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May 10,

Gentlemen:

As the requirement of the Graduwute Program of our
School of Business Administration and Lconomics, 1
herewith submit my thesis that is a comprehensive
report on ''Mercnandising of Qlive Q0il - by Producer
and wnolesaler'!',

This réport describes and analyzes tne marketing
problems encountered in the merchendisging of olive
0il by the ¥estern Knatolian olive o0il producing
tactory establisnments add firms, and the 1lstanbul
wholesalers,

The report consists of five chapters, namely:
introduction, nature ot the commodity, mercnindising
problems in morketing or olive oil, antlysis imn
competition, and conclusions and recommendelions,
Also There is en apnendix with Tables and granhs.
This report is a Tesulf of a long period of study,
1nvest1cat10n, experience, discussions and interviews
in relation with the topic of olive o0il business that

1966 -

will be my Puture business career., I have dellberately

included the reloVant and specific data to specity tne
scone of the study. Since not much study is made in
tnis very subject, I hope that this report will be
useful +to anvbody interested in this fietd, ‘

Finally, 1 would like fto express my gratitute to Mr,
Kog¢, Mr, ¥Eldridge, and Mr, irke for their help in the
preparation of this report, as well as the other

genblemen wnose names are mentioned in the Bibliography,

that I heve interviewed,

I nepe that vou will find this report accomplisles its

purpose significantly,

Resnectfully,

.ull Baykal

Marteting Uraduate

%
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IRNRTRODUCTION

Tepic Defimed:

The mame of the paper is MERCHANDISING OF QLIVE OIL - BY
PRODUCER AND WHOLESALER. The term '‘'preducer'' is used fer the
Targe olive 0il producer (factofy'owmer) in Edremit and Ayvalik
region which is the main olive oib regien of Turkey, The tem
'*yhelesaler'' is used fer the the Istanbul elive oil whelesaler
tjpically in Yafgiskelesi, I have made a lomg study -~trips,
research, and interviews— im Edremit at the preducers' level;
the same study was alse made im Yafiskelesi, at the whelesalers'

level.

As te the organizatien of the paper, ''Nature of the Comﬁodity'ﬁ
chapter amalyzes the preductien, standardizatiem, grading, and
differentiation ef the cemmedity im question. Since merchandising
is my area of study, one majer chapter om '’"Merchundising
Problems in Marketing of Olive 0il'' covers this entirely
under the sub-headings: ef product, priceﬁ, prombtiens, and
market organization both at the preducer's and the wholesaler's

Ievels, Another chapter is the ''Axalysis in Competition'’
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to amalyze the market picture at both levels and to show the

relationship of the producer and the wholesaler.

In the ''Conclusions and Recommendations'' part some
generalizations and judgements will be arrived at. In the
'*Appendix'' there will be some tables and graphs in connection
with the topie. The Bibliography lists my primary sources of
intformation, namely interviews with some businessmen in this .
business, and the secondary sources which are the library

materials available,

Purpose and Significance:

Purpose of this paper is to describe in an analytical manner
the merchandising activities and policies of the olive oil
producers and wholesalers and their narket'levels, with emphasis
on the problems, So this is not a merely descriptive study
on ''how's''; but there is an attempt to be as analytical as

possible,

This paper can be useful and interesting for anaybody
interested in this subject, and for all the people in the olive
0il business, considering that such a study has not been made
on this specific topic., This view has been egpressed by many

businessmen I have talked to,
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Sources of Infermatien:

My major source of information has been businessmen in |
Edremit and Isftanbul wne are real experts im this business en
an intellectual level. With seme of them i made Iong interviews
and discussions, Im gemeral, it might be mentiisned that this
paper is not & product of a few montns' study, but a result of
long years' experience, investigatiem, ebservation, and amalysis

in the elive 0il business,

Methodelogy:

In my research, I beth relied upem questiens of specific nature
amd epiniens of a mere general character, Then I have ce-erdimateq,
analyzed, and evaluated the material im a cemparative ferm inm the
presentation, Om the bread subjemﬁ,-omly'the merchandisimg
phenemema and related issues are fecused upen — after a refinmement

of all the infermatien asserted.

In the methedelegy fellowed, there has been certain limitatiems
and assumptiems which can be listed as follows;

I. In general, the term ''preducer'' is te demete the average
elive ail factery ewner in Ldremit area, rather than the small
'produeer whe dees met eperate his plant,

2, The term ''whelesaler®' is ti denote the average eolive
eil whelesaler imn Istanbul, Olive eil whelesalers' steres

can be typically seem in Yagiskelesi im Istanbul.
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3. In the vwhele discussiem, pure and matural elive il
Eusiness is emphasized mere tham the mixed and refined elive
il business,

4. Our place imn the marketimg channel is the preducer's
(whe alse acts as the first wholesaler) and the whelesaler's
levels, in twe distant geegrapitical lecatienms,

-+ 5. Pure descriptier im narrative ferm is net intented;.but
rather problemd and *'why'*s'' are searched fer amalyticﬁlly.

6. As te the competitien at the twe market levels, the
whelesaler's market is argued te be mere cempetitive than the

f'ﬁ‘b
preducer's. This will be analyzed im ene chapter im_dehth.

.> T, Nature of the commedity part ef the paper will help te
yield seme backgreund infermatien ef a general mature en the
subject.

. 8., A search rer unbiased infyrmdxion is the general theme of
my methedelegy-.

3 9;l Cenclusiiens and recemmendatiens, fimally, will bfing the

whele analysis te a legical series ef generalizatiomns im relatiem

te the merchandising ef elive eil,

Theoretical Aspects - Merchandising:

It is necessary te define the critical term '‘merchandisinmg"’
en which the whele study is based upen., There are varieus
definitions amd conn.tation3>of.tﬁi$ term, amemg which are steck
centrel activiﬂies, ce—eperation efforts im advertising and

prometienms, buyimg and seiling activities etc,
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On the whele, merchandising is visualized as the primary
marketing functiem, which is fellewed by the ether functiens:
buying, sellimg, transpertatiem, sterage, standardizatiem, grading
firancing, and risk takimg, It is im turm related te all these

marketing functiems,

Amecsicanm Marketing Assecialien defines merchandising as:

'"*The plannimg and supervisiem invelved im marketing
the particular merchandise or service at the right
rlaces, times, prices, and quantities which will
best serve te realize the marketimg ebjectives of the
business, """

In this definmitiem the feur ''rights'' of marketing are mentiened,
Anether defimitienm is:

""™Merchandising —alse kmewn as preduct develepment~
refers te the activities of manufacturers and middlememw
which are desinmed to adjust the mercnandige preduced
or effered for sale te censumer demand,'"

**Prebably the basic task ef merchandisimg is preduct planning,.
including decisions em quality and extent of lime; size, ferm,,
appearance of the preduct; quantities te be preduced er purchased
and imventery cemtrels in relatien; timing ef preductiem er
purchase; labellimg, branding, packaging ef preduct; and the
additien, elliminatiem, shifting eff preduct limes; plus fimally
the develepment of new products"s is what. C.F, Phillips and D.J.

Dumcan argue,

l/ C.Duddy and D,Revzam, Marketing (Terente,Lendem:Me,Grant-Hikl
| 2/ Beok Ce.,1953) p. 34, (
2/ C.F.Phillips and D.J.Duncan, Marketing (Hemeweed,Iilimeis:
Richard D.Irwing Ime.,1964) p. 568, ’
8/ Ibid., p., 568,
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Acecording te Duddy and Revran, merchandisiag has seme
cemponent parts (which are cevered im this paper):

'"Compenent elements et mercnandising are: 1, Preauct
or preduct services —preduct develepment, specializatien
versus diversiricatien, branding, packaging, labeiling,.
guarantees and' services inm relatien., 2, Urganization
structure and services, 3, Sales premetion techniques,
4., Prices and terms ef sale, 5, Physical4arrangement
and display eof geoods etfered fer sale,''

These definitions shew the scepe of merchandising; furthermere
in another view merchandisimg cennetes the fellewing:

''"The use ot strategy by either sellers and buyers eor

heth werkinmg toggther im order te secure the advantages
of innevatiem,'"”

All ef these definitiems aré censidered teo term the theeretical
framewerk of the paper, with seme rﬁrther study ef the mature eof
the cemmedity em ene frand and market analysis im cempetitien en
the ether., LEspecially, h&wever,'the defimition et mercﬁandising_
by Duddy end Revzan is taken as the basis im the chapter en the
merchandising preblems im marketing ef elive oil, iere, the
cemponent parts of merchandising (prtductuprices—promotinn&—
market erganizatien) are amalyzed. These all breught tegether’
will cempese a cemplete study em ''Merchandising ef Olive Oil -

By Preducer and Whelesaler'',

4/ C.Duddy and D.,Revzan, Marketing (lerente,Lenden:Me,Grant-Hill
peek CO,,1953) P 380
5/ lbid. p. 85.
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NATURE OF THBHBE COMMODILITY

Preductien ef 0live Qil:

Olive is the fruit ef the olive trees cevering the Eagean
-Edremit, Ayvalik, Burhaniye, Izmir, Aydin- and seme Mediterremeam
apéd Marmara regiems of Turkey., Olive eil industry is cemtered in
Edremit-Ayvalik regiem im this ceumtry; while Izmir market is
censidered as the ''heurse'' of elive eil. Istanbul is the secend

impertant elive eil market in Turkey.

It is estimated that there are 60 millienm elive trees im the
country. The average annual elive il preductiem is areund
80,000 tons; demestic preductien ef olivé eil fails te meet the
increasing consumptién. This argument holds true fer the entire
production and censumption ef vegetable eils as well, This gap
between production and cemsumptien is te be filled with vegetable

eil imperts inm the shert-rum.

Olive eil preductien figures are quite unreliable in Lurkey,

''because of the dispersiem of preductien units (facteries) and
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the'speéulatite character of the olive eil market, *+& The estimaths
tend te vary en a large seale, (In the Appendix, tables and graphs
ef olive eil preductien, censumptien; vegetable eil preductien,

consumptien; and other relevant 8ata can be found,)

The mest reliable figures eof elive oil preductioen of Turkey
are these eof DPT‘(Government»Planning Organizatien), IGEME (Exptrtﬁ
Premetien Research Center), and Mahir Celakeflu whiwh are recerded

frem 195Y en:

OLIVE OIL PRODUCTION IN TURKEY
YEARS PRODUCTION  INDEX

16571 38.8

1952 86.3

1953 44,0 . - :
los4 83. 5 - Y00 (1951-56)
1955 40.8

1956 . B9.5

].1:967. L ] [ ] l4é.é<i L ] L ] * L] [ ] [ ] E ] [ ] ] L ] L]
1958 90 .

1950 66 136 (1956-60)
1960 79

igél. . . i.lé.% L ] [} L ] » . . » L ] L] a L] [ ]
1962 56.3 162" (1960-63)
1963 80 :

1967 ‘98 (estimatea) ~ ~ ~ "

Figures are in terms of 1000 tens,
Seurce: Melih Timer, Tiirkiyede YaZ Arz ve Talebi y Repert
prepared fer Istanbul University iIsfanEuI, 156%)

Linear trend ef inerease in yearly elive eil preductiem has been

8/ Melih Timer, Tiirkiyede ¥a
Istanbul Umiversity (Lstan

Arz ve Talebi, Repert Prepared feor
ul, 9
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caleul ated by Dr, Melih Timer im his repert enm eil supply and
demand in Turkey. This he feund te be (Y — 69,7-§— 3282 X), where
Y is the ameunt ef yearly olive oillprtduction that depends upen

the independent variable X that is a critical index. '"'Im general

(In the Appendix there is further infermatien ém this subject.)

Hewever this rate e¢f increase huas te be accererated."7

A comparisen ed the preductien figures abeve with the majer
olive oi)l preducinmg ceuntries shows that —in 1962— when Turkey's
production was areund 5&,000 tems, this was 310,000 tens im Spain
and 300,000 tens im Italy., Omn the whele, Turkish figures fluctuate

periodigly.‘?

The scepe of olive o9il preductien can Be bfiefly reviewed, O01li

oidd factery managers precess the olives ebtained frem their ewn trl
or purchased frem ether elive preducers, They precess the elives,
fespectively, on their ewn account‘or’for-someone else. Thex the

preducers may sell the elive eils te seme whelesaler er retailer,

Annual elive crep is the majer determinmamt ef the elive eil
preductien during that peried. Simce scientific metheds are net a

in both elive and elive oil preductiom im Twrkey, it car be

it can be meted that. the elive eil preductienm ef Turkey is: increasin
im a fluectuating pattern. In 1962, there were 582 elive oil factexid:

820 hydrelic presses, amd 1137 varieus ether presses in the ceuntry.

