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Niche firms and their challenge of crafting a marketing straegy:

An exploratory study of seafood exporters.

Abstract

This paper explores important aspects of crafting marketingegieat for export-oriented
niche firms by using existing literature and primary reseaparticular efforts have been
made to discuss whether the chosen research cases can be defilcheé fisms, to discuss
their procedures for selecting customers and markets, and to dibaisscompetitive

situation and assessments.

The applied setting for this research is the Norwegian seafoodtindGsise research has
been selected as the research methodology and a key informantaitbrofeive firms has
been interviewed. The data have been supplied by personal intepfi¢glnee independent

industry experts and secondary data.

The results show that the case firms in question can be defimechasfirms. Further, their
process of selecting customers and markets does not appear totfi@ltraditional textbook
approach of segmenting and targeting, but rather seeiesthe result of tradition, chance qr
the firm’s production philosophy, and the firms make few efforts tatipasiheir products.
Instead, they depend largely on resource-based advantages, high-guaditicts and

personal relationships in crafting their niche marketing stregeqgi
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Introduction

The concept of niche marketing has been with us for some time andekasapplied
successfully by several firms throughout the world (Dalgic &uwe, 1994). Niche marketing
is often understood as focused marketing towards a limited maokeistng of a few
customers and competitors, where the concepts of firm specalisatoduct differentiation,

customer focus and relationship marketing are frequently appliedi¢D&lLeeuw, 1994).



The processes of identifying and fulfilling the needs of small grafpsustomers by
providing superior products and higher customer value are hence dssspéiets of niche
marketing. Frequently, niche marketing is cited and recommendedpasential strategic
option for firms (Dalgic, 1998; Linneman & Stanton, 1991; Phillips &ePsin, 2001).

Marketing strategy is the result of a firm’s segmentatiargedting and positioning choices
(STP process) at the level of the Strategic Business Whbéter, 2005). This view is
supported by traditional textbooks ( for example, Kotler, 2003), wherprigss is enforced
as the core of marketing strategy. In other words, centralcspé marketing strategy
involve the tasks of identifying and choosing who the desired customeeend how to get

these customers to purchase the firm’s offerings.

However, a niche firm often has limited resources in ternfenahcial capabilities, human
resources and market information systems. Such resources ané insefder to find a
profitable position and to stay competitive in the marketplace. ThissSTP process may be
too demanding to follow in its entirety. For an internationally oadnhiche firm, the
increased uncertainty through international exposure (McAuley, 1993) rfiatids to the
challenging task of handling the STP process. Does this meamthatationally oriented
niche firms do not have a marketing strategy? Or does this mdahiththree-stage process
is too complex to follow and, therefore, an alternative understandin@deting strategy is

applied? Or do they simply struggle along, trying to the bestedf abilities to survive?

Looking at the literature, there is some evidence suggestihfirtha rely on niche marketing
strategies and that there are potential benefits that theyxpamience by pursuing such
strategies. For example, Linneman & Stanton (1991) claim that micdr&ets are more
profitable, Dalgic & Leeuw (1994) claim that niche marketingtsigy is frequently pursued
by practitioners, and Dalgic (1998) and Dalgic & Leeuw (1994) clhiat the increasing
diversity in consumer tastes and habits and the changing needs of basidesganisational
markets seem to favour smaller, nimbler firms that can rb&itler their offerings to the

fragmented market.

Academic research on marketing strategies for niche firmsgVewis scarce (Dalgic, 1998),
and is even scarcer when it comes to internationally oriented fiintee(Hezar et al., 2006).

What is lacking is knowledge about how to make niche marketing gtraterk, and



managers in niche firms who are looking for published research toafieders to their

challenges of optimising their marketing strategy will & gearch in vain.

Therefore, in an attempt to fill in at least part of this geghe literature, our objective in this
paper is to identify how internationally oriented niche firms deéiné choose their markets
and customers, and how they position their products. Cases from floedsexporting
industry have been selected for this research. These selectedufe regarded as niche firms
by the seafood exporting industry in general, and are heavily intamallyi oriented with
around 90 % of their revenues coming from exports. Thus, managers $eléoted case
firms are well positioned to address the research questions atAbetier understanding of
the reasoning underlying the choices made in niche marketing wildgravanagers of niche

firms with guidelines for crafting their marketing strategieore effectively.

In the following, conceptual aspects regarding niche marketing arketimg strategy are
identified and discussed with reference to the existing literatweh as the definition of
niche marketing and its relatedness to the segmentation conceptti¢emethodology for
the research at hand is presented, followed by its resultspdfes then continues with a
discussion and conclusion of this research, followed by pinpointing sonte lofhitations

and providing recommendations for future research.

Conceptual Aspects

Definition of niche marketing

To the best of the authors’ knowledge, no widely accepted single caateeffinition of
niche marketing exists. However, several attempts — whicle sianilarities — have been
made to capture this concept, including the following: Niche markbasdeen defined as “a
method to meet customer needs through tailoring goods and servicesdthrmarkets”
(Stanton et al., 1991), or “positioning into small, profitable homogenarkansegments
which have been ignored or neglected by others” (Dalgic & Leeuw, 189%)jrd attempt is
“a marketing strategy that uses product differentiation to apjpea focused group of
customers” (Phillips & Peterson, 2001, p.1). Also, Kotler (2003) cheraes niche
marketing as focusing on customers with a distinct set of needs Wipayva premium to the

firm that best satisfies their needs, where the niche iskady o attract other competitors,



where the niche firm gains certain economies through speciatisand where the niche

preferably has sufficient size, profit and growth potential.

These definitions both overlap and differ somewhat. They imply thatiche market, there
are a limited number of customers. Furthermore, they incorposptects like tailoring,
positioning, differentiating and focusing. These aspects aredeland although not identical,
they all point at making the firm’s offerings well suited tpaticular group of customers.
Focusing on the needs of a particular group of customers often emtapting the product
offerings accordingly. Such an adaptation often requires higher produosts) necessitating
obtaining a premium price for the product offerings. Also, the tenoduct differentiation”
is mentioned. This type of differentiation is probably the most comrfwm of
differentiation in niche markets, but other forms are also possiblduding price,

communication or distribution.

Obviously, customer needs occupy a role when defining a niche maikes. a niche market
is small compared with the larger, main market, there emneif competitors. Finally, the
terms “profit” and “premium” are frequently used. It is clélaat the chosen niche market

must be profitable in the long run for the niche firms to survivepaosiper.

