the province of Lubelskie, the
outline of analysis as seen in Map 3 is enlarged to the whole of
Poland. However reference to the north of Poland is made in
this study as is applicable.

2.6 EU-27

Map 2 - NUTS Level 1 Regions of the BSR

Map 1 - NUTS Level 2 Regions of
Poland

EU-27 is the abbreviation of the European Union 27 sovereign member states. These are:
Austria, Belgium, Bulgaria, Cyprus, Czech Republic, Denmark, Estonia, Finland, France,
Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands,
Poland, Portugal, Romania, Slovakia, Slovenia, Spain, Sweden and the United Kingdom.

A reference to EU-27 is needed in order to compare the size and makeup of the food industry in

the BSR.
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2.7The BSR

The BSR consists of: Denmark, Estonia, Finland, Germany, Latvia, Lithuania, Norway, Poland
and Sweden. These countries are analyzed in this Report. However, not only Germany and
Poland were analyzed with a focus on their northern parts. Also, Norway was only included as a
reference as it cannot be directly related to the BSR due to its geographical location.

Map 3 - Geographical outline of the analyzed
region
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3. The Food Industry in National and Regional Perspective

3.1 The Food Industry in Total

The following section presents the relation of the food industry between the EU-27 countries
and the BSR. It identifies key features in order to obtain a better overview on the overall figures
of the industry in the BSR. The pie chart presentation was chosen to represent the data
produced by Eurostat in 2005. Unfortunately, newer data has not yet been available. But the
observed overall data has only experienced marginal changes within the last years.

We compare three significant indicators of the food industry. First the turnover, second the
number of companies and third the number of employees. For the analysis of the charts, they
must be considered together. Only in this way, the differences become clearer.

Turnover of Companies EU27/BSR 20

H Baltfood
i Other EU27

Figure 2 - Turnover of companies EU27/BSR

In 2005, food companies in the EU27 countries generate a turnover of about 917 billion 4. Food
companies in the BSR generate around 314" and 1017 billion 4, respectively. Therefore, one
third of the turnover in the EU is generated by food companies in the BSR.

Number of Companies
EU27/BSR 2005

H Baltfood
M EU27

Figure 1 - Number of companies EU27/BSR

! BSR w/ Norway, all of Germany and Poland

% BSR w/out Norway, w/ northern Germany and northern Poland
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Regarding the number of companies, there are around 310.000 food companies in EU27
countries and 60.000 and 15.000 in the BSR, respectively. Due to significantly larger companies
with higher average turnover than in south or eastern European countries only one fifth of the
number of food companies is registered in the BSR.

Number of Employees
EU27/BSR 2005

H Baltfood
M EU27

Figure 3 - Number of employees EU27/BSR

Finally, the chart on employment shows that one third of the European workforce in the food
industry is employed in the food industry of the BSR, with an absolute count of 1,6 million and
0,5 million employees, respectively, in contrast to 4,8 million in EU27 countries.

Compared to the EU27 as a whole, food companies in the BSR employ more employees per
company on average. Most of countries in the BSR are highly industrialized countries where
companies have been developing economies of scale and scope still much more efficiently than
in other countries. The nature of most branches of the food industry to gain reasonable profit
margins only through economies of scale has led to the development of larger firms. However,
this is not true for all branches. The food industry in part is experiencing more and more product
diversification that leads to related smaller company structures.

The strong economical development of the Baltic countries will also see significant changes in
company structures over the next years, following the lines of development in the other BSR
countries. However, the smaller capital stock and the lower wages offer a different potential for
investment and development. On the other hand, productivity is still lacking compared to
industrialized countries. See chapter 3.4 for further discussion on productivity, employment
share and turnover.

Looking at the distribution of employment and companies in the food industry over the countries
of the BSR, there are significant differences (Figure 4). Depending on the historical importance
of some branches in certain regions and the mentioned differences in the process of structural
change, the relation of employment and number of companies can be explained. However, high
numbers of employment compared to only rather few companies in northern Germany and
northern Poland can only be explained by looking at individual branches in later chapters. The
same holds true for high company numbers compared to lower employment figures in Finland
and Sweden.
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Figure 47 DA15 and 16 Manufacture of Food and Tobacco Products in BSR countries

Looking at the distribution of the branches on the BSR, relations in company size can be
explained more easily (Figure 5). In general, the following hold true for food branches: The more
basic the production process in terms of its closeness to the primary sector, the larger the
companies. In this case, the potentials of economies of scale are exploited.

200.000 - H Employees i Number of Companies - 7000
180.000 -
- pd
160.000 - 6000 c
@ 140.000 - i 5000%
< 120.000 - - 4000
2 100.000 - o
£ 80.000 - - 3000 &
60.000 - - zooo§
40.000 -
20.000 - I| | - 1000
- = T ~ O
< . & > Q & > 2 > Qe
KSR T P N P A
& ) ) Ng % © AV L P
A N N ARG
N & N
NACE

Figure 5 - Employment and Number of Companies for 3-digit NACE in the BSR

Regarding the overall figures, it is obvious that the BSR shows a strong backbone in the areas
of meat processing and production as well as with bakery and pastry that take up the largest
proportion of the NACE coding fdsh8l nddiehdeto the
conclusion that there is an excess of importance of these branches in the BSR. These figures
are relatively similar in other countries depending on the cultural heritage and the development
of the primary sector. The relative importance of the individual branches in the BSR is hinted at
in chapter O.