(Ir this paper, the Iarge preducer —factery mamager— is fecused uppela )

4

1

7/ Ibid. p. 11,
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argued that both the productiom and productivity of these is

lovw,

It is seen tﬁat the small producer is the one who owns olive
trees but no plant; while the large producer may or may not own
clive trees to supply the raw material olives, but operates his
plant. At the next stage, the wholesaler -located in a mass
consuming center-~ buys the olive oils from the small and the
Iarge producers, to sell to the retailers. This broadly draws

the marketing picture that is analyzed in this study.

Considering that olive oii production in Turkey has to be
developed and improved, the Pive Year Plam regards this develapment

as & long~run objective to fill tlke gap between production and
consumption im the first plaee; This would require 74 additiomal
olive o0il factories to be constructed with some 18,5 million TL
of investment. Furthermore improvements of production methods,
storage facilities, and transportation problems snould also be
considered in this context to improve the present situation in

quantitative and qualitative terms,

"*In questioning the olive 0il and vegetable oils industry and
problems in relation with the increased consumption versus the
relatively limited production, some reports and seminars have
touched the subjeet, Every effort in this direction is most

likely to yield successful results, and it iz hoped that Turkey
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will be able to till the gap between production and consumptionw"a
To increase production by 10 per cent would be a realistic short—
term goal. Nevertheless in the long-run, various expansions,
improvements, and modermizations would have to be made in the
industry as: a whole, The lomg-run objective is to cease to be

ap 0il importing nation, but rather to he am olive 0il exporting

country.

Govermment policy is to encourage olive oil exportatibn; Yet
there is no olive oil surplus im the country; exports are possible
only by shifting the oIive 0il consumption habit of the people to
consumption of other vegetable oils. In any case, imcreasing
proeduction and prodpctivity seems to be the only solutien for

the olive oil industry and the country,

Standardization, Grading, Differentiation:

Olive oil is the oil of the olive fruit which is composed of
water, oil, proteins, celluloses, and some other elements in the
chemical analysis, Olives are ﬁmessed and processed in the olive
oil factories, and then the chemical refinement is made, The

{inished oils are standardized and graded as to differemt qualitied.

Olive oils can first be differentiated and classified -as to
the nature 6f the commodity~ in three groups:

1. Pure and Natural Olive Oils

8/ Tirkiye Ticaret Odalari, Sanayi Odalary, ve Ticaret Borsalari
Birligi, Tlirkiye Ya¥ Sanayi Semineri II<(Amkara,l964) p. 89,
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2, Mixed (Ceupé) Olive 0ils
3. Refined Olive Oils.
Pure and natural elive eils are defimed :X
"'Natural, pure, with ne eders, fiavers, er preeipitateq.
Their taste is umique ang superier in preference,
These are virgin eils.'’
Pure and natural elive eils have am obvieous higher quality amd
price in the market., Mixed and refined elive 0ils are defined
as:
''Refined eils are re-precessed and re-purified elive
eils fermerly disqualified, precipitated, impure, decelaszy
and distasteful, Mixed —or coupé— elive eils are these

eils cempesing ef a mixture of hignefoacidity matural
olive oils and refimed elive oils,'" ‘

After this differentiatiem, olive eils are categerized as te
the eleic acid cemtent —im per cent— that acts as an impertant
determinant of quality. The fellewing table cam shew the/
classificatien:

R R e e e . G M Em S e We- wme Em B e e Gm Ee B s em e -— e . e T W S

STANDARDI ZATION AND DIFFERENTIATION OF OLIVE OILS
1. PURE AND NATURAL OLIVE OILS:

a. bxtra-extra., I te 1,5 per cemt acidity.
Labetled (xxx).

B, Extra, 2.5 per cent acidity.

, LabeIled (xx).

¢. First Class for Meals, 3.5 per cent acidity.
Labelled (x),

. Secend CIlass fer Meals., 4.5 per cemt acidity.
Labelled (4).

e, Commen, S per cent acidity..

8/ Izzet Gir, Gida Maddeleri Mevzuatl (Istambuls Aydunm Giilew
Kitabevi,1961) p. 51, '
10/ Ibid. p. 52-53.
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2, MIXED AND REFINED OLIVE OILS:

a, First quality. 1.5 per cent acidity
"Ps Secend quality. 2.5 per cent acidity.
Source: Tzzet Giiz, . Gida Maddeleri Mevzua.tl-t (Q'I stambul: Aydiwm Giiler
Kitabevi,I961) '

This usual differentiation, standardization, and grading is
in harmony with the international definitiom and clhassification

of olive oils.

Turkish Food Products Law included& warious articles about
the nature of the olive oils marketed, apart from the clhassificatifor

of olive oils, These will be'mentioned Tater.

Olive oils are sold either in an open way or in tin containers
in the market. Containers are @ore or less standardized as I kg. )
2 kgsy b kgey 17 kg. In each case, nature and quality of the
olive oil should be labelled on the container. In general,
higher quality olive oils are marketed in containers, while
lower quality and low-price olive oils are sold open, These are
marketed in larger tanks at the middlemen's level amd sold open

at the retailers' level.

Olive oils aciditated more than 5 per cent are either refined,
exported, or used for industrial purposes in soap production.

So these are called industrial oils,
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MERCHANDISING PROBLEMS IN
MARKETING OF OLIVE OIL

Product:

1. Production and Marketing Evaluation - Producer,

Average olive o0il productiom of Turkey is 80,000 tons per
annum, Although production fluctuates periodicly, in general
there is an increase in olive oil production &% reflected by the

production series,

Production of olive 0il is correlated with production of olives

on a yearly basis, Olive o0il industry is centralized in the
Aegean area where geographic and climatic conditions are most
favorable for olive productiom. Olive producers (owmers of the
olive trees) may sell their product to olive 0il producers
{(factories), or may process the product om their own account in

one of the factories,

"The process of olive 0il producbion and distribution in a

summary form -in words of a well-known producer- is as follows:
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*'The olive 0il producer processes the olives, obtained
from his own trees or purchases, in his factory. As a
- Jarge producer, he standardizes and grades the finished
0ils as to acidiby and quality., Then he markets tne
merchandise -by merchandising activities involved- to
the wholesalers or other middlemen. Om the other hand,
the small producer who has his olives precessed 4in a
factory he does not own may sell his elive eil to the
large producer, or to a wholesaler. Thenlihe wholesaler
sells the merchandise to the retailers,'®
Im this marketing process, the large producer -inm the preduction
center- and the wholesaler —in the consumption center— are the
subjec4s of this paper, emphasigig#;merchandising activities and

policies.

Production methods and organization is mainly conservative in
character as an industry, Likewise, marketing methods lave also
been conservative, This may be partly due to the static nature of
the commodity in question, and partly to the limited supply and
ready market demand. As a result, not much dynamic improvements
or imnovations are initiated or stimulated im the industry, This

holds true biath for the production and the marketing of the productr

The olive 0il proaucer, in marketing, sells to other wholesalers
(ereating a place utility), sells to other middlemen considering
cyclical and periodic fluctuations and the annual production
campaign (creating a time utility); so this exchange procedure
carried forth through the marketing channel creates an owmership

utility that atfects the prices im the first place,

11/ Quoted from Atif Erké, Edremit
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In the final analysis, it is necessa:y'te evaluate the
production and marketing task of the producer wader the LKight of
a market analysis in conpetition‘ftbat will be made later in this
study), It will be argued that there are certain factors ithat
limit the competitiom 1§ the industry.

2. Quality:

PRODUCER: In the marketing of olive oil, pure and natural oils
are standardized and graded as exira~extra, extra, first class
for meals, second class for meals, and commom. Mixed and refined
olive oils, on the other hand, are classified as first and second

quality, as to the oleic acid contents,

Ix general, quality of olive oil is determined by the
production, productivity, and quality of the annumal olive harvestT
Alzo the method and techmology of productior has an obvious
inflvence upon ultimate quality, Here the term ''quality"’
comnotes more than the mere acidity content; im fact it is more
than that and implies the unique and special taste and odor ofl
the product. 1In this respect, Edremit-Ayvalik olive oils are

definitely superior im preference.

The producer is the one who has to be very keen om quality of
the olive oil, since this is the strategic variable in mercnandisihg

0ils obtained from olives that are not fresh and that are mot
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picked from the branches are highly aciditated in the chemical
process, It follows that oils from fresh and readily picked
olives are certainly less aciditated, provided that these are
processed in the shortest interval. In any case, it is required
to wagsh the olives before any processing in the-factory, since

this is another factor imfluencing quality.

As long as the product is identified with the producer - at
wholesale, retail, and comsumption levels — all the marketing
strategy and merchaﬁdising is influenced by this factor of quality

determined by the producer.

Yhat the wise olive oil producer prefers $o do is to label the
| package with his own brand in case yhe contents represent high
quality. In syclical or periodic harvest and market fluctuations,
when both quality and quantity may fall short of market requirement}
and specifications, some lower quality oils may come out. It can
be argued that at all times the producer has some stock of such
lower quality oila. Here the producer faces a problem, where he
may choose to market the lower quality oils in open packages (tanks?
without branding, Now the buyer middleman who has to do the fimal
packaging has to deal with the problem of guality that the producer

has' avoided just to play safe with his brand, reputation, or goodwi*l.

In fact, some well known producer firms are proud of their
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reputation as sellers of better quality olive oil with higher
prices in the market, while some others do mot emphasize quality

at all,

WHOLESALER: At this level, the subject is the olive oil
wholesaler in a city, who buys the product from the producer in
the olive oil regiom., To be more specific, the wholesaler is
assumed to be the Istanmbul olive oil wholesaler most likely in

Yagiskelesi,

The classification of olive oils as to acidity end quality
certainly holds true at this level also. The wholesaler is also
interested in quality in relattion with paskaging and branding. At
this stage there is a further complication introduced by the fact
that the wholesaler has to nandle.different types of olive oils

Iike natural, mixed, and refined,

The wholesaler grades, labels, and packages the olive oils he
purchases from the producers, using his own brand or trademark,
As one olive oil wholesaler puts it:

 1'The widely known and advertised brands in the olive
0il business are owned by wholesalers who have developed
an image by being a seller of quality oils. These are
generally businessmfﬁ and enterprises operating with
& larger volume,'' =
The small wholesaler -who may act as an égent or distributor of
a producer— faces no such problem for his task is merely one of

distributing producers' brands.

12/ Quoted from Faruk Serpil, Istanbul
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In his crucial place in the marketing channel, it is the
wholesaler who can play around with quality in connection with the
different types of olive oils., Such practices of mixiéng olive
0oils with other sorts ofroilsi;gtéillggbl; yet it is heard that
such dishonesty-goeé on., However with such dishonest marketing
practices he is bound to lose his market image and position im a
competitive market —Iike that for olive oil wholesalers— if the

wholesaler intermingles with the quality of the product.

Merchandisimg problems in comnection with mixed and refined oils
are easier ones for the wholesaler, since he can be more liberal
in quality with such oils that aie usually sold open &t all levels
of the market. This is true for all lower quality olive oils.
Mixed (coupé) and lower quality olive oils have gained market
acceptance as sucihh, by being more practical and inegpensive, This
is due to the fact that tue ''average or tyﬁical consumer is guite
ignorant about the qualiity differences between natural and other

alive oils.''*¥ (fhis point will be analyzed later.)

. Consequently a preference nas developed —~recentiy— ior mixed,
refinmed, and otner substitute vegetable oils, in competition with
pure and matural olive oils, The reasons are the 1ollowing:

1. Ignorance on part or the consumers in & quite uniniormed
market, For instance consumers do not really know wiiat the word
**coupé'' means; rather tuey are inclined to attribute tnis to

some symbol ot superiority, ironicaily.
13/ Quoted 1rom Uner Erke, lstanbul
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2., The high level and rising trend of tune prices oi pure and
pnatural olive oils,(Listed in the Prices section and the Appendix)
3., Some health considerations that aiscourage consumption
o1 olive oils, and encourage consumption o1 some other vegetable

oils,

As a consequence, the wiiolesaler nas atso suirted nis attention

e

tovards mixed and rerined olive oils, wuere tie guality problem is
a simpler one. So qusality appeal of natural olive oils has lost
somewhat its acceptance, sppe#ling to the better-off and expert
buyers, This is especially true with extra-extra olive oils,
Price appeal is a more important‘one for the ﬁverage consumer,

with olive oil prices being continuously on the rise.