On the other hand, it is questionable whether the term “homogenous casStisné@able.
Some parts of a market, such as the organisational marketpbengyite the opposite of
homogenous, even though they may consist of only a few customerydhdaia, 2005).

Still, the term “homogenous” may be suitable for a number of nicdr&ats.

Further, Kotler ( for example, 1991; 2003) claims that specialisas the key to efficient
niche marketing. This specialisation can take a number of foraeé, as customer-size
specialist, vertical-level specialist, specific-custoscialist, geographic specialist, product

or product-line specialist, product-feature specialist or qualigespecialist.

Although it seems difficult to agree on a single stated dedmitf niche marketing, the

following characteristics may be illustrative for niche atgs:

Segmenting the market creatively, focusing activities onlgreas where the firm has

particular strengths that are especially valued (Hammergtesh 1978);



Thinking and acting small (Hammermesh et al., 1978) by offerirgl gpnoduction
volumes, focusing on a few customers and avoiding markets with roampetitors or
a dominant competitor ( for example, Hezar et al., 2006);

Building long-term and strong relationships (Dalgic & Leeuw, 1994);

Focusing on customer needs (Dalgic & Leeuw, 1994);

Treasure firm reputation and using word-of-mouth references (D&lgleeeuw,

1994);

Applying specialisation and differentiation (Dalgic & Leeuw, 1994tl&r, 1991); and
Charging a premium price (Dalgic & Leeuw, 1994).

Niche marketing versus segmentation

Another issue in niche marketing is the troublesome task of congastith segmentation.

Much of the theoretical delineation is identical for niche markedimdj segmentation, and it
may be difficult to distinguish between these two concepts. Oneofvggparating the two is
to compare the starting point of the processes. According to Shabhalasani (1993),

segmentation is the process of breaking a large market intéesipigces, labelled a “top-
down process”. Stated differently, the ultimate goal of segrtientss the identification of

distinct customer groups that have homogenous needs (Wind, 1978). Irsthis céche may
be defined as the last or final stage of segmentation (Dalgiced€uw, 1994). By this

definition, a niche and a segment cannot be two separate concepts.

On the other hand, Shani & Chalasani (1993) state that niche marlse@ngbottom-up
approach”, where the firm starts from the needs of a few custame gradually builds up a
larger customer base. This approach may be termed “invertéuévmrsed segmentation”
(Dalgic & Leeuw, 1994). However, although this “bottom-up approachihsee fit nicely
with the concept of niche marketing and less so for segmentationthieothottom-up” and
“top-down” approaches have been applied for niche marketing (for exaibalgic &
Leeuw, 1994; Hezar et al., 2006; Linneman & Stanton, 1991). Other obhsdifferences
between niche marketing and segmentation are that a niche isyusualler in size than a
segment — a niche focuses on individual customers/firms whersegnzent focuses on a
homogenous group — and a niche fulfils a specific need in contrastegneest where the
emphasis is on being a manageable part of the market (Dalgieeuw, 1994). By

emphasising these differences, one could view a niche and a sexgrent concepts. In this



paper, we do not take a stand as to whether niche marketing and sewariating are two
concepts or whether niche marketing could be placed within the domaiegaiest
marketing. However, we recognise that niche marketing can beilEscby certain
characteristics as listed previously, and that segment magketid niche marketing share

many of the characteristics and much of the literature.

When defining a niche, several customer characteristics magppked. Examples are
demographic characteristics such as age, gender and incoméoftes@hsumer markets, and
type of industry, firm size, location or geography for organisatioraakets. Other examples
of applied characteristics are usage patterns, brand loyaltyeadihess to buy (Sissors,
1966) or behavioural factors (Yankelovich, 1964), including value, susdiyptibichange,

purpose, aesthetic concepts, attitudes, individual needs and sellermefi Also, market
segmentation based on product benefits is widely recognised asatheofsthe-art and
superior to traditional segmentation (Moriarty & Reibstein, 1986), ibuifficult as the

product market matures when similar products are eventually dfferecompetitors and

customers are no longer willing to pay a premium price (Rangdn &982).

Differentiation

After conducting the segmentation and selecting the most integestgments or niches, the
next step is to decide upon the differentiation aspect. Simply pigradifiation is creating or

offering something that is perceived as unique in the marketglacexample, Hooley et al.,

1998). Differentiation is preferably achieved by building on the frstrengths that are

particularly valued and preferred by the customers (Hooley, t9418).

Research within agri-food marketing (Phillips & Peterson, 2001) corgltitg product
differentiation is a common way of differentiating the firm'devings from those of its
competitors. This product differentiation is often based on two typeseo€riteria: intangible

and actual use.

Intangible use criteria are related to non-economic purchase tmmtwasuch as style,
prestige and brand connotations (Phillips & Peterson, 2001). Food markétmsuse
intangible use criteria that are based on how the product is produtemiptng to be
perceived, for example, as healthier or environmentally frieslgo, food marketers often

attempt to differentiate their products by using criteria thatralated to the identity of the



producer, such as storytelling about the farm or producer and includinghation about
their top-of-the-line product. In addition, food producers may achiewgeessful product
differentiation based on regional identity, which is frequently agpisthin the wine
industry, for example. This latter approach includes specific proaitichutes that often
cannot be legally copied by competitors outside that specific reaqidnthe possibility of
benefiting from positive feelings related to that region, and ladvantage of appealing to

local customers.

Actual use criteria derive from the actual product itselfhsag taste, quality, functionality,
ease of possession or time. If product differentiation is sougha\axhby actual use criteria,
this entails increasing the measurable benefits the customais fsbin the product (Philips
and Peterson, 2001). Within food marketing, this typically requiresepsotg the product
based on the needs of the selected customers. Product availakilisp potentially highly
beneficial to the customers. This offered product availabiliguires transportation of the
product according to the needs of the customers and provides convenipeoeeagd by the
customers. Also, timing can be a highly desired way of achigwiaduct differentiation in
the food market. Timing is particularly important for highly peaisle fresh food products. In
addition, different regions may face alternative climate carditand growing seasons,
affecting the ability of supplying the market at a given timed thus function as product
differentiation.

Methodology

In order to examine the marketing strategy of niche seafood exgoderexploratory
approach was found appropriate. Past research on this mattercis, soad in cases where
relatively little is known about the matter to be investigaterploratory research is
recommended (Churchill, 1992).