Ho w
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3.2 The Branches of the Food Industry

In this chapter we focus on the national differences of the food branches. A goal is to identify
potential agglomerations for clustering. These clusters can arise on the national level but also in
transnational spaces. Agglomeration in two or more countries may be an indication of really
strong regions with a single or more branches of the food industry. However, clustering
structures of interconnected companies are not analyzed. The aim is to present a rational for
subsequent cluster policy.

3.2.1 DA151 Processing and Preserving of Meat and Production of Meat Products

The branch that processes, preserves and produces meat and meat products can be regarded
as the backbone of the industry. It has a strong relation to the primary sector and has a wide
range of consumers across borders. Lower Saxony in northern Germany traditionally has a
strong meat industry. These companies are well known for export to other EU countries. Based
on the number of employees it is very easy to recognize that the individual farms in northern
Germany are very large. Looking at Germany as a whole, around 200.000 employees work in
the industry in 11.700 companies. Poland is not as big as Germany, but the companies there
employ 130.000 people in 3.350 companies. However, the north of Poland is much stronger
compared to northern Germany. In Sweden, many small businesses are located. In other
countries the ratio varies. A direct correlation cannot be assumed. The development of
employment figures indicates an approximated 10% decline from 2005 to 2007 in Germany,
Denmark, Sweden and Finland. The figures for Lithuania and Norway are constant, while there
is a slight deterioration for Estonia, Latvia and Poland. In contrast, the development of the
turnover is very positive. Germany has made a big leap over the last years through the
realization of economies of scale. Also Sweden, Estonia, Latvia, Lithuania and Poland have
grown. Finland and Denmark stabilized their turnover while it declined in Norway. The number
of companies followed the trend of employment. Germany, Lithuania and Poland declined, while
in the other countries the number of companies remained constant.

60.000 - H Employees 1 Number of Companies 600
50.000 - - 500 g
8 40.000 - a0 §

>
S 30000 - - 300 2
g g
I 20.000 - - 200 3
©
10.000 - I’ - 100 3
N . wll N :
- -1 T T T T T T T 0

North DenmarkSweden Finland Estonia Latvia Lithuania North Norway
Germany Poland

Countries

Figure 6 7 DA151 Processing and preserving of meat and production of meat products in BSR countries
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Map 5 - Companies DA1511 Meat

In processing and preserving of meat and production of meat products one of the main region is
identified in the Copenhagen area. Also in Poland where a diverse range of very large to
medium sized companies is distributed over the whole country; however Krakow, Warsaw and
Lodz are the most important regions. In Germany, the meat industry of Lower Saxony is
strongly represented; the regions of Osnabruck and Oldenburg alongside the regions of
Hamburg are main locations. In Norway, there are also regions of clustered companies in Oslo
and Trondheim, while there are quite a few large companies in several regions in Sweden and
clustering is therefore difficult. In Finland companies are spread around Helsinki, Oulu and
Tampere. In Estonia, Latvia and Lithuania the capitals Tallinn, Riga and Kaunas, are also the
centers of this industry. There are quite many companies located In Kaunas and it can be
regarded as an important center in meat production in Baltic region.

Map 5 shows the strong relation of meat processing company locations to natural environment
in the south of the BSR where cattle are preferably held. On the other hand, companies are
clustered around markets of consumption. It can also be noted that the branche is dominated by
quite a few large and very large companies. Map 4 shows a similar relation for the subdivision
of poultry. The additional processing of meat as seen in Map 6 shows a much less stronger
relation to the natural environment. The closeness to markets of consumption is more important.

10
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3.2.2 DA152 Processing and Preserving of Fish, Crustaceans and Molluscs

The NACE coding 152 includes companies that process and preserve fish, crustaceans and
molluscs and is traditionally present in the BSR. Norway has, as Figure 7 and the geographical
location at the North Sea underline, a special position and has the most companies in this
sector. Poland shows the largest absolute number of employees. But the development of the
workforce differs a lot. In Sweden, Finland and Poland significantly more employees were hired
over the last years. In Estonia, Latvia and Norway, the workforce is declining and in Germany,
Denmark and Lithuania, it remained stable. A different picture emerges looking at the turnover.
In contrast to whole of Germany northern Germany has been growing. This also holds true for
Denmark, Sweden, Latvia, Poland and Norway. While the total number of firms is quite striking
for Norway, there has been a heavy decline in number over recent years. They were also falling
in Estonia, Latvia and Poland. In other countries figures remained largely the same.
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Figure 77 DA152 Processing and preserving of fish, crustaceans and mollusks in BSR countries

In the processing and preserving of fish the BSR has a very long tradition due to its long
coastline. Therefore it is one of the most important economic sectors of the food industry. The
companies in Norway are spread along the coast and in Forde, Bergen and Vestvagoy we
identify the main regional centers. The leading Danish regions are Frederikshaven and Skagen.
Gothenburg in Sweden is a main center and around Stockholm there are also some companies.
The center of the industry in Finland is located in Turku and Kaskinen. In the Baltic States
Tallinn, Riga and Parnu are the most important regions. The fish processing industry in Poland
is divided into two major centers (Gdynia and Kolobrzeg) along the coast. In Germany you can
find the most companies along the coast as well, with Hamburg and Bremerhaven as the main
centers. Map 7 gives an overview of the geographical distribution.

12



] baltfood-éD ]

Map 7 - Companies DA1520 Fish
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