At1f Erke, a well-knowm olive o0il producer and wholesaler,
argues:

'*'It is true that quality is the major determinant of
brand image in the olive o0il market; this may result.
dn a higher market share and rate of returm as a
consequence, For example one producer firm in Edrenit
and another wholesaler firm in Istanbul are reputable
in relation with the higher quality olive oils they
have been sellimg over a long period. The term quality,
in this context, is to denote minimum acidity plus a 14
speciality of flawor that the expert buyer looks for,''

Also it can be notedthat when the wholesaler markets the product
at an open manner at the retail outlets' level, this is the time
to express the greatest doubt about contents and quality; because
chances of interminglimg with quality have increased considerably.

;E/ Quoted from Atif Erke, Edremit
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3. Packagings

PRODUCER: The colive oil producer in the packaging stage of
merchandising can choose any one or both of the following lines of
action:

1. He may package the graded olive o0ils into standard 1, 2, 6,
or 17 kg, tin contaimers —-which have his own trademark and other
specifications as to the nature, qualitj, and weightj and other
-réquir§jenil£ cited in the Food Products Law (tnat will be
discussed later),

2. He may market the olive oils in an open way in large ﬁin or
metal tanks, where his brand is not labelled im contrast with the
first alternative. It il‘now uprto the buyer party —wholesaler—
to make the ultimate packaging and other merchandising functions
required, This means that in the first case the producer, inm the

second case the wholesaler is identified with the product.

In general, producer packaging is regarded as a better guarantedq
of quality for the ultimate consumer, since illegal mixing
practices at the middlemen's level is prevented by this guarantee,
Those who practice such illegal action -producers or wholesalers—
may have short-rum profits; but im the lomg-rum, market mechanism

is likely to eiliminate these,

An expert im the olive oil business argues that:

'Yavailability of ready tin containers -especially of
smatler sizes- has always created problems for the
producer in the chief olive o0il areas of Edremit and
Ayvalik. This is so because tin industries are located
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in lamge cities like Istanbul., So peckaging probl

of the producer is a costly and a difficult one,'?

Chambers of Commerce have handled thiks problem to find some ways

out , In a period when the traditiomal 17 kg, comtainers

losing market acceptance and are being replaced by more practical

smaller conteainers, this problem is not altogether solved

olive 0il industry yet, The trend towards smaller packages has
made the problem even a harder one for the producer; that both

costs and prices have increased om & unit basis as a result of thil,

-

'**The reasons for the shift from the larger containers to

smaller ones are these:

1., People are more interested in smaller volume
purchases at a time. So they do not want to buy

food products in bulky form, that is not economical,

2, Olive 0il prices are high., Therefore it becomes

hard for the average consumer t? gay more than 100 TL
1

for one containerw of olive oil kg,) at a time,

3. To buy olive oil in an open way, or in smallfg

containers is more practical for the consumers,.'!?!

A well known producer-~wholesaler company in Istanbul has made it
a merchandising policy to sell in small containers, as a result

of potential demand for this, which elliminate  costliness,

bulkiness, and impracticality.

WHOLESALER: Just like the olive oil producer, the wholesaler

also faces 2 packaging problem in merchandising md marketing of

15/ Quoted from Suphi Seyvan, Edremit
18/ Quoted from Ahmet Akdaf, Istanbul

18
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in the
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olive 0il, Whem the wholesaler gets the mercnandise shipped in
tanks by the producer, he has to package the product as specified
in the law, Here, he might as well mix the same quality, nature,

and grade olive o0ils under his brand; this is not illegal,

Many wholesalers have built a goodwill by being the packager
of good quality olive oils, identified with their brands.
Considering the current market trends, wholesalers prefer to
package in smaller conteiners; since this demand is reflected hy
the retailers actually. Whem the wholesaler sells to the retailer
open olive oils, his packaging problem becomes an easier oney

Since larger banks can take care‘of the procedure,

Istanbul wholesalers can get containers easily, in copparisen
witﬁ Edremit producers. This meang that availebility of tim
containers is nmot & major problem at this level. In fact, some
large wholesalers can get into contracts with tin container

manufactﬁring firms in Istanbul, that are limited in number,

In general, the wholesaler markets the product in smaller
containers than the producer. It might be argued thatlthe wholes%
divides the agsortment of producer olive o0ils -both of large amnd
small producer- into smaller umnits amd sells to the retailers.
Higher quality oils are sold im containers; lower qualiiy oils

are scld open as a rule-of-the—~thumb in merchandising.
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Packaging is especially strategic fer the preducer amd the
vhelesaler whe are keem abesut quality. Fer enme thing, packaging
becomes a guaramtee‘or symbel ef the brand and quality ef the
preduct, The smaller packages are mewh expensive en: & unit basis
foer the cemsumers— whe mevertheless prefer te buy inm smaller Iets

thar in larger quantity,

4. Branding:

PRODUCER: Ir the Turkish Cemmercial Law, ''trademark’®’ is
defined as ''all mames, signs, pictubes, marks, etc. used te
differentiate a preduct er cemmedity and the preducer's and

seller's mame and address frem the others.’”IT

Branding, as the use ef the registered trademark, has definite
advantages fer the elive eil preducer: ‘

I. Preducer can make prefits by his quality elive eil protecteq
by the trademark,

2. Censumer, alse, is protectéd agaimst imitatien and all
illegal cempetitiem im relatien with his (her) faverite brand,
This.ebrieusly is am advantage fer the olive oil preducer tee,

3. Legal cempetitiomn, and cempetitive framewerk is previded in

the market by use of defimite amd distinct trademarks,

In the Turkish Cemmercial Law there are alse varieus &rticlea'

cencerning this tepic ef trademarks te safeguard the ewners of the
17/ Turgut Erem, Ticaret Hukuku Prensipleri, Cilt I (Istanbul:
iktisadi ve Ticari Ilimler Tayinlari,1962) p. 96..

fc
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Apart frem these general cemmercial advantages ef trademarks,

in the merehah&isingg precess brandimg has numereus aids fer the

_olive eil preducer, Fer instance premetiemal campaigns and
techniques are readered easy, stability ef prices and sales is

maintained, and substitutien ef ether cempetitive eils is prevente§.

+*At the preducer's level, seme iilegal activity im cennectien

18; yet en the whele,

with branding apd trademarks can be neted'’
this presents ne serieus merchandising preblem practically,- Anoth*r
preblem is the instability ef br.und images im the leng-rum; simce
mest preducers are unable te previde the same product guarantee
fer a leng time, Censequently, enly a limited mumber of brands hayeﬂ
marked a successtul busimess perfermance with stability ef quality
of the preduct, Se im tne periedic fluctuatiems eof quantity and
quality ef elive and elive eil preductien, brandimg is & erucial
peint o1 merchandising te determine the ling—run market pesitien
of the firm,

| There are semé well-knewn prbdﬁcer brands im Edremit and Ayvallw
which have made a lemg .reputatien as sellers of higher quality oil#.
Their prices are higher than the average market pfice&; the price

differential can be censidered as the premium paid by the rest ef

the marketing chunmel as a cempensatiem fer higher quality,

18/ Queted frem Atif Erke, Edremit
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On the sther irand, seme sellers are knewn as cheap elive eil
sellers, wnere the market demand arises frem the lewer inceme
brackets, These sellers can be either preducers er whelesalers.
In shert, branding is a very impertant phase ef merchandising at

the preducers' level in relatiem te quality, prices, and geedwill,

WHOLESALER: The defimitiem eof ''trademark'', that was given,
helds true fer the whelesaler as well. In fact this may be the
enly identifying feature o¢f the middleman im the market, similar
te that in case of the preducer, Since there are mere whelesaler
brands ef elive eil in the market tham preducer brands, branding
by the whelesaler is mnet less éhallenging than branding by the
preducer, The censumer can identify whether the preduct is a
preducer or a whelesaler brand, because this must be labelled en
the can,

Smaller olive #il whelesalers might prefer te buy and sell the
branded preducer elive eils; larger whelesalers, em the sther han*
may kave their ewn brands fer the lemg—rum cempetitive bhemefits.
Se they buy epen elive eils frem certain preducers that they

package and se,, urdew their ewn brand. Se the whelesaler must

»

alse be keem abeut all aspects of merchandisimg te build a geedwil)

ever a peried ef time, which ultimately mecessitates geed managem

en his part,

Ameng the numereus slive eil whelesalers in Istanbul ~beth

registered or net— enly a few were able te develep a geod market
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image by using varieus techniques ef merchandisimg, while the
ethers cenfine te limited market shares and velume, Alse theme
are seme whelesalers of a temperary mature whe are net permanentlw
engaged in th# elive eil business; these cam manage witheut using
trademarks. Brandimg causes 2ll kinds ef preblems im the elive
il business if met preperly handled; these cam be legal and

cemmercial preblems,

In genreral, the tradem.rk is the erly preduct guarantee_in th?
marketing and merchandising,''When the trademark is registered,
chances of illegal cempetitier are reduced. The expert buyer alwdy#
has a preference and leyalty fer these brands ef elive eil that
taste better, The pullimg demand fer such elive eilg increases

the prices."19

A ''battle of brands'"20 in terms of ¥, Phillips and J. Duncas
can be semewhat neted at the whelesalers' level (with seme 250
whelessalers im Istanbul), This battle is a smaller ene at the
preducers' level - f;r example there are emnly 36 elive eil factori%s

in Edremit., Im the market, whelesaler bramds eutnumber preducer

brands; this is true fter Istanbul, Izmir, and the whele ceuntry.
The trend is that whelesaler bramds tend te imerease, while

preducer brands remaim statiemary im number,

Ceming te the legal side of #he phenemera, Turkish Cemmercial

19/ Quoted trem Faruk Serpil, Istanbul
20/ C.F.Phillips and J.D.Duncan, harketing (Hemeweed,Illineis:
Richard D.Irwing Inc.,1964) p. 586.
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Law prehibitis the use o¢f the follewing types of trademarks:

1, Those with ne discriminatory features.

2, Those contradictory to the written and unwritten
laws and social organization of the country.

3. Those already registered, or these that éiOK alike,

4, Those national er formal sighs er marks,

5, Inventlories:

PRODUCER: Inventsry management at the preducers' level is
cenducted in accerdance with‘cns$ompr‘demund, that is censumer
demand reflected in miéddlemen's erders. It is custemary te nete
seme speculative movements in cennectien with this subjeet, aimed

at abeve normal prefits, Nevertheless a wise inventory mnnagemént

pelicy weuld impreve merchandising ef olive eily this weuld requirr

accurate predictiems in the first place,

Generally excessive inventeries maintained at times of relative
shertages are teo be sold with wide margins'by the preducers, Se
the proeducer is relucttant te sell when prices are low, leeking
forth fer the priees te riise further, Conditiens fer such specula

tendencies are fawerable in the industry frem time to time, due teo

the limited competition at this level. This was evidenced often i?

the past in the elive oil murket as a whele, leading te gevernment

interventien ik the end.

Abeut inventory management, a well-kmown businessman imn the

olive 0il husiness argues that:

21/ Turgut Erem, Ticaret Hukuku Prensipleri,Cilt. I (Istanbul:
Iktisadi ve Ticari Ilimler Yayinlary,l868} p. 183-194.
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*The olive oil producer adjusts his purchases,
production, and inventory and sales policies and
programs accordimg to certain information and
considerations, For instance, the quality and guantity
of the annual olive production, relationship of
present stocks with the potential market demand,
export prices of olive oils, importations of oigg,
domestic consumption trends and patterns etc.'!

In other words, the olive 0il producer is the one who has to
consider such variables as seasonal variations, raw material supply},
price md demand changes, and competitors' plans and actiom im
inventory policies, The main idea can be summarized as a balanced

assortment of merchandise im stocks; mot much -~ not less,

All these factors can create problems by themselves or working
together at any one time, So the producer has to be very carefulk
in his inventory'controls‘an& management, keeping one eye em the
market conditions and the ether on:nis competitors, So he must
have full market information to make sound amd ratiomel deciszions,
The very nature of the genefal policies of the firm exert a
considerable influence on inventory policies alse. In short, the
olive oil producer faces a challenging inventory problem in thé

vhole process of merchandising.