Case analyses were used as the data collection method throughhirpelesginal interviews
of key informants in the case firms and of industry experts, asasdhrough secondary
research, accounting and other key data from databases. This mitsdirssight into the
respondents’ own interpretations of their environments and improvegetearcher’s

possibility for understanding underlying or latent constructs (Mildsu&erman, 1994).



The population selected for this research is the Norwegian seafdositry. This industry
consists of a number of small- and medium-sized firms withoag®xport dependency, and

the managers are therefore well positioned to address exportsEstiés.

The cases selected for this niche research were based on viduimdsuggestions from three
industry experts who applied their own interpretations when suggestthg firms. The
researcher offered them no definition. The experts seemed to stiggeghat were smaller
than typical firms in the industry and firms that focus on areherdhan the traditional
species, production methods and markets. The cases also represeantdifroduct types,
production methods, sizes and geographic locations, providing insightsigaral niche
categories. Such a non-random selection of cases is suitabktdiodiag the emergent theory
(Eisenhardt, 1989)

An interview guide with 23 questions was developed, inspired by tlesviedv guide
developed by Larson (1992), and efforts were made to ensure that thierguestre not
biased towards preordained theoretical perspectives (Eisenhardt, T&9uestionnaire
was tested by marketing scholars for face validity. Furtbesting was judged unnecessary
because our primary concern was to include relevant topics and naake fpl probing
interesting avenues for investigation that were presented durimgiéingews, rather than the

exact wording of questions.

The six suggested firms were all contacted through an informatfietted and a telephone
call. Five out of six firms agreed to participate in the stdde sixth firm was interested in
participating for this research as well, but repeated catioakeof interviews from the firm’s

side and expressed time pressure for its general managerhisaitheerview impossible. For
the other firms, a meeting was scheduled at the firms’imtgtand the key informants, in
terms of the general manager or export manager, were requesitbw a one-hour

interview. In most cases, the interviews lasted from one hodirup to one and one-half
hours. The average duration was one hour and twenty minutes. Théesingewere machine-

typed immediately after their completion. Key information rdgey the firm cases is
provided in Table I.

Table I. Key information regarding the firm cases



Exporter Niche Product Sales volume for# of years in  # of employees, Estimated niche

niche product operation  average this year revenues (total firm
(in weight) revenues) in 1000
Case one Stockfish* 130 tonnes 55 12 1544 (4631)
Case two King Crab 600 tonnes 10 22 3518 (3518)
Case three Ecological 150 tonnes 33 20 550 (6872)
salmon*
Case four Stockfish* 140 tonnes 86 16 2300 (5400)
Case five Ecological 400 tonnes 10 95 1066 (5330) **
salmon*

* The niche product in question constitutes only a part of the total predope.
** The two main contracts were initiated at the end of last,yaad the firm is thus in

position to expand its revenues significantly this current year.

Results

The perception of being a niche firm

Case One does not consider itself as a niche firm. The maokges that the firm is
operating “like everyone else”. The manager states that ¢is¢ important difference is that
this firm divides its attention amongst three equally importamdyet areas, and the product
in question represents one of these product areas. At the end ofetiveewmt the manager
moderates his statement somewhat by saying that they may hmaeke product after all in

terms of a particular product variant of stockfish sold in the domestrket.

Case Two considers itself a niche firm, since it “camiely one product”. The firm’s product
line has depth in terms of product variants, but restricted prodopesdhis firm has
specialised in a particular geographic market with tough quaitgria. The fact that the firm
has been successful in adapting its production and documentation to themmeqtsref this
market has been communicated purposefully when targeting other geograptiets,

facilitating the process of entering these new markets.

Case Three claims to be partially a niche firm. This fisnaonscious about its niche status

and the manager says “...it is a part of our mission to produce nictiegts”. The manager

10



further informs that this firm is determined to produce a produatrdicg to customers’
needs, and is willing to make changes to the product to meet custamguirements.
However, the ecologically produced salmon represents only a smiabfpiés production,

where the majority is conventionally or traditionally farmedrsai.

Case Four perceives itself as a niche firm. This firmreftgher products besides stockfish,
but the manager states that the stockfish makes this firmha piayer. “This stockfish
market of 340 million NOK per year.(about 40 million Euros) ...is only about the size of
the revenues of an average mall in Bodg...” (local town of about 40 thoudsatutants).
Also: “...it is a small market with few actors and it is nesagy to know the industry and the
actors well, and it takes a long time to get the knowledge andethBonships that are

required here”.

Case Five claims to be partially a niche firm. This isalbse only a portion of its total
production is ecologically produced salmon (about 20 % of the salmon).irimesfalso
perceived to be a newcomer and “an outsider” compared to more sstddind larger firms

with strong ties to trade organisations.

Choice of customers and markets

Case One directs most of its sales to the Veneto Regionlyfith about two-thirds of its
sales. The last third is divided amongst other parts of Itl@stly the Genoa and Naples
Regions, and small markets in Croatia, Switzerland, Austréh Australia. This firm has
chosen to divide its long-term focus amongst all these marketskaminimising purposes
since the markets outside Italy are more stable in demand thdtalthe. There are some
differences in the demanded product quality from these different taavideich fit well with
production variation of the stockfish. The customers are importaisdpathe main market in
Veneto, the firm has five customers, the three largest afhndiicount for around 30 % each
of sales. The Veneto Region has traditionally been the most impantaket for Norwegian
stockfish. A typical customer of Case One is a small firtth\&D to 15 employees, and has
been a customer for 12 to 15 years. Case One changed its stfa¢egyprting directly to the
international markets in 1996. Since then, the firm has used an indepewrgerier for the
entire export production, and the exporter takes possession of the prodycstridag ties
exist between the manufacturing firm and the exporting firm becdwesexport firm was

started by a former employee of the manufacturing firm and they &adeep, personal

11



relationship. This promotes the development of a long-term relatpasiu trust, but at the
same time, this manager claims that such a strong relationskypmake it difficult to
maintain the integrity and necessary professionalism. The expue#rtains most of the

contact with the Italian market.

The geographic markets for Case Two are Japan and Europe, andalgsbet entire
production goes to customer firms. The firm has one dominant typerkénaad two smaller
ones: the restaurant market, with about 85 to 90 % of its salethegdt market and retail
chains with delicatessen departments, which share the remainagiyeThis firm manages
to divide the King Crab into 12 different product categories, whichmbheager claims is
unigue. The most expensive parts, the best parts of the claws andestiogb to the upscale
restaurant market, while the so called “leftovers” are swlthé grocery market in one-kilo
bags. Further, the manager believes that the product, in tertine attual King Crab, is not
solely dependent on particular markets. The same products can béombalk the gift- and
the delicatessen markets. Rather, it is the quality and fypeapping and product size that
are adapted to the particular markets. This firm started up pudduction of King Crab in
1994 and produced 10,000 kilos. Now, the firm offers 600,000 kilos to the matiet. T
process of defining and targeting customers has changed over thdrnjigahy, most of the
production went to the domestic market. As the allowed catching quotasised in 1996-
1997, it was necessary to start exporting. The firm explored tlgguBerestaurant market
and upscale food distributors, and was contacted by importers and disrilutJapan.
Currently, the firm has several ways of finding customersludicg by segmenting the
markets, using the Norwegian Seafood Export Council to find new mamet®r supporting
activities, as well as being contacted directly by intedesustomers. For the near future, the
firm anticipates including two restaurants in Dubai and actorBenfdod service sector in

France in its customer portfolio.

Case Three focuses in particular on the Swedish market due toilihgness to pay a
premium price and the general interest of ecological productioro bpvi, 90 to 95 % of the
total ecological products are sold to one single customer in thhkethavhich is a large retail
chain. For the future, however, it seems that the salegexglind to other geographic areas,
such as customer firms in the US and Scotland. Currently, thegezally produced salmon
represents only 5 to 7 % of the total production, but the share isyrapiddasing. Next year,

the firm estimates that it will offer twice the amount liStyear’s production to the market.

12



Currently, the firm rejects proposals from potential customecsawis® of capacity. The
Swedish customer, as defined by the firm, was the firm's ¢wstomer, and the delivery
contract has been renewed several times since its start inA@®2nanager of this firm also
claims to be the sole supplier to this Swedish customer and tlwuoaise entire Swedish
market. The start of this customer relationship originated wheBwleglish customer asked
its main Swedish supplier of smoked salmon about the possibility afding smoked
ecologically produced salmon in its portfolio. This supplier then coedadls salmon
suppliers, including a particular Norwegian-based independent salmonezxphit exporter
happened to be the export company used by Case Three. The export company balkssa
possession of the ecologically produced salmon from this firm argl ised the Swedish
retail customer, but since there is direct contact betwee8wtleelish retail customer and the
manufacturing firm (Case Three) with clear product specificatidekvery details and price
agreements, this export firm still functions as a middlemalm regponsibility for distribution.

Case Three perceives the Swedish retail customer to briStsmer”.

Case Four also has the Italian market as its main stockfiskem#& small amount of its
production goes to Nigeria, the US and the domestic market. Tyestacustomer is an
importer that accounts for around 80 % of the revenues from stockfesh fea this firm,
which then distributes to smaller customers in the local ma®etsall, there may be around
12 to 15 different importers for the most important Italian regi@hs. manager of this firm
claims to have three to four customers in general, including théndtng one. Not all
customers buy from this firm each year. Most of the potentiatomeys are former
customers, and “have been around for ages”. In addition, this fiartsof the Lofoten
Stockfish Company, which provides information and negotiation strengthcuidtemers are
typically well informed and visit Lofoten annually to assess ghaduction. Much of this
market centres on price/quality for each stockfish and the qualitgiaeaf the total annual
production.

Case Five has two main customers: one supermarket chain inB&taat and one in the US.
These two customers have both sought out and chosen the firm aspipdiers Case Five
has not made direct efforts to find the customers. Howeverirthéhés participated at trade
fairs and in the media, promoting its ecologically produced salmorsp@dal production
methods. Case Five uses one British and one US distributor/imgortedistribution

purposes. The customers are ecologically oriented retail chadrnsosh have been customers
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for about one year (Case Five has been in operation for less thararK). yThe firm is a
dominating supplier of ecologically produced salmon to these customferselationships
are close and mutually understanding with a common interest in themment, and Case
Five has been used by the customers to hold lectures and parttipataeinars to “educate”
other suppliers on ecological and environmentally friendly production. dustomer
contracts are long-term (three years), and Case Five dyrh@stmore customer requests and

faces higher demands than it is capable of satisfying.

Competitors, competitive advantage, differentiation and value proposition

Case One identifies its competitors to be “a handful of producdreihofoten region”. It
appears that the manager has little knowledge regarding potiffeaénces in the offerings
amongst the firms competing in this market. However, thefficuses instead on the demand
criteria from its narrowly defined geographic market, parti¢ylerlated to the length of the
fish, and the entire production is centred on fulfilling these magkelity criteria. The
manger is not sure whether his firm performs better than itpetors in its handling and
processing operations. This firm bases its competitive advaotetyeo firm strengths: access
to quality resources (raw materials) and strong financial reesuCase One has sufficient
financial strength to finance local vessels to capture cod ®fithi exclusively, according to
the firm’s specifications. Other, financially weaker firmay be destined to accept the catch
with the quality that is available at their location at arwegitime, or bid for the catch from
independent vessels. This latter approach is likely to lead torhgiwes for the raw

materials.

Case Two’s competitors are based in Murmansk, Russia. Thesetowripms are offering
the same type of crab, but are focusing mainly on the US maikethé& Japanese market,
this firm also has some Alaska-based competitors, but these cmgpetre capable of
offering only a smaller crab weighing about three kilos less thanfirm’s. In sum, this
implies that this firm has no or very few primary competitifering a product of similar
quality to the same geographic markets. This firm intends tinglissh itself from any
competitors through the quality of its offerings by communicatingdahewing: The use of
small coastal vessels (versus large industry trawlersiunrmansk), providing a 10-hour
guarantee from catch to production, and hand selection of the livetoatentify large crabs

in perfect condition. This latter criterion results in keeping atlly % of the catch for
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production, while the remainder is carefully returned into the oaea&oritinue developing.

According to this manager, the trawlers, on the other hand, grétiramyhey come across.