To meet this challence, the producers may come togeﬁher =beth
formally and informally- or may choose to manipulate some
speculative action by themselves, They adjust their purchase and
sales policies, change pricing technigques, get imnto non-price
competition of various sorts according to their forecasts,

22/ Quoted from Ataf Erke, Edremit
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WHOLESALER: The olive oil wholesaler also has & problem of
inventory in terms of turnover rather thim margims. I% can be statpd
that he is more interested im inventory turnover than the producer
¥he has te rely on margins more, The wholesaler has to keep the
right inventory to market the merchandise im the right time, right
place, right price, and right quantities. So the wholesaler has
te maintainm a wise inventory pelicy, considering his faster

turnover.

As a rule—of—the-ﬂhnmb it is customary for the average lstanbul
olive o0il wholesaler te keep a stock of 100 kg, of oils imn average,
Since retailer demand is the major point to be considered im this
respect, these policies in relation with supply can be mere

flexibly determined.

In Istanbul, oliive oils are stocked im lﬁrge undergroung -
storehouses that are common storage facilities; or large wholesale
-may have their own storehouses, Usually to keep axcéssive-inventoj;
is risky for the wholesaler because of cost considerations. Also
olive 0il stocked over a year is bound to be disguwalified whach
means a probable loss, Therefore oils have to be replaced steadily
to fafeguard quality, which necessitates further complications. ST
t#hese are the problem areas ot the wholesaler im inventory man&gequtr
In this respect, the producer is definittely better-off since he

has these facilities in his planmt.
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In general, Istanbul wholesaler stores his inventory in general
storehouses with lange tanks of 500 kg., X tens, 2 toms etc,
om the otner band, the producer stores nis excess invemiory of
finished, and processed product in tanks and storenouses within
tne plant., BSo keeping excessive amounts o1 inventories is mot as
costly and risky for him as for the wholesaler; he has excess
capacity in this respect that the wholesaler hardly has,
considering all the arguments made in this subject, In short,
producer is operating a factory while the wholesaler operates only

a shopj volume and capacity is larger in the first case,

In inventory management, producer-wholesaler and wholesaler-—
retailer arrangements and contracts in co—ordimation and co-operatipn
dre frequently seen to safeguard both parties of market fluctuations}
Instabilities can create serious problems for the wholesaler who

must watch the market rather closely.

It is said’ that in the merchandising:

''"Inventory turnmover of the producer is less than the
wholesaler. So the producer can act reluctantly im

his sales if he sees fit, since he nas large capacity

to store, However the wholesaler -who likes to get

rid of the inventory inm the shortest interval- is
operating with less volume; so he depends upon a papid
turnover with smaller margins than the producer,
Competitive environment and conditipns of the wholesaler
(that the producer faces in limited form) necessitate
suck a situatiom.''

8¢ the right inventory policy for the wholesaler is rapid buying

and selling, considering all the variahles includeé in the

23/ Quoted from Ahmet ikdag, Istanbul
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market. analysis, Im any case, invemtory management seems to be

the critical componemé of mefchandising in relation with the

product.,

In context of Merchandisiing Problems in Marketing of Olive 0il,
this ends the discussion on the ''Product'’' part., Next,
"'Prices'’, and themn ''Promotions'' and ''Market Organization'®

will be handled im the same context,
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Prices::

1, Producer's Level,

Price is an important compomnent of any merchandising analysis.
Se Ter the olive oil market it cam be stated that ''at the
producer's level —as well as the wholesaler's— prices are determin#ﬁ
in the market, No basie method of pricimg is practiced, but

rather the market mechanism is followed.''2%

Nevertheless, olive oil producers do try to influence the price
picture and meéhanism, and occasionally are successful to some
extent, For instance they can collectively adjust their sales and
inventory policies in erder to shift the supply function (curve).
Or a few larger firms cen distort the situation a great dealy since]
they have substantial market shares. Yet chances of drastic
instability and fluctuations, aimed at higher protfits, are reduced
and limited by the degree of competition within the industry {that

will be analyzed in the next ehaﬁter).

Olive o0il producers may consider some cost-plus-pricing in its
most broad sense to arrive at floor prices rather than ceiling,
However this method can not be scientififally applied since no cost
accounting is practiced, Therefore the exact cost ~including |
variable and fixed portions— of 1 kg. of olive oil produced can

not be accurately determined.
24/ Quoted from At1f irke, Edremit
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 Annual olive harvest and elive oil supply versus the greving
demand is the crueial factor to determine the market prices. ©live
oil prices differ. for different types and quality eof oils, Inm
general, prices of pure and natural Ayvalik and Edremit olive oils
are the highestj while prices of mixed (coupé) and refihed oils
are lower, Also for differemt brands, wholesalers and retailers
are willing ﬁo pey different prices, All these different prices
tend to cluster aroumd 3he average market prices for each distinct

type and quality.

Ome olive oil expert comments:

'"The major general institutions that have an influence
on the olive oil prices are:

1, Izmir Commodity Exchamge (Bourse) for vegetable oids

2. Various Commsdity Exchanges in the country

3. Chambers of Commerce and Chambers of Industry

4, Istanbul Commodity Exchange (Bourse)

5. Occasional government intervention, as price ceilings
6. Importation and exportation of vegetable oils.

Chambers of Commerce act as a co—ordination agent in
regulation of the marketing; while @hambers of Industry
do the same job for the industry on a regional basis,
The wholesaler is invalved in the first organization;
the producer is involved in both organizations. These
act as milieu to decide on some specific issues lile
prices, Izmir Bourse -in comparison to Istanbul Bourse—
has a tralitional role im price structure of olive oil, 28
since Izmir is the largest city in the olive oil area,'?

The producer must ask '‘'what prices should I charge?'’ considering
all the influencing factors im the pricing decision, in the

framework of demand and supply mechamism of the market,

26/ Quoted from Faruk Serpil, Istanbul




THESIS

ROBERT COLLEGE GRADUATE SCHOOL
BEBEK, 1STANBUL PAGE 56

2, Vholesaler's Level.

Vhen the product reaches the wholesaler's level, a more
competitive market organization is marked (thet will be analyzed
im the following chapter). Demand and supply analwsis can not be
easily interfered at this stage by non-—economic forces, bhecause

of free competition prevailing.

The wholesalers might have some general maftk-up considerations
in their pricing decisions. However he satisfices with & smaller
margin tham the producer; since he expects a fast turnover of
merchendise, At this level profit margins are pulled dowa by
increased competition in comparison to the producer's level, Se
the wholesaler has to maximize his gains in e narrow margin that
he must be satisfied with. In buying and selling decisions, 1 or

2 kurug can make a lot of differgnce.

The economic analysis of the behavior of the vholesaler is such;
that even when he tries to maximize his profits, he must be content
vith a limited profit margin sgueeied by competition. On the other
hand, the producer's benavior might not be necessarily a maximizing
one in a less competitive murket on the regional basis, So his

bekavior can be more of a satisficing mature,. considering that the
mmber of praducers (im terms of factories) is limited on an areal
basis like Edremit area, (36 olive o0il factories in Edremit versus
250 olive 0il wholesalers in Istanbul,) Next chapter will cast meore

light en this subject,
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'Recently,grOting preference for substitute oils-that was
mentioned earlier— has made the picture evem moré competitive at
the wholesaler's level; now matural oils must face the competition
of mixed apd refined oils on one hand; and substitute vegetable oiﬂs
on the other (for example soybeans oil, cottonseed oil, and
sunflowerseed oil etc.). So these oils with price appeals have
created problems for the producers and sellers of natural olive

oils, This competition is easily noted at the wholesalers' level.

Pur ome thing, growing demand for mixed olive o0ils has caused
some shifts in the merchandising polieies and practices of the
wholesaler., It must be mentiomed that this tendency towards
(1) mixed and refined and (2) substitute vegetable oils is one
result of the upward sloping trend of the olive o0il prices curve,
Since these 0ils are cheaper theam olive oils that are pure and
ﬁatural, various mixtures —though illegal it might be— would yield
the middlemen higher returms and revenues in terms of umit prices.
THis mixing process seems to be the largest prablem of the olive

0il market, at least at the wholesaler's level,

In general olive oil prices have shown am upward trend; thisg is
also true for prices of othewx vegetable oils as well. The
following table shows the olive oil prices between 1950-1963,
[Prices of other vegetable oils, and other information cean be

found in the Appendix,
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WHOLES ALE. AVERAGE OLIVE OIL PRICES IN ISTANBUL BOURSE
YEARS KRS/KG. INDEX DEFLATION INDEX CONSTANT PRICES

1950 212.00 100 93 227
1951 213.76 101 100 214
1952 202,41 0956 103 196
1953 208.22 99 100 209
1954 278.39 131 109 255
1955 299,91 4] 121 847
1956 434.43 205 165 : 263
1957 469.87 222 192 244
1958 484.16 228 208 232
1959 485.63 229 237 206
1860 505,97 239 231 219
1961 536.48 252 238 2256
1962 515.69 243 269 192
1963 683.32 322 293 233

Seurse: Melih Tiimer, Tiirkiyede Y?grArz ve lalebi, Repert PrepareL
fer Istanbul Universifty (Istanbul,1965) '

It can be observed that the oljve 0il prices have been rising
at a fluctuating tempe, even if we account for the fact that these
prices are inflated by the creeping inflation. By use of the
deflation index, constant prices are ebtained that reveal the fact
that this increase, nevertheless, is not as steep as reflected by
the current prices index, Onme can in any case conclude, after the
analysis ef the figures, that olive oil prices have increased enly
as rapidly as the prices ef ether commedities included im the

consuder er general price index,

Coming te the cemmon margins, it can be argued that preducer's
pretit margins are hiizher than these of the wholesaler's., The
producer has productien and marketing costs; while the wholesaler

has only the Tatter, Se price problem of the wholesaler is a

simpler one than that of tie producer, ''5 te 20 per cent is




THESIS

ROBERT COLLEGE GRADUATE SCHOOL
BEBEK, 1STANBUL PACE 74

considered to be a reasomable profit margin for the wholesaler.
For the producer, this maey be 5 te 30 percemt depending om the
circumstances, Howvever one can mot be very precise im this

discussiom, since proper cost and revenue records are not availablTo

Only approximate predictions can be made."zs

At the wholesaler's level packaging cost seems to be the
highest one om a unit basis, where this geis larger —again on a
unit hasis- as packages get smaller down to 0.5 kg, The survey
of olive o0il prices im Istanbul Bourse at the wholesale level,

between November 1965 amd March 1966, yields the following resultsy

WHOLESALE AVERAGE PRICES OF OLIVE OILS IN ISTANBUL BUURSE
(November 1965 = March 1968)

I. PURE AND NATURAL OLIVE OILS K KG.
a, Bxtra—extra . « ¢« ¢ o s o o « . 828650
b-, Extra . & & s & 8 2 e * 8 » .600-625
¢, First Class for Mesls ., , . . .B575-600
d. Second Class for Meals ., . . .550-576
e, Commonn ., ., + + + « + & e o o «500=550

2, MIXED (COUPE) OLIVE OILS

a, First Quality e o o s s s s « +9B0~800
h. Second Quality . s ® L I S -500-550

Source: Survey and Interviews,
Refined oils are ignored in this context, since their level is
quite close to mixed olive oils, and that they are relatively
less signiticant, At the retail level, these prices listed are

increased by 40-50 percent when sold t¢ the ultimate consumer,

26/ Quoted from Abmetl Akdaj, Istanbul
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3. Price Analysis,

Olive o0il is the highest priced vegetable o0il in Turkey as well
as in ether quntffgi.Furthermoro the most widely consumed oil im
Turkey is oi;ve 0il, due to traditional iact.gs: it was shown.
earlier that olive 0il consumption, as well as the consumption of
other vegetable oils, has increased,(Table and graph of this is

presented in the Appendix),

"'0live oil prices are functions of the total demand, and prices
of this commodity are quite indepand&nt of the prices of other
vegetable 0ils; where this demand is determined by a special
preference for this type of oil.‘”27 Ip everywhere, olive oil markeL
is characterized by instability which is also true for this country
This instability is due to the agricultural nature of production

as well as the static and speculative mature of the commodity.