Case Three views its competitors to be other producers of comans@mon, that is, the
traditional producers based in Norway, Scotland and Ireland. This eradags not know
how many competitors offer ecologically produced salmon or the totaliat offered to the
market. He claims that there are producers of ecologically prdcsademon in Scotland and
Ireland, but that they are producing according to another set of tiegaland requirements
for production. Different countries have different standards of eaabgroduction, and
comparison is thus difficult. In other words, the Scottish and Iristiymers “offer a different
product”. When it comes to product differentiation, this firm infotimet its salmon differs
from traditional salmon only through a different type of feed. Atee, manager considers
that the location in the Arctic waters is a means of diffeaing itself from its competitors.
This firm emphasises two competitive advantages that it pesseSirst, the firm has good
access to raw material in terms of sprout, which has proven @opla¢gential hurdle. This is
achieved by producing its own sprout for production. Second, given that ahestnfor
ecologically produced salmon is a fast-growing market in its ipfathe firm perceives that it
possesses first-mover advantages through access to distributioforandmmunication

purposes.

Case Four identifies its competitors to be other exporters of shdkfthe Lofoten -region,
estimating that there are 12-20 competitors operating in aboutrtteersarket. The manager
does not see that his firm’s product offerings differ greatiynfthe competitors’ ones, since
it “is basically the same product”. The perceived competitisieantage is the firm’s long
tradition for operating in this market, and it has managed to keepain customer since
1922. The manager informs that most of the competitors are dependemtwoek of agents
working for them. This firm has long-term customers and is a lmerof the Lofoten
Stockfish Company, a mutual export company for a dozen producers of dtockfiee

Lofoten region.

Case Five claims its main competitors to be Irish and Seaitganic producers of salmon.
There is a cluster of such producers there, the manager sdysyratinues: “In the US, some
competitors are offering ‘quasi-products’... For instance, there diffarence between

ecologically smoked salmon and smoked ecological salmon... The smo&elagieal but
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not the fish...” The manager of this firm points at the cleansinigeoalmon as one of its key
differential factors by using wrasse in the production to keep thdice off. The manager
claims that some of its competitors use “slice”, a “poisonougiagtithat is hard to detect in
the fish some time after production. “We don't feed our fish poisordtotding to this
manager, however, the use of the environmentally friendly wrasi#icult to manage, and
the facilities and resource-based predispositions in this regibetfér for the use of wrasse
than for some of the competitors. Further, this firm emphadiseadcess to the resources,
such as the salmon breeding conditions and the use of wrasse, as thelir reputation and
personal ties, as their competitive advantages. “It's nikeente’re like sitting on a farm with

cows. We’'re not a large firm — we’re more like a largaifg.”

An overview of the managers’ views regarding competitive adgentsegmentation and

differentiation are provided in Table IlI.

Table Il. Choice of market, and use of segmentation base and differentgttare

Product differentiation
achieved through:

Firm Main niche Competitive Customer/ Specific Intangible Actual
market advantage segmentation  differentiation use use
base feature criteria criteria
Importers in Access to Geography Quality, X X
Case  Veneto, ltaly quality raw tradition,
one materials, storytelling
location,
financial
strength,
personal

relationships

Case Importers and Access to Geography, Quiality, product X X
two restaurants in quality raw type of adaptation
Japan and materials, industry
Europe innovative,
market
dominance
Case Retail chain in Access to Geography, Production X X
three Sweden quality raw Willingness to  method and
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materials, first- pay, product location
mover interest

advantages,

firm

relationships

Case Importers in Access to Geography Quality, X X
four Veneto, Italy quality raw tradition, story

materials, telling

location,

personal

relationships

Case Supermarket Access to Ecological Quality, firm X X
five chains in Great  quality raw concept reputation,
Britain and the  materials, firm production
us reputation, method
expertise,
location

The case firms were also asked to identify the benefits they tlihdligt their customers
valued most highly from their offerings. The following benefitsevelentified and ranked, as

illustrated in Table IlI.

Table Ill. Most valued benefits

Case Product Quality Adaptation Price Reliability Speed Firm
attribute reputation
One 1 2 3
Two 1 2 4 3
Three 1 2
Four 1 2 3
Five 2 1

Note: 1 is the highest ranked and thus most vabeeefit. Each firm was free to identify as manydfés as it

felt was necessary.

Discussion and Conclusion
In this section, the results of the case research are didcl#ssst, the issue of whether the

case firms can be regarded as niche firms or not is disciésedis the question of how the
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case firms select their markets and customers and the restliesse selections, followed by
the case firms’ assessments of their competitive advantalifésrentiations and value

propositions.

The perception of being a niche firm

Four of the five case firms regard themselves as niche plgyatially or in full. The reasons
behind this perception are multiple: Carrying a single product, imageptuct specialisation,

targeting a narrowly focused geographic market, targeting b-chiglity market, using

customer references in their communication strategy, havingtarer focus, being a part of
their mission, targeting a small market, and being a newcandr outsider to the

establishment. Also, several case firms mentioned long-texlatianships and few

competitors. The reasons for defining their firms as niche firareed somewhat, but the
existence of a single product or parts of the production “on the sitie afaditional product

markets” combined with a customer focus and small market seleendmmmon. Some of the
justifications include “being part of our mission” and “being a newaand an outsider with

idealistic characteristics”.

The case firms that perceived themselves as being pariatye firms did so because the
niche production was only a part of the firms’ total product offerifige majority of their
production was more traditional or “mainstream”, and in the ey#fgeaktspondents, this only
qualified as being a “partially niche firm”. In other words, thegrception of niche was a
market on the side of the mainstream market, with an adapted pfodtice main product
category. The one case firm that did not perceive itself toriehe firm regarded the firm to
be operating “like everyone else”, meaning everyone else in thisydar industry. This may
largely be correct when looking only at the limited product categady market, since the
firm offers the same type of product and to the same type of ceisiarthe same narrowly
geographic market. However, this manager did not consider tHeofevarket definition and
the size of his targeted market. When considering the statenaelet by the manager of Case
Four who compared the size of the stockfish market to the revenuesieémge mall in the
local town, the applied level or perspective of the market mgjam the difference of

opinion.