- Between 1957 and 1960, & relative stability can be observed in
this market mostly as a result of government regulatien and
interference, such as price ceiliﬁgs and other pemalties, However
since 1958, prices have been forcing up becsuse tatal supply could
not keep in pace with the growing demand. ''In 1962-63, olive oil
exports have gone up, which inevitably resul$ed in the rise of
domestic prices. Consequences of this phenomenen have been illegal
Fniximg practices of olive oils with other oils being encouraged inl

the market. In any case, the result was the jump of olive oil

PEZ/ Poed and Agricultudal Orgenization of UsN.3y I'he Stabili-
) zation of the Olive 0il Market,Coemimedity Pelicy Studies N®.9
Ro .. 3, :
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prices in 1963, '+28

In the slive oil market price problems hive never been absent,
Olive oil prices have always created hesdaches for the consumers
because of limited supply and necd for oil imports on one hund,
and growing demand on the other., Nevertheless .urkey is an olive
0il exporting ceuntry, theugh im small quantities. Lhis is a resuht
of government policy ef subsidizing elive eil exports; since olive]
~e0il is more expensive in compurison to tne other substitutes,
government pelicy encourages consumptien of etner subsbituté eils,
to build an artiricial surplus er elive oil in the country, in
order to export olive eil. As mentioned earlier, there is a
marked trend in this direction., Se gevernment expects t4 impreve
the Balance of Payments situatien whereby peeple comsume less of
olive o0ils, replaced by substitute vegetable eils (partly imperted)

in the censumptien patterms; and expensive elive o0ils are thus exppr]

Ceming te the ¢il imperts, Meat and Fish Imnstitutier (EBK?}
regulates the impertatien and distributien of substitute vegetable
eils like seybeam 0il. Yet em the whele elive 0il preducers and
vholesalers are net fend of EBK, claiming that this imstitutien
further imcreases the instabﬁlity in the olive oil market by

arbitrary pricing.

One businessman reflects this epinien:

28/ Melih Tiimew, Tiirkiyede Yag Arz ve falebi, Repert Prepaped feor
Istanbul University (lstanbul,l965) p. 23.
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''0ils have become speculative commodities, that

the total demand is increasing constantly while the

supply elasticity is low, Meat and Fish Institutiom

(EBK) has practiced some stabilizing activities by

stocking, pricing, and regulating the distributiom of

imported vegetable oils. There are some stabilizatien

schemes, Hewever, these not look to be etficient.

and appropriate at all,‘'?®
¥hem the institution follows a low-price poliey im comnectiom with
the imported oils, price difference of imported and domestic oils
oeccur§. This ferms . the speulator middlemen's gaims, On the othﬁr
band when a high-price policy is adopted, this causes further
increases in olive oil prices. Solution offered by most people in
this business is a rational and steady stocking policy im parallel

with a wise pricing policy en part of EBK,

Obviously EBK has am impact om the stability of olive oil
prices im the market; improvements in its attitute are required
for the stability purposes. This stability cam be brought about
by # proper and efficient fumctionimg of this institution im the
marketing of importe& oils, as recommended by many authors{like
Dr, Melih Tiimer, Dr., Mehmet Ali Goktag) and mamy businessmen,

It is - 1ikély that Turkey will continie to be an oll importing
country, and olive oil exporting country om a limited scale for a

period of time,

28/ Quoted frmm Suphi Seyvam, Edremit
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Promotions:

1., Producer Advertising.

In the past, due to the ‘GTYT&'nature of the commodity and
industry, mot much advertising was made by the olive o0il producers,
Advertising by producers was made through Iocel media rather than
on & natiomal basis, In the recen% Fecads, as advertising business
and volume grew, a number of large producers have made a repuiation
by large advertisimg cappaigns in daily newspapers, magazines,
movies, radie, and outdeor advertisimng. For example, one outstandi

producer firm has reached large darket shares and profits as a

result of extemnded advertising programs, That firm paid 2,250,000
TL as taxes during 1964, |

Opinion of one businessman on this subject is:

't Advertising, in the competitive olive oil market,
determines the sales potential and volume of the
advertiser firm; provided that the advertiser does
an homest and believable advertising., There are alse
gsome other reqwireménts like continuity, consistency,
reality, and planning in the campaign, discriminating
the specific olive 0il brand from the rest,

Traditionally, olive o0il producers of the limited
regions visualimed no immiediate advantages in underteking
large advertising campaigns (which means at least
500,000 TL per annum); they were satisticing with their
ready market shares in limited competition at the
producers' level, The market readily absorbed the
limited supply eacn period; so they looked for no

further markets. So they were satisficimg in a tay-"ao

30/ Queted from Uner Erke, Edremit
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Lately more advertising is made by the olive o0il producers; since
some manage: to capture larger market shares in this way, others
decide to move in the same &ifection. Tharefore it can be seem
that promotional activities im this business are aimed to capture
larger market portioms, rather than new markets, because of the

limited supply.

Institutiomal type of advertising is preferred by the producersﬁ

Higher quality amd taste appeals are stressed in hard-sales;alse
low prices are emphasized by seme producers, Diishonest advertising
of any sort creates problems in this context thet it destroys the

image of the advertiser as well as the whole industry - by

increasing the doubts and suspicion in mind of the consumpng publicr

2. Yhélesaler Advertising.

More advertising is carried on at the wholesaler’s level than a¥
the producer's, iﬁ a more competitive market., TYet this dees not
mean that all the olive oil wholesalers can afford te advertise,
Some Iarger olive oil wholesalers im Istanbul have been carryimg en
advertising cappaigns on various media, The widely advertised

and known olive oil brands are in fact wholesaler brands,

Since illegal mixing procedures are detrimental for the image of
the whole business, specifyimg quality and pureness in advertisemen

creates goodwill if the argument is true at all. Not all wholesale

8
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have created this image in the market, especially at the retailer'g
level, For the small wholesaler‘advertising is a costly and risky
business; because teo much expansion is mot regarded as a sound
policy by most businessmen om the conservative side, Therefore

the common attitute is more of a satisficing one rather than a
maximizing ene, although scientific and most accure generalization#
can not be made om this subject. However it can be argued tnat
maximizing behavior can be true for the larger concerns in
competition, Se the market shares of the progressive and expandinf
firms ip the olive 0il business are increased in terms of capital,

pretits, sales, and goodwill.

Se far as the retailer's and consumer's levels are concerned,
the implications of wnolesaler advertising are summarized thuss

''The whole point is that the retailer and consumers
must have a confidence in the wholesaler —or producer-—
brand, in order to get im eemtpaet and co-ordinatiem
on mutwal grounds, Therefore the position of new
firms and voices in this business is a difficult ene
as far as the market acceptance aad confidence is
concerned, This contidence can be built by advertising
to a certain extent, and royalty to the brand can be
maintained by contimuous advertisamng., 5o the wholesaler
has to keep all these points and problem areas in mind
in conducting his business, and 51 promotional activities
in merchandising of olive o0il.*’

'Dishonest advertising creates a'good many problems at this stage
also, In a peried when quality ef olive o0ils sold are so much
suspected, this cam help to destroy the image of the olive oil
business at the consumers' level, Market mechanism ef competitien

can elliminate such dishonesty im the long-run, but short-—run

etfects are to stay., Lack of adequate legal contrel and regulatio
31/ Quozea from Ahmet Akdaf, Lstanbul _ 1
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is another problem in this context.

In.merchandising activities, advertising by larger wholesalers
hag: created competitive problems for the rest of the firms, As
one result of this, many small wholesalers face the dilemna of
losing business er survival; while the large whelesaler looks ter

further expansion.

3. Other Promotions,

In merchandising of olive 0il, producers and wnolesalérs
practice some other kinds of sales promotions alse. These can be
of défferent types depending upon the circumstances, On the =mhele,
these can be in the form of:

I. Various sorts of sales contracts
2. Agreements and co—operation between producer and
wholesaler
3. Contracts and co-ordimation hetween wholesaler
and retailer
4, Easier or looser credit terms
5., Different package and gquantity desals
6. Mere fuvorable terms of sales im monetary and service
form (for emample transportatiom, insurance, storage,
peckaging, tinacing, etc,)
T. Various sorts of tacilities and utilities provided
between seller and buper
8., Agcency es distributor contracts
9. Seasonal discounted sales policies
10, All kinds of otn5§ ron—-price competition to promote
trade and sales,

As it can be marked, most of these promotions take the form of
non-price competition im essence, Furthermore, packaging in

smaller containers (as discussed earlier) im 1 or 0,5 kg, cans
is another effective means Of marketing as a result of puiling

demand, At the same_time, other promotions im connestion with
Quted frmm Ahmet Akdag, Istanbul
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the-quulify appeal, price appeal, brand image, and inventory

ﬂmanagement.can also be comsidered under this topic,

The use of moderm sales promotional techmiques and tools hawe
increased in the recent period; many of these are adopted luccessfu*ly
Carried to the extreme, all kinds of sales promotions in the
merchandising can create many problems for both the selling amd the
buying parties, by increasing the marketing costs too much, Thus
a prudent understandimg of such means and ends is necessary at- all

Ievels, for a better functioning of merchandising aetivities,
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Market Organization:

l. Competitive and Substitute 0ils.

Olive 0il is the most expensive vegetable oil sold in the
market, As=ana1jzed in the second chapter, since supply falls
shert te maét the demand various other kimds of vegetable oils
exist in thé-market vith two motives: (1) to fill the gap between s
and demand, (2) to act as competitive or substitute products to

olive oils,

An increase im olive oil prices also increases the prices of
these substitutes theoretically, as a result of increased demand
for them, These substitute 0ils have created various merchandising
problems for the olive o0il market, mainly because of the shift of
preference towaikds these substitute ocils, Prices of substitute
veget sble oils are generally lower tham those of olive oils, The
following table reveals this situation:

AVER AGE WHOLESALE PRICES OF VEGETABLE OILS IN ISTANBUL |

KRS /KG.(1960) KRS/KG.(1963)

Olive Oil-average$05,97 683,832
Cottonseed 0il 406,18 508,33
Sunflowerseed 0il3896.,90 569,60

Sesameseed (il 425,00

Source; Kelih Timer, Rirkivede Ya¥ Arz ve Tal , Repert
Prepared fer TsEnnSuI Um1ver31%y iIsfan%ul,lQﬁS)
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It can be observed that prices of all vegetable oils have
increased in the recent years, If 1850 index is sonsidered to be
100, this would be 239 in 1960, and 322 in 1963 for olive oil.
For cottonseed oil this would be 285 for 1960, and 357 for 1863,
For sunflowerseed oil indecies are 260 for 1960, 397 for 1963.

(Complete table of vegetable oil prices is in the Appendix, )

- This analysis is im terms of current prices. VWhen these figurea
are deflated by use ef a deflation index, increase in tergs of
constant prices is net as speep any mere, Rate of increase of
prices e¢f vegetable oils is clese te each other in the inflationary

period after 1950,

There are also some other substitite or competitive o0ils in the
market like peanutt-shells, soybeans, safflower, pﬁpe, and opium
seed oils. Substitute oil have created two kinds ot problems in
marketing and merchandising of olive o0il:

1, These o0ils packeged, branded, and merchandised
compete strictly with olive oils as fur as the
product-prices~promotions—and markets are concerned,

2. These substitute oils can be practically mixed
with olive o0ils and merchandised as olive oil,
which can hardly be differentiuted by the consumers.

Average yearly production of 80,000 tons of olive
6il is fallipg short to meet the 1nerea51ng demand,
To fill the gap other vegetuble oils are marketed;
these should be sold under their own name rather than
being mixed with olive oils, Preventive legal measures
and regulations g5e both inadequate and inefficient
on this subject, ' ‘

Apapt from the competition in the vegetable eils market, there is

33/ Quoted from Atif Erke, Edremit
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alse am intermal competition among different types of olive oils
like matural, mixed, amd refined. Natural olive oils are losing
their market shares at the consumers' level beceuse of consumer
unawareness, pricé appeal, and health considerations discussed in
the ''Quality"’ section, Mixed olive vils and some vegetable oids
are gaining in this fight;. This has especially created problems
for the. producers of natural oliwe eils. Tendencies of illegml
competition are encouraged by the Lack of adequate control and

regulation in the market,

2. Merghandising Folicies,

Producers ad wholesalers adjust their merchendising policies
considering all the phases ad problem areas of merchandising -
nemely these related to the product (production, quality,. pﬂckagingf
branding, inventery managemenmt), prices (production md marketing
costs amnd revonues), premotions (advertising and other sales

promotions), and market and competition.

‘Merchandising motivations in the olive oil business, in P, Phillipﬂ
and D, Dumecan's terms, can be Listed as follews:

'tdesire to keep or improve the competitive stzabegy
and position,(comsidering shifts of consumer preference.
among various vegetable oils), changes in population
and purchasipg power, changes in attitutes of producers,
wholegalers, retailers, consumers respectively. (ﬂo in
his sales policies, olive oil seller has te aim at an
effective merchandising) which is based upon systematie
planning, skillgxl execution of plans, and careful

follow-through.