Compared to the literature, there are several overlaps sutigested niche definitions and

the case firms’ perceptions and reasoning behind the perceptions.a3éedfirns stated
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interest in meeting customer needs through tailoring their prodwcssnfall markets fits very
well with the definition offered by Stanton et al. (1991). Also, $ipecialisation (Kotler,
2003), differentiation (Dalgic & Leeuw, 1994; Kotler, 1991) market fo@esillips and
Peterson, 2001), small segments (Dalgic & Leeuw, 1994; Hamrakreteal., 1978), few
competitors (Hezar et al., 2006), long-term relationships (DafgiLeeuw, 1994), firm
reputation and word of mouth references (Dalgic & Leeuw, 1994), andicba premium
price (Dalgic and Leeuw, 1994) are all aspects that are inwlitrethe suggestions in the

literature about what constitutes niche marketing and niche firms.

The case firms did not emphasise traditions and regional idestitheamain reasons for
defining their firms as niche firms. However, the particutature-given conditions for
producing stockfish in the Lofoten region combined with several hundres yesatitions for
producing this product and offering it to the same markets could fitfimdings from agri-
food niche marketing as identified by Phillips & Peterson (2001), wéinphasised aspects
such as regional identity, production methods and functionality. Also, ofothe case firms
stated that the small size of their firms on their own qudlifiie being defined as niche firms.
Small markets, on the other hand, could qualify. This is also iordacce with literature
since, for example, Dalgic & Leeuw (1994) identify a number afdarorporations, such as
Johnson and Johnson and Philips, which apply a niche strategy. In otherthegize of the
firm does not suffice to characterise whether it is a nicim &r not, but the size of the

targeted market may.

To conclude this section on whether the case firms may be defimechasfirms, the answer
is yes, the firms may be defined as niche firms. This vgeWwased on the firm managers’
perceptions and the literature, and is strengthened by the fat¢héisat firms were initially

independently named as possible niche cases by three industry expeasfanued through

personal interviews with three others. However, the definitioppefating in a niche market
seems to fit more easily for new or rapidly growing markieds tfor larger and more mature
markets. This view implies that the “bottom-up process” of buildinarger customer base

(Shani & Chalasani, 1993) is particularly relevant for thesestgpenarkets.

Choice of customers and markets
The next issue discusses the case firms’ selections of cust@médrmarkets. In general

textbook literature, the process of segmentation, targeting and positifomgxample,
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Kotler, 2003) is a central task when deciding on marketing stratdgwever, in the
Introduction section of this paper, this traditional view was quedtiovith regard to niche
firms. What are the case firms’ individual experiences inrnaster? Does this type of firm

recommend other niche firms to follow the textbooks processes?

When it comes to the task of segmenting the market, Case One tsosdgmentation to
some degree (since spreading its production to several marketggvet, at the same time,
the firm is following the traditional pattern of selling to soamongst a handful of potential
customers that have been there for long time. Case Two also cosdaowssegmentation.
This firm divides its production into three product markets, althoughsome&ominating one.
The markets are somewhat segmented in geographical terms anduttier into sub-

segments. The different parts of their product (King Crab)tee &llocated to the optimal
markets, and the product is somewhat adapted, for example, in dérsie and product
wrapping. Case Three did not initially segment the market, buthbie of customer is a
result of chance. This firm has essentially only one customatsfaiche product. Currently,
this firm is facing a higher demand than they can possibly félfdio, Case Four conducts
some segmentation, since it divides its product offerings amdiifgsent markets according
to their willingness to pay and product demand and matches thesewiteasorresponding
product quality. Finally, Case Five did not initially conduct anynsegtation. This firm

produced the type of product that the managers and founders of theufirahetsired to make,
and then the customers have come to them. In sum, the experiemse¢bdse five case firms
suggest that traditional segmentation is only used to some degréee iprocess of

establishing customer contacts and sales.

Besides segmentation, it may be claimed that all five fiamse are working successfully with
targeting and positioning issues. This is done by directing a desdtof firm effort into

making product adaptations and fulfilling needs and requests from tineentcustomers and
within the traditional framework of relationship marketing. Howevbere is no (or only
weak) evidence in this material suggesting that they do thigdi@ntial or new markets or

customers.

Interestingly, however, the process of identifying customers niaoesppear to be initiated by
the case firms. Cases Three and Five did not search for custtmerselves; instead, the

customer relationships are the results of the customers’ivean identifying the case firms
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as suppliers. Others would probably describe this as a resultkofch@nce or coincidence.
The respondents in these two firms expressed their surprise whestoaner, often from a
far-away country, calls them and requests their products. Aalygiatement could be:
“Somehow, they've gotten our phone number”. Such a way of establishingmarst
relationships differs from the established textbook procedure: Instethé difms making a
targeted effort to identify the right customers, the custonuenstify the “right” suppliers.

Since Cases Three and Five offer high-quality products in rapidlyigg markets, one can
wonder whether this situation characterises niche markets inafleaemwhether this is the

situation only for high-quality products in rapidly growing markets.

Also, the customers for Cases One and Four do not appear to bg taegedsults of careful
selection, targeting and positioning. Rather, the customers gedralong to a potential
“pool” of potential customers in a narrow marketplace that, to sent, compete amongst
each other for deliveries, but also make efforts to have the stgppbmpete with each other.
The customer relationships are long-term, but actual agreeamahtdeliveries may not take
place every year. In any case, both the customer and supplier kabwhére may be an

agreement the following year or later in the future.

Another interesting point to be made regarding customer and maléetice is the issue of
defining who the real customer is. Cases One and Three, fondestase an exporter that
takes possession of the product and resells it to international custoleeording to the
textbook literature, such a situation would make the exporter thewustdmer of the case
firm. However, since the exporter sells the product to the custibieye mutually agreed upon
at a price and volume that the case firm and the customer hgotated, the exporter seems
to be a traditional stage in the marketing channel and function$raddieman”. In addition,
the case firms also operate with next-stage customers, wigichmall firms dealing with the
importer/distributor, and the final customers, the consumers. Tlhssetwo types are
important since their needs and preferences will influence the aeedsreferences of the
importer/distributor. In other words, the case firms are dealitigseveral types of customers
at different levels: the exporter, the importer/distributor,simall firms dealing directly with
the importer/distributor, and the consumers. It is difficult to desny conclusions whether
this is the case for export-oriented niche firfios the seafood industry in general or for nicre

firms in general. Given the often limited administrativeoteses in (small) niche firms, the
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decision to leave complicated operations, such as export, to extqreeialsts, is

understandable.

As concerns the actual results of the case firms’ choicesistbrmers and markets, some
common grounds exist in their situations: They all focus on industr&bmers in terms of
importers, retail chains, restaurants or the food servicersédso, they all prefer long-term
and strong relationships, and offer their products in small mark#isfew customers and

competitors.

To conclude the section on customer and market choice, it appeatisetitatse firms only
somewhat follow the textbook approach to segmenting, targeting anepiogjtiThe process
of establishing contact with customers seems to be the resb# ofitiative of either one of
two actors where the customers’ desires to carefully choogestigliers is as important as
the niche firms’ initiatives to identify potential customerssd\ the strong relationships in the
market channel may blur the simple picture of the stepwise protesgmentation, targeting

and positioning that is often portrayed in textbooks.

Competitors, competitive advantage, differentiation and value proposition

The final issue discusses the aspects of competitors, difiienticompetitive advantages
and value proposition as expected to be perceived by the customecas€hirms report in
general about few competitors. Case Two identifies some competitat supply inferior
product quality or focus on other markets than this firm’s primamketa. Cases Three and
Five identify some competitors as well, but these competitormtikeep the same perceived
level of product quality as the case firm and the customersia@rked in” in long-term
contracts and strong and long-term relationships. Cases One andstimateethe number of
competitors to be about a dozen firms. The level of competitissyre is moderate or low

and the actors have developed a high level of trust amongst each other

The reported competitive advantages for the case firms segeiyl to be based on relatively
few factors. First, the access to high-quality raw mde(iae., fish, crabs or sprout) through
catching or breeding conditions is mentioned by all the case firhis.is also true for the
seafood industry in general according to the interviewed industry ex@ase One also

identified financial strength as another competitive advantalis. 8dvantage was largely

used to ensure the supply of more quality raw matefiake Three also mentioned firit—
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mover advantages due to early product launch in the ecological sal@detnand the

capture of suitable distribution channelsastly, personal market experience and persqgnal

relationships as well as good firm reputation, are reported asetitive advantages.

In conclusion, competition appears to be limited in the markets inhvthiese case firms
operate. This is in line with the description of Hezar et28106), for example, who state that
niche firms attempt to avoid markets with many competitors onglesand dominating
competitor. Also, the competitive advantages are mainly resdnarsed. The access to
sufficient volumes of high-quality raw materials is critiéat the entire industry, and even
more so for these case firms that focus on upscale markets raetsnavith special
characteristics. Also, it seems clear that long-term &g personal relationships increase

trust and facilitate the business processes.

The next issue to discuss is the use of differentiation. Accordinghillips & Peterson
(2001), product differentiation is a common way of differentiating itme’$ offerings from
those of its competitors. Within agri-food marketing, this produdemdintiation often takes
place as intangible use or actual use criteria (Phillips i&rBen, 2001). The responses from
these case firms show several similarities. The most aymttifferentiation feature is product
quality. All case firms view this feature as very impotté&o succeed in their respective
markets. This also fits well with the results from the @avirom niche agri-food marketing
by Phillips & Peterson (2001). Other differentiation features inclbddocus on tradition and
personal relationships, particularly for the stockfish producerse Cas includes the ability
to adapt the product to each niche as one of its differentiation deataind location and
production method have also been used to differentiate the products fiooothpetitors. It
also seems that both the intangible and actual use criterapplied frequently. All case
firms emphasise the product quality or functionality, which impires use of actual use
criteria. Further, all case firms use some form of intaegilsle criteria, such as production
method, location, environmentally friendly, healthy, tradition or fireputation. The
similarities in the use of differentiation features could caasee worries about the effect of
using these features to differentiate their product offerings fnase of their competitors. Do
they differ sufficiently, or do the managers overestimateefifect of their differentiation
strategies? On the other hand, these firms are operating @nediffmarkets and thus the
differentiation features could prove to be effective for all ofrthsithin their individual

markets.
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The most striking difference between niches in the seafood andoedriindustries, as
reviewed by Philips & Peterson (2001), is that personal relationshigsh seem to be of
substantial importance within these niche firms in the seafood igdistbarely used as a
specific differentiation feature within the agri-food industry phrticular, the case firms in
the stockfish industry emphasise relationships as an important. f@tercase firm further
explains how mutual interests in environmental issues were edsintcreating personal

relationships, which subsequently facilitated a new customeioredatp.

When asked about their beliefs about the most valued benefits avpéiogithe customers,
three of the five managers listed product attributes as theimpsttant. Further, quality was
listed as the primary benefit by another manager and as the smoshdmportant by the
others, and firm reputation was listed by the fifth managdreambst important benefit. Price
and reliability were also mentioned, followed by the ability topadae products according to
customers’ needs. These benefits seem to fit well with themghts about competitive
advantage and differentiation. Also, these benefits seem to fulwequirements and needs

of industrial buyers in general.

As a general conclusion of this paper, the studied case firms t®eét the description of
niche firms well. They are customer-oriented and offer difféaeed products tailored for
small or rapidly growing markets. They also rely on referefroes satisfied customer firms
and word-of-mouth for communication purposes. The interviews furthealszl/¢hat niche

marketing and relationship marketing concepts are commonly appliedsa tirms.

With one exception, the firms do not segment their markets in oodehdose certain
customers. The one firm that does segment, segments because #siconarket has
become too small and more customers are needed. Currently, thénpodant customer
relationships of this firm are the result of initiatives frdme customers, where the customers
found the supplier, and not vice versa. In fact, the firm exploredogip®rtunities in a
different geographic market at the time when these customersssgrgrtheir interest in the
firm’s products. At the same time, the firm’s production capadittates further search for
new customers, and now the firm performs segmentation activitiee textbook sense. The
other firms’ markets are either defined by tradition, chancedqmess expressing their need

for products that are not currently available in the marketpkaoe the customers therefore
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find them rather than the other way around, which represents théotratji textbook

approach), or by their production philosophy (produce natural products by nattinatis)e

Moreover, the firms do not position their products, although they are rw@ucabout product
quality. Only one firm actively relies on high-product quality fowsitioning purposes.
Accordingly, the firms largely depend on resource-based advantsighsguality products

and personal relationships in crafting their niche marketing gieste

The results of this study have several implications: Firsgems to be of utmost importance
to base the strategic concept on a customer-valued competitiatage and apply
differentiation in terms of both intangible and actual use critdnaluded here is the
understanding that the ability to adapt quickly and the possibility totana some flexibility
could prove to be of great value. The general requirement of beindddymable about the

relevant market and products naturally also applies for niche.firms

Second, this study confirms that it is often attractive to eafgdly growing markets, and to

minimise risk, if possible, to target more than only one produckehar

Third, the findings of this study also indicate that a long-termsé&mothg personal relationship
is one of the most important factors for success as a niche fir