34/C.F.Phillips amd.D.J.Duncan, Marketing (Hemewood,Illimeims
Richard D,Irwing Inec,,1964) p, 501
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Por further product development, actually considered by few largenm

producers and wholesulers, the following points might also be

emphasized:

I. Becognition of new things for olive oils, in
connection with use and demend.

2. Utilization of excess capacities and waste products.

3. Needs for changes in distribution policies,
searcning for new ways to sell direct to retailers-—
ellinating some middlemen,

4. New or improved products of the competitors,

5. All other gganges suggested by the market or
consumers,

3. Market Problems,

Olive 0il productjem figures shiv that production has somewhat
incre ased although fluctuatioms on a yearly basis are noted. For
instance in 1951 productiom was 38,800 tons; while im 1u60 this
became 79,000, and in 1963 90,000 tons, The maximum of 1986) -
which was 119,500 toms— was never reached ageim, Imn the period of
1951-19&3, cottonseed oil production increased from 14,000 tons to
34,000 and 54,000 tons in 1851-60-63 respectively. Figures for
sunflowerseed oil are 16,000-26,200-11,600 tons respectively for
the same years, So tiotal vegetable oil production of Turkey has

increased,

As to the consumption of vegetable oils, visible consumption
figures are obtained {as derived by Dr. Melih Timer) by adding
productiin and imports and dedwcting exports from the total, This

yields 72,4@0 tons im 1961; 197,900 for 1960; and 167,L00 for 1963,

35/ Ibid. p. 80l
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This meams that censumption of vegetable eils have increased by
mere than 00 percent in ten years.(Complete figures on these

subjects are available in the Appendix,)

Considering that total populatiom imcreased from 21,634,000 in
1981 to 27,800,000 im 1960 and 29,300,000 in 1962; per capita
oil consumptiew is calculated to imcrease from 3.35 kg. im 1951 teo
7.11 im 1860 and 5.70 kg, in 1962, Se im a ten year period after
1951, beth the total visible consumption and per capita consumpfion
of vegetable o0ils have moere than deubled,

''The demand and supply analysis can clearly reveal
the most importamt market problem in connection with
olive oils snd vegetable oils, the wideniung gap of
production and consumption. One solution te effer
te this problem is to emcourage consumption of other
vegetable o0ils rather then olive o0il in the domestic
market; and having the possibility ef exporting olive
0il surplus thus created, This wpuld mean changes in
consumption patterms inm thssfirst place, and increasing
production in the other,'!’

' Another problem of the elive o0il market —on a nationwide basis— is

the instability ef the market., ''Governments of all major olive

oil preducing coumtries-like Italy, Framce, Portugal, Greece, Spaiw

' etc,~have been intreducimg measures to protect the olive oil market

from iwstability."37
[

Still another preblem is ome of stapdardization, Dr. Mehmet ALi
Goktas argues that elive oil st andards should be seriously establis

fér iﬁternal and international marketing., Considering the internal

36/ Quoted from Atif Erke, Edremit o .
37/ Food end Agriculture Organizatiom of U,N,; The Stabilizatien
of Olive 0ils Market, Commedity Policy Studies Neo.9{Rome,l955)

i
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am&'international clagsification of olive o0ils, the Turkish Standards
Institute (TSE) is expected to handle this problem also. Im the
recent decade, additiemal preblems have been created in the olive
0il market im relatiom with merchanding by producer md wholesaler,
distorting the picture towards instability and inefficiency:

1. In the post-war peried, balance of demand and supply
is distorted by various factors.

2., Qlive 0il exports have been low, Maximum is 26,482
toms im 1962,

3. Population increased-national inceme increased-
transportation facilities increased-and value of TL
changed, Thus olive o0il prices showed an upward trend,
since increase in productiom could not keep in pace
with increase in consumption, In ecamemic analysis,

'"Cobweb Theorem'' worked-where supply is adjusted to
demand only after a certain interval. As a consequence,
fluctuations im olive o0il production énd prices were
observed,

4, Control of olive oil prices were made by some
restrictive measures -such as price ceilings— which
seem to be a limiting factor for the development of
olive 0il business @nd murket,

5, Finally, in a period when per capita demand for
vegetable oils is about 4 kg. a year, no serious stocking
policy is present in Turkey where olive o0il industry
constitutes 33 percent of the total cils industry.

The picture drawn above is not very promising. In
short, although preference for olive 0ils nuave continued
even in times when prices went up to 15 TL a kilogram,
it is also a fact tlat such high prices hauve forced the
consumer to con pme other less expensive substitute
vegetable oils.

The problem of risimg prices ot olive 0ils was handled by the
government in the intlationary peridd, This control tooK the form
of price ceiling: that was popular im that pebiody the results were]
mot bright, leaving aside the detrimental effects of intervention,

Intervention proved to be harmful and uneconemic; yet these problem#

38/ Picaret Gazetesi. Nov. 25-25. pp. 1-3
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are not aliogether solved even for today,

Turkish 0il Industtry Seminars are dynamic and new movements to
to solve the problems of the oil industry; improvements are recomm
for the industry as a whole, However olive 0il market probleps in
relation with marketing s d merchandising are not analyzed to any

great extent in these amnual seminars,

4. Legal Aspects,

In merchandising of olive oil -by producer md wholesaler—
Feod Products Law ¢f Turkey lay out the legal frmmework and orga—
nization, The relevant items are listed below:

Article 113, Natural olive oils are classified into
five categories: (1) tiltered olive oil -with fresh
alive odor and a special flavor, with no bitter taste,
Oleic acid ratio is less tamn 8 percent. (2) Expra-
expra olive 0il -with the same qualiticatioms, oleic
acid ratio less thhn 1,5 percent., Other characteristics
are purity, flavor, no other odors ad precipitates,
and matural taste, (3) Extre olive o0il — with the same

uszlifications, acidity is less than 2.5 percent,

?4) First Class for Meals —similar characteristics,,
acidity less tah 3,5 percent., (5) Second Chass for

mealls —again simil ar characteristics with maximum acidity
of 4.5 percent.

Article 114, Natural olive oils with higher acidity
can bDe mixed with refined olive oils., This is called
*'coupage'', and the mixture is called coupé olive oil,
Mixed olive oils are classified into two categories:
(1) First quality coupé -acidity less than 1.5 percent,
Characteristics are purity, absence of precipitation,
and natural taste with limited bitterness. (2) Second
quality coupé - with similar cBhmacteristics aid
acidity less tah 2.5 percent,

Article 116,0live 0ils can not be colered, or mixed
with other kinds of oils and fats,

Article 117.0n the containers of all marketed

|
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whelegaler or preducer ¢ils, name and address eof the
supplier, name and category of the standurdized eil
must. be labblled, Alse met contents shoeuld he
-identified in: quantitative terms,

Article 118. Oils that are precipitated, impure,
decolered, and disqualified can be re-precessed and
re-purified te impreve quality, Jlhese are called
refined eoils,

Article 119. Acid ratie of all refimed oils is 3 percept
maximuem, ‘

Article 133. The fellewing eils -natural, ceupé, er
refined- are disqualified: these canned in centainers
met preperly labelled, whose contents are net
apprepriately qualified, these mixed with ether
vegetabld eils, these which centain harmful paints,
these impure and precipitated eils,

Article 134. I'he fellewing eils are detrimental te
health: disqualified eils, bitter o0ils, these containg
harmful bacteria, these canned in impreper metal
centainers, ‘

Article 135, The fellewing eils are semewhat detmiment&l
te heaulth: these centaing any unhealthy elements,
and these mixed with inorganicagils or disqualified eils,
Such ei¥s can net be marketed,

These articles extracted frem the Feed Preducts Lav censtitute the
rules ef the game of merchandising, Thewse are; alse, ether leggl
requirements eof general mature —cited im Ghe Cemmercial Law- that
the olive eil preducer and whelesaler must fullfill in his

merchandising,

ggﬁ l1zzet Gir, Gida Maddeleri Mevzuatyi (Istanbul:Aydin Giiler
Kitabevi,198Y) pp. 51-50.
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ANALYSIS IN COMPETITI 0N

Preducer's Market:

Se far, the mature of the commddity amd merchandising preblems
ir marketing of elive eil -as te the preduct, prices, premetiens,
and market erganizatiem— have beem deseribed and analyzed at tlee
producer's and whelesaler's levels, on a cemparative basis, Now.
the market amalysis will be made im cempetiitien at these twe leveIL,

‘and relatienships will be leoked feor.

In mwarketing and merchandising ef elive eil, the fellewing chaip
can be recegmized: elive oil preducer ~te—~ whelesuler im anether
lecation ~te~ retailer ~te— coemsumem The market amd cempetitien
in relatien with the preducer and whoelesaler will be visualized in
twe distinct Ievels, Amalysis im cempetitiem will be made at thesr
twe levels in terms of cenditions ef free competition listed by
‘Tiber Scitevsky as:

I. Competitive Spirit
2. Large Numbers

3. Similarity ef Size
4, Changing Membership
5. Capital

6. Ecenemies of Scale
T. Entrepneurship 40
8., Uninfermed Market.

The first feur facters are im faver ef cempetition; the last feur

40/ Tiber Seitevsky, Welfare and Bsmpetitiem (Lenden:Umiversity
Press,1964) pp. 3I0-327.
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factors are restraing competitiom., The producers'market can be

analyzed as to these factors,

I. Pactors Favorable to Competition:

COMPETITIVE SPIRIT: This means the absence or presence of a

co—operative spirit im the olive oil industry. Altheugh no definit

it J

and accurate conelusioms can be arrived at. this subject. ~since this
can not. be measured- it cam be argued that the presence of a
co—opermtive spirit im formal and imformal ways im the olive oil
prodyction centers like Bdremit-Ayvalik is a force working against
the formulationm of a full competitive spirit, Thiis attitute
devedops frem the traditional characteristics of the industry,
local Chambers of Cemmerce and Industry, and conserwative attitutes

due to the demamd and supply cenditions.

LARGE NUMBERS: There are 592 olive oil factories im Turkey. 0f
this total, 108 are im Balrkesir (which includes Edredit—Ayvalik
area), and 155 in izmir., In the Edremit regien, there are 8 millio#
olive trees and 58 olive oil factories; in Edremit city, 5 million
olive trees amd 36 olive oil factories are present., (Total number
of olive trees is around 60 million in the country), Average yearly
ﬁlive 0il productienm of this regiom is 22,000 tons of which 15,000

tons: are supplied by Edremit,

Se, considering Edremit regiom, it can be concluded that large

numbers of olive oil producers —in terms of factories~ are lacking
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espeeially in comparisom to the number of wholesalers im Istanbul

{around 250),

SIMILARITY OF SIZE: Simylarity of size concept, as a factor
in faver et free competition, is somewhat distorted at the pToduceI's{
level. Of the 36 elive oil fuctories in Edremit, some are small
eétahlishments iith I press, and some are large establishments
with 4 presses, Se in,qomparlson to the similarity of size of
Istanbul wholeszalers (that will be discussed im the next part),
sizes of the preduction umnits in Edremit area vary om & larger

scale,

CHANGING MIMBERSHIP: Most of the factories in Edremit-Ayvalik
area- were built .  -betweem 1910-1930, New establishhents are
rare, since the present capacity of. the industry absorbs: the limitéd
suppiy of olives in the ;iggi.a .. .' As a conservative kind of
business —as argued by most producers-— drop outs andé new entries
are rare in the industry, So the industry is in a static mature

rather than dynamie, in comparison 4o the wholesale business

LT J

that reqguires less capital, less entrepneurship, and less geographi
requirements(as discussed later), So membership among olive oil

producers dees mot change in the short-rum, and long-run changes

are mot comsiderable.

3, Factors Restraing Competition:

CAPITAL: Capitel requirements of constructing an olive oil
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preductien concerm are censiderably high, Atif Erke, as an
autherity em this subject, gives the fellewing figures;
Capital requirement ef an olive eil factery (3 presses)
Pixed Capital:
La.nd . . [ . [ - . [ . 80,000 TL

Buildings « s & s & » 100,000 TL
Machinery and Equipmen
y Quipmente, 600 TL

Other Lxpenses , ., , ., 60,000 TL
VWerking Capital:
Liquid Assets . , , . 100,000 TL

T.tal L . B R T S R S SR -‘ 506:006 IE

Nete: Te censtruct & medern olive eil factery
of similar size (3 presses) weuld at least require a
&ouble-anount4!f capital eutlays, that is at least
I milliem TL.™"
Capital requirements of the whelesale business ape much lewer; as

shewsr in the next part,

ECONOMIES OF SCALE: ''In mest industries, there is a certain
size of plant er 2 certain range of sizes that is mere efficient
and therefere moere ecenemical te eperate .than either smaller eor

42 1 the olive eil industry this is exactly the

larger plants.
cage. Daily ecememical capacity er welume of an elive 0il facter
ag the mest efficient velume is calculated again by Atif Lrke as
 fellevws:
150 sacks X 100 KG. of olives per sack — 15,000 KG, of
elives
Therefere, the size of the plant shewld permit ]
eperatien at this level in order %o have econgg:es-of
scale, that is beth econemical and efficient.