Finally, the findings suggest that there is some room for fatigwone’s own personal
convictions and ideas for crafting a marketing strategy, eventhbege may not necessarily
be in line with the structured marketing strategy process disglay textbooks. It must be
emphasised, however, that an approach with no theoretical foundation opwitaslibe
risky. This also implies that the theoretical foundation for margedtrategy for niche firms,
which is typically based on general marketing strategy theariag, be inadequate for the

purpose of niche firms.
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Limitations and Future Recommendations

The purpose of this research was to develop in-depth knowledge relatedhé marketing

strategies, and conducting personal interviews of key informargscaasidered the most
appropriate method for gathering appropriate data (Miles & Huberi®84d). A consequence
of this methodology is that the results are not fit for genéngli® a larger population, but
are well-suited to extend the emergent theory (Diamantopoulos & @adb§96; Eisenhardt,
1989).

The seafood industry is currently facing a general rapid growthrrade. It is difficult to

assess whether this situation has influenced the results ofuittys § so, this would probably
be related to the respondents’ perceptions about current issues, sumimpstitive

advantages and perceived customer value. For producers of ecosadicah, the market is
quite new and thus the answers are naturally based on the curretibrsitiar the other
markets, we have mapped the firms’ efforts in marketing giegeover a much longer
period. This implies that the findings of this study are not neasegpresentative for niche
exporters in general, or even niche seafood exporters in geneggndfalisation is an
objective, the sample needs to be larger and representativiefcentire population in

guestion.

Further, this study has not explored differences amongst branchessefafioed industry or
in terms of differences in processing levels. This provides an wwyityr for future studies
exploring or testing possible differences amongst such subgroups, whidhgain additional
insight into how these groups develop their marketing strategiessalso possible to repeat
this study by using other industries than seafood, or using firms bas#ter geographical

locations.

We also need improved theoretical models for generating more knanddagit niche firms
and their efforts in crafting marketing strategies. We temen that niche strategies for the
case firms are largely based on insight from relationshipkatiag. Can theories from this
field be applied directly for niche firms, or is there a needsfmcial adaptations? Further,
small firms are in a weak position when developing or bargainingrftoy into distribution
channels. Our case firms, however, did not perceive this asbéepr, and they even praised

the cooperation with suppliers of distribution services. Neverthetes case firms did hand
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over control of distribution to others while concentrating on productiahidsan appropriate

decision for niche firms?

27



References

Churchill, G.A. (1992)Basic Marketing Researcfifhe Dryden Press, Fort Worth, TX.

Dalgic, T. & Leeuw, M. (1994), “Niche marketing revisitedori€ept, applications and some
European casesEuropean Journal of Marketing/ol. 28 No. 4, pp. 39-55.

Dalgic, T. (1998), “Niche marketing principles: guerrillas stex gorillas”, Journal of
Segmentation in Marketiny/ol. 2 No. 1, pp 5-18.

Diamantopoulos, A. and Cadogan, J.W. (1996), “Internationalizing th&emarientation
construct: an in-depth approacligurnal of Strategic Marketing/ol. 4 No. 1, pp. 23-
52.

Eisenhardt, K.M. (1989), “Building theories from case study reséarAcademy of
Management Reviewol. 14 No. 4, pp. 532-50.

Hammermesh, R.G., Anderson, M.J. and Harris, J.E. (1978atégtes for low market share
businessesHarvard Business Reviewol. 50 No. 3, pp. 95-102.

Hezar, I., Dalgic, T., Phelan, S. and Knight, G. (2006), “Hsles of global niche marketing
strategies: an early conceptual framework”, in Dalgic, T™.XHandbook of niche
marketing The Haworth Press, New York, NY.

Hooley, G.J., Saunders, J.A. and Piercy, N.F. (1988)keting strategy & competitive
positioning Prentice Hall Europe, London.

Kotler, P. (1991), “From mass marketing to mass customizati®énning Review
September/October, pp. 11-47.

Kotler, P. (2003)Marketing management1" ed., Prentice-Hall, Inc., Upper Saddle River,
NJ.

Larson, A. (1992), “Network dyads in entrepreneurial settingsudy sif the governance of
exchange relationsAdministrative Science Quarterlyol. 37, pp. 76 - 104.

Linneman E.R. and Stanton, L.J. (199¥gking niche marketing worlvicGraw-Hill, New
York, NY.

McAuley, A. (1993), “The perceived usefulness of export informationcestiyEuropean

Journal of MarketingVol. 27 No. 10, pp. 52-64.
Miles, M.B. and Huberman, A.M. (1994pualitative data analysjsSage, London.
Moriarty, R.T. and Reibstein, D.J. (1986), “Benefit segmentaitioimdustrial markets”,
Journal of Business Researd# May, pp. 463-86.

Narayandas, D. (2005), “Building loyalty in business marké#syard Business Reviewol.

83 September, pp. 131-139.

28



Phillips, J.C. and Peterson, H.C. (2001), “Segmenting and diffetient of agri-food niche
markets: examples from the literature”. Staff paper, Miahi§tate University, Ml.

Rangan, V.K., Moriarty, R.T. and Swartz, G.S. (1992), “Seging customers in mature
industrial markets”Journal of MarketingVol. 56 October, pp. 72-82.

Shani, D. and Chalasani, S. (1993), “Exploiting niches using relatpnsdrketing”,Journal
of Business & Industrial Marketind,ol. 8 No. 4, pp. 58-66.

Sissors, J.Z. (1966), “What is a market®urnal of MarketingVol. 30 July, pp. 17-21.

Stanton, W.E.J., Etzel, M.J. and Walker, B.J. (19BLjpdamentals of MarketindMcGraw-
Hill, New York, NY.

Webster, F.E. (2005), “Back to the future: integrating markegimgactics, strategy, and
organizational culture”Journal of MarketingVol. 69 No. 4, pp. 4-6.

wind, Y. (1978), “Issues and advances in segmentation reseaainrihal of Marketing
Research, Vol. 15 August, pp. 153-65.

Yankelovich, D. (1964), “New criteria for market segmentatidféyvard Business Review
42 March/April, pp. 83-90.

29