Se there ere economies of scale in the elive eil industry as a

facter restraimimg competitien,

’ f At1f Erke, Edremit . . .
%%/ %g;::dSc;zzvsky, Welf;re and Cempetitien (London:Unlver51ty
Press,1964) p, 33L. ]
43/ Queted frem Atif Lrke, Ldremit
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FNPREPNEURSHIP: First ef all, it sheuld be mentiened that en
this subjeet - just like the subject of competitive spirit as the
first facter favering cempetition - me precise cenclusiems cam be
made im quamtitative terms, Yet im the discussien of ether

facters, such quantitative analysis is made,

Relative secarcity eof eme type of managerial skill (namely
eperating an elive ¢il factery) has implicatiems upen entry, sincT
this is a risky and challenging uadertaking. Emtrepmneurial skill*
necessary te manage am elive eil factery as a preducer require’

a geed degree of entrepneurial kmewledge, ability, and experience,

This requirement can be less te eperate a shep er firm as a whelegal

mainly because in the fermer pro@dction function is imvelved wher a#

im the Iatter there is me such functien., 7The first type of
managerial skill is.searce in cemparisen with the secend type;

as such, busimessmen talk et the difficulty ef beimg an elive eil
preducer eperatimg a factery, cemsidering all the aspects of

preductien, marketing, and merchundising.

Se it can be cemcluded that tihe emtrepmeurial skills necessary
te beceme an olive eil pwoducef act as & restraimng facter upen
competition; while this requirement -being & less challenging ene—
at the whelesaler's level dees net restrict cempetitien as much.
The preducer has imdustrial preblems that the wholesaler dees met
have; alse the fermer takes:additiemal risks im-preductien and

marketing., Se, entrepneurship limits competition at this level.

er,
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UNINFORMED M ARKET: It can be argued that in
0il market at thé

general, the olive
consumers' level is quite an uninformed marke®
in certain aspects. This is another factor restraing competition
vhich is true &t the producer's level as well as at the wholesuler 84
The nature of this partly uninformed market will be analyzed in
the Market Relation of the Producer and the Wholesaler in

Merchandising part of this chapter,

In conclusion, it can be observed thst factors in favor eof
competition are somewhat limited, and factors restraing competitiod

are present in the olive 0il market at the producer's level.

Yholesaler's Market:

At the wholesalers' level of the olive oil market, the sume
analysis in competition can be made in terms of conditions of
free compwtiﬁion —factors favoring and restraing competition.

Again the same eight factors will be considered respectively.

I. Factors Pavorable to Competition:

COMPETITIVE SPIRIT: The competitive spirit Tiber Scitovsky
mentions ~though being hard to measure-— can be considered to exist
more among Istamnbul wholesalers; whe are more numerous , more
similar im size, and with mere often changing membership in
comparison with Edremit region producers. This much can be enough

te argue en this debatable issue which includes some value judgemenr.
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LARGE NUﬁBERS: As the main feature of a freely competitive mark#t,
large number of competitors can be found at the wholesalers' level
in Ist anbul, There are 150 large, and 100 medium and small olive
0il wholesalers registered at the Chambers of Commerce. Apert
from this totsl ef 250, there are alse large number of fiarms and
*people carrying on p1ive eil business as vholesalers whe aré not
registered, Their mumber can be estimated te be around 508, but
this can met be considered as an accurate estimate since this

number can change freqmently."44

Comparing these figures with the 68 ollive oil factories (er
preducers) in Edremit region can give an idea of the degree of

competition at each level.

SIMILARITY OF SIZE: In general, except fer. a fex large olive
0il wholesalers, size amd capacity et the a&erage Istanbul wnolesalLr
is moderately similar., A very rough calculatien of the volume of
business handled by the Istambul wholesalers is made by Atif Erke:

Average annusl supply of 10,000 tons of olive oil to

Istanbul X average price of 6 TL per kg. — 60,000,000 TL}

60,000,000 TL. + 250 registered wholesalers — 240,000 TL
Se the average volume of business htndled by one
Istanbul olive oil wholesaler is 240,000 TL.
However tnis4salculation ignores the unregistered
wholesalers.

Considering the typical Istabul wholesalers in their shops side by
gide im Yagiskelesi, this seems te be atse a realistid figure of
the size of business which does not shew too much deviations from

the mean, Also volume of the shops are similar with a storage
uote Tom Faruk serpil, Istanbul

45{ Quoted from Atif Brke, Edremit
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capacity ef 100 kg. on the average, This similarity of size c.n be

explicitly seen in Yapiskelesi,

On the ether hand, similarity of size concept of free competitioﬁ
is distorted on a larger scale in Edremit olive oil factories in
comparisen with Istanbul wholesaler shops.''lt cuen be concluded
| that volume and capacity of the typical wholesalers in Istanbul is
around 2 tens in ome txunsactiem on the averlge."46 This amount
for the preducer, who carries on & larger volume business, cam vary

between B te hundreds of tons of merchandise at any one time,

CHANGING MEMBERSHIP: Another featare of a freely competitive
Jmarketgis changing membership and free entry. In Istanbul, rapid
drep-eut amd new entries in cennection with the olive ¢il business
at the ynolesale level can be neted on a dynamic scale. This means
that the market at this level is more tlexible th.m that at the
predﬁcer's level., The reason is that ecapital, entrepneurship, and
geographical requirements te start the olive 0il business as a
wholesaler are less than to start as a producer. Capital and
'entrepﬁeurial necessities are analyzed under tneir own headings. A%
to the geographical requirement, it is emough to say that am olive
éil wholesaler can be located at any place. However the producer
has to be cenﬁralizel in the olive regians where the industry is

Pocated.

Uﬁ&er these circumstances, new entries o# business failures

46/ Quoted from Ammet Akdag, Istanbul
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*Rimeng olive oil wholesalers in Istambul awe approximately 10 percent
while this figure is definitely much less ameng olive o0il producers
in Edremit amd Ayva11k."47 (Figures are on an annual basis,)

Se it is cencluded that changing membership is more of a characteri#ti

ef whoelesalers than producers of the olive oil business,

2, Factors Restraing Competition:

CAPITAL: Capital is the main factor restraimg competition, by
acting as a limiting facter, Capital requirements of a producer
are much higher than a wholesaler, since the former has larger
fixed capital requirements te start business, Also the working
capital requirements are less, since the wholesaler operates al a
smaller volume, The folloving figures given by At1f Erke shovw
the capital requirement of an awerage Istanbul wholesaler te

get inte the olive oil busimess:

Fixed Capital requirement . . . .50,000 TL

Working Capital requirement . . .40,000 TL
Other outlays required . . . . . 10,000 IL

Tﬁt'fﬂ-]i.....----..-.105,655!E

Compabed to the capital requirement of half a

million eor even more then a #iillion TL of the

producer (tabulgted before), a wide ditfference
can be marked.

So capital is a smaller factor restraing competition in wholesaler'#

Fnarket, inicomparisen with the preducer’s market,

ECONOMIES OF SCALE: I+ waes argued that economies of scale act

as one facter restraing competition in wholesaler's market, It

47/ Queted from Faruk Serpid, Istahbul
28/ Quoted from Ataf Erke, Edremit
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vwes ‘argued that there is an optimum size for an olive o0il factery
operated by the producer, This concept ''sets a lower limit te
| size, since the firm can net consist of less than one plant"49
vhese cost and volﬁme {as demonstrated) is considerable in

comparison th the whelesaler's shep.

Ecenomies of scale are-unimpn:tantu in the wholesale business
which eperates with smaller velume, 100 kg, of merchandise might
as well suffice to start the business. Therefore, this facter

does mot restrain cempetition at the wholesaler's level,

ENTREPNEURSHIP{ As argued in the last section of this chapeer,
entrepneurial skills nmecessary to condust an o}ive 0oil productien
busihess exceed those required to conduct & whelesale business.
So entrepneurship facter dees not restrict competition at the

wvhilesaler's level, altheugh it does at the preducer's level,

UNINFORMED M ‘RKET: Olive -0il market in gemeral is argued to
be somewhat an uninformed market, ‘This factor acts as a factor
-reatraing competition at both the producers and the wholesaler's
levels, This subject will be analyzed in the next part of the

chapter,

In cenclusiom, producer's market is somewhut less cempetitive

than the whelesaler's market; because of the factors ef free

49/ fihor*ScitbvsKy, Velfare and Cempetitien (Lenden:University
Press,1964) p, 331,
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competition, both in faver and against it., On a comparative
basis (1) cempetitive spirit, (2) large numbers, (3) similarity
of size, (4) changing membership; amd smaller requirements of

(58) capital, (6) economies of scale, (7) entrepneurship render
the wholesalers' market more competitive than the producers'
market, Im the latter, (1) competitive spirit, (2) large mumbers,
(3) similarity of size, (4) changing membership are found te be 10#8;
and (5) capital, (6) chnomieg of scale, (7) entrepneirship
requirements are higher than those for the former., The whole
analysis ié made on 2 comparative basis; the lest factor in this
ist —that is (8) uminformed market— is a characteristic of the
whole market, and restrains' competion to some extemt in the whole
market, This'compleﬂas the analysis of the producer's and

wholesaler's markets in cempetition.,
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Market Relationship ef Preducer and Whelesaler in Merchandisingl

Market.relatiqnship of elive eil preducer and whelesaler can be
analyzed in the framewerk of a quite uninfermed market, thut the
whele elive eil market is, As the dast facter restraingng
ceompetitien —at beth market levels— unminfermed market has five
features am argued by Tiber Scitevsky:

l. Lack of Preduct Variatienm
2, Advertising
3. Price as an Index of Quality
4, Price Discrimimations 50
5. Quantitative Price Discriminatiens,
Each will be analyzed in turn te shew the degree of ignerance of

the buyer (censumer) im the olive eil market; and implicatiens en

merchandising will be peinted eut,

¥. Lack of Product Variatien:

Lack ef preduct differentiation; er merchandising a standardized
preduct, is ene characteristic ef an uninfermed market and the
elive pil market. All the elive eil preducers and wholesslers
merchandise and sell the same basic cemmedity (elive eil) standardqz#d

~as discussgd in the second chapter= as te quality,

| '"Lack of variety im the ignerant buyers' tastes acceunts
fer the similarity ef the preducts cempeting in the uninformed
‘market.'*9l In the olive eil marked, preduct differentiatien is
limited te standards clese te each other (as seen in the Feed
Preducts kaw}), Fur thermere, the lack ef variety am censumers'

tastes —as teo quality and differentiation— simplifies the functien

50/ Tiber ocitevsky, Welfare and Cempetition (Lenden:university
Press,lu64) pp. 308-413,

51/ Ibid, p. 398,
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of preducers and whelesalers in merchandising. Product differentis

e

isn
is extremely limited im a narrew range because of the nature of the T
commodity, altheugh it tsm be standardized te a certain quality.

Yet in general, the cemsumer is unaware of this slight differentiatien

and stamdardizatien. Se, emne cam talk of lack of preduct variation

in the olive oiI market,

2. Advertising:
- Considering the limited annual preductien ef olive o0il and the
Yack of effective storage pelicies, advertising ir this business
aims te expand the market share rather than the market itself. Thii
is an impert aat feature of the industry which in essence limits the
expansion of the markets, In general, olive oil producers are net
great advertisers at all}this is semewhat true for the wholesalers

teo., Yet im the recemt period, the volume of advertising increeased.

'"'"Phe scepe of advertising depends oen the ignorance of the peopl

——

te whom it is ad@ressed, The more ignor:nt the buyer, the more he
relies en adverﬁisihgé;ﬁaSe this‘can give ar idea of the degree of
igner ance of the olive eil market; where it can be concluded that
the market is meither teo ignorant, ner equipped with full
informatien, (Ex;ct tigures en the volume of advertising by olive
0il sellers are not available; but autnorities claim that olive

0il sellers'sax eccupy & middle rew among the total advertisess.)

Under these cenditioms, ''it is the seller's interest, rather than

52/ Ibid. p. 401
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teo hrelp the buyers make ratiomal comparisems, te prevent this,*+33
Se what they de is te give imadequate and general information im
the advertisements; olive 0il sellers effer mo informatienm about
the exact mature, quality, and reasons of suﬁerierity of their

product on legical greunds,

| In the advertisements what is seen er heard is such broad sloga%h
as ''higher quality'’, '‘'better quality'', ''delicious'', ''pure'’,
''superior'’ etc, They emcape te give full information about the
character of their preduct, which is net much different frem other
preducts im essence. Se their advertisements are nen-infermative
and rather gemeral im erder net to restrict their market. This
obvieusly is amether evidence abeut the degree of ignorance of the

olive oil market.

8, Price as an Index of Quality:

Censidering that the typical consumer is an uninformed buyer
of olive eil to some extept, he (or she) is inclined te evaluate
the cemmedity te purchase im terms of certain symbols like trademark,
reputation, pricel etc., Brands merchandised und prometed with
_higher price are accepted -rightly er wromgly- as superior in the
‘market. ''The word (#xpensive) hes come to stand as much for high
quality as for high cost"sas is the case with a number of brands.

.Im contrast te this, lower priced eils are attributed cheap

characteristics,

53, Ibid. p. 402
54/ 1bid. p. 404
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Ignerance en part. of the buyer eam be expressed by the fact

that he (or she) is unaware of the meaning ef the werd 'teoupé'?’,
attributing it te seme high quality. Se the consumer regards the
price of olive oid as an index et quuality et tne cemmedity abeut
which he (or she) is net fully infermed, having access to ne ether
reasenable griteriem., This is anether characteristic of an

uninfermed market.,

4, Priece Diseriminatiens:

Another feature of am uminfermed market is price discriminatien|
Likewise in the elive eil market, sume quality elive eils are seld
at ditferent prices, because ot the reasens cited in the third

chapter en merchandisimg. This price discrimination takes a numbeT

of ferxps:

L. Packaging dirferences —eils cunned or seld epea
may be identical but with dirferent prices,

2, Geegraphical price ditfferences —especiually in
case of open olive oils wnere prices are adjusted
flexibly censidering the retailers and censumers
in questien.

8. Geodwill price discriminatiens—of certain brands
of Edremit, Ayvalik, Burnaniye, Izmir regions,

4., Other formal and intermal price discrimimnations
between prtdugsr and wnelesaler or wholessler
amd retailer,

Censiderimg that ''the greatest scepe for price discriminatien isg

56, it might be supperted that there

" im the unintermed market''
are a let of price disctiminatiens in the elive eil market tee,

This is anether imdicater ef the umintermed muture of the market,

56/ Quoted frem Atif Erke, Edremit o . '
53’ Tiber Scitevsky, Weltare and Cempetition (Lenden:university

Press,1964} p. 406,
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‘B, anmtitatiwe Price Discriminations:

Quantitative price discriminatiens are alse noted in the elive
eil market, where difftrent per unit prices are established en
différent units er quantities of the cemmedity seld. In ether
words,kboth‘ax-the preducer's and the whelesaler's levels, if
larger quamtities ef olive oils are bought eor seld, lewer per
wnit prices can be . ebtained.. This is net a rare procedure in
merchandising ef olive eil; and obviously quantitative price
diserimimations of any'ﬁ&pf‘aré characteristics ef an uminfemmed

market,

This analysil_reveals that the olive oil market is a semewhat
opinfeormed market, Here it must be pointed out that it can not be
supported that this is a complete ecenomic model in abstractioen;
but only seme characteristics and tendencies cwn be talked of.
This is also true fer the whele apalysis.Alse, proeducer's market
is net & model eof imperfect eor eligopolistic cempetition, ner is
whelesaler's market a medel of free competition. Only seme

elements snd features of these caﬁ be talked ef im the analysis,

Se it has beem shdwn that merchandising of olive oil by the
preducer is carried threugh a less competitive frumewerk then
merchandisimg by-wbnlésalers. The common characteristic ef beih

market levels is am uninfermed market te a certain extent, as a

facter restricting cempetitien semewhat.
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-Market relationship of the preducer and the wholesaler in
merchandising has te be visualized threugh this erganizatien,
In this relatioenship, the wholesaler is the one whe has te Tely
en the preducer im any case te supply the merchandise, That means
that the preducers have contrel en the supply ef merclandise.
Argument ef an autherity em this subject is -as fellews:

'*Unlike the position ef the wholesaler, the
producer has access te a variety and number of
alterpatives of wholesalers snd middlemen to sell
his preduct te, The wholesaler, on the other hand,
relies upon limited number of regional producers
in marketing and merchandising. This shows that
the producer has an influence upen the whelesaler
in mercnsndising eof olive oil,

Nevertheless, it is the whédesaler whe is influential
upen the rest of the murketing channel, namely octher
middlemen (if any), retailers, ané ultimate consumers,
As fur as merchandising is concerned, tuis holds true
for product policies and practices, prices, promotional
techniques, and market place,

So up to the wholesaler's level producer pluays the
dominant role with a louder voice. From then on, the
sole of the wholesaler is dominant., His influences
upon rest of the channel might be in terms of demand
and supply of merchandise, advertisements, prices
quoted and terms of sules, credit policies, collectiens,
packaging, displagqarrangements, stecking and
truensportation.''

Se it might be argmed that merchandising problem of the
- whelesaler is getting te be mere significant in the whole phenomenﬁ.
In aggregate,.it might be said that the role of the wholesaler in
merchandising is o bigger one; that he influences a longer portion|
ef the marketing chain, But it must alse be remembered that mest

of this rohe is dictated by the influence and force of the

57/ Queted from Ataf irke, Edremit
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preducer, Im any case this seems teo be normal - t#. a certain extpnt

ﬁinﬂthe'rY’Vriﬁiﬁ,praetihb-* in the subject of merchundising.

Now, cempenents ef merchandising (product — prices - prometiens) -
market ergamization) will be analyzed in context of market

relationship ef preducer and wholesaler.

I. Preduct,

Cemsidering standardization, grading, packaging, quality,
brapding, and inventery management in relatien with the preduct,
vhelesaler's role seems te be a greater onme than the preducer's.
Branding may be the most impertant functiom ef this subject that

is clesely related te all the cemponents ef the product listed,

The increasing réle of the whelesaler is expressed as follews:

""More amd more, merchundisimg in relation with
the preduct is transferred to the wholesaler as a
mearketing functien, Se he has to consider the retailer
and the consumer im his merchandisimg policies since
he i3 cleser te them both in the morket place and in
the marketing chain, in comparisen with the producer,
The widest known olive o0il brands today are such
whelesaler brands whe de not necessarily produce their
product. -

Most eof the olive o0il producer firms are willing te
transfer such merchandising t«sks to the wholesalers
on a contractual or informal basis, It can be seen
that the merchandising problem of the wheoleszler in
reﬂatiss with the product is getting to be a larger
oné,"!

In this subject, varieus serts ef commercial agreements are cemmon

between the Edremit-Ayvalik preducers and Istznbul whelesalers

. 58/ Queted frem Faruk Serpil, Istanbul
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fer purposes of & mere ce—operative and ce-erdinuted merchandising,
However there are alse producers and wholesalers whe prefer to

eperate mere independently.

2. Prices,

Excluding th§ topic of '"'pricing'' frem the analysis ef
merch:ndising relations, a survey of the elive oil prices (shewn
im chapber twe and the Appendix) reveals that prices ef preducers
are very inYluential upen the rest ef the channel as fleer prices,
Mere specific‘i?y; preducer prices are deminant at the wholesale
fievel; but frem this level em, wholesale prices in the ''bourses’’
become dominakt as a bagic price of the commedity in questioen.

One autherity em this subject argues that:

ttfeor the tirst place, olive oil is a costly
commodity te produce. When various margins of
middlemen are added to this, in marketing and
merchandising, the product becomes an expensive
 commedity in tue eyes of the consuming publie,
Although exact cost indormationsare lacking, in
general, i can be said that wholeszler murgins
are lower than preducer margims —since the former
mere relies im turpever -amd the latter whe depends
upen margin huve two different issues, Lovwer limits
of commen margins .might be 5 percent for tiie wholesuler
and 10 percent fer tie preducer. Upper limits may
be 25 and 30 percent respectively.

" In this subject of olive eil prices, béth the
producer and the whelesaler are inclined to accuse
each eother for being speculative, The general publie,
on the other hand, is inclined te accuse the producer
fer rising price level of séive'eil. These accusatiens
ecan be partly justified.'’

Ir any price analysis ef elive oil, it is mecessary teo censiden

59/ Queted frem Ahmet Akda®, Istanbul
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the nen-ecomemic facteors that get imte the picture, apart frem

& pure analysis of supply md demand,

' 3. Premetiens,

Censidering that the task of merchandisimg ef the whelesaler
is getting to be a heawier burden, mest sales premotions are
being made practically by him, Due te the less cempetitive
mature of the market at the preducers' level in comparisem with
the mere competitiive market of the whelesaler, the fermer party’
might be reluctant te get imte large premetional eutlays.
Demand and supply situatien ef elive eil favers such behavier

teo,

Im Isdanbul, mere premetienal attempts and practices are neted
Vat the whelesalers'! level, In any case, financial pewer of the
firm is an impertant determinamt eof the extent ef sales promotioens,
Cemtractual relatienships may exist between preducer and wholesaler
to premote sales md business; im this case attemts are
srganized . f; in co—operztion, Sich ce-—eperatien is net absent,
.side by side with ihdividual large prometienal cumpaigns en part

of seme eolive eil firms, It is seen eor heard that certain elive

eil brands are highly advertised.

4, Market Organizatien.

In the market place reles ef preducers and whelesalers in

merchandising are distinct in seme phases and similar and
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everlapping im some other aspects. Market relationship of
preducer and wholesaler is a very close one $E mutual dependence,
The mes® popular and knewn rofm ot marketing chain (as described
in thi§ study) is @live eil regien preducer ~te— whelesaler in
seme ether lecatien ~te—- retailer —te- cemsumer. In this precess,

 preducer alse acts as the first wholesaler, since he sells im bulk,

Alse there are mumerous sther market erganizatieons and chains
in practice, apart frem the classical organization cited, Althbug+
these are feound less 'wwni'nﬁfinynarketing and merchaendising ef
elive oil, they might as well be mentiened here:

(1) Small precesser —~te— wholesalers -te— retailers -~ te -
consumers, ‘ |

(2) Preducer —to— large retailers -te- censumers,

(3) Small precesser —te— preducer —te— wholesalers -te— censumeys.

"~ (4) Preducer -te~ whelesalers #ite~ censumers.
In this precess, small processer is the small elive eil preducer
whe dees net ewn a plamt; and the whelesaler is either an agent
and distributer er an independent whelesalef, as described in the
Intreductien. Prodﬁcer ﬁeans the large elive oil preducer operatin#

a factery, actimg as a first whélesaler,

.Inngeneral, in merchandising of elive eil the strenger party
is always mere inluential en tlLe rest of the channel, Usually this
‘lis the preducer; theugh rele of the whelesaler in merchandising is

a larger ene, Beth parties have unique and cemmen merchandising
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preblems that they tackle tegether or independently, Yet in any

Cése, merch:ndising ef olive ojl by preducer and wholes:uler is

interrelated in many respects,

Finally, it can be stated thit the olive oil market at the
wnolesale‘level seems to be a more dynamic one than the producer's

level which seems more static; sice the rormer 1s more cumpetitive

in cemparisen with the latter as snown in tnis canpter, Lhis

cleses the analysis ef market relation of preducer and wholesaler

in context of Amalysis in Cempetition,
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C Q NCLUSIONS AND RECOMMENDATIONS

Seme conclusiems and recommendations can be arrivéd at after
tye descriptien, analysis, and comparisen of merchundising of
olive eil by producer and wholesaler, These are related te the
product, prices, premotiens, and merket ergenization as compenends

of merchandising. Finally, there will be a tetal evaluatien,

Product:

1. Productien and Marketing ef Olive 0il by the Producer.

Preduction of elive oil in Turkey is generally old fashiened in
technolegy, metheds, erganizatien, and management., Hence it is
pessible te speeak of a traditienal elive 0il industry, with seme
limite# competition, Preductien and marketing cests are clkaimed
te be high, although ne cost acceuntimg system is practiced te
break dewn total cests inte variable and fixed items with certain
| standards established, Medern technolegy, equipment, and metheds
sheuld be applied to the industry im a medern industrial
ladministration. Increased cempetitien cam be a stimulus towards
this direction, Alss fer a sound cost centrel (and price contrel)
managerial acceuntimg, that is cest accounting, should be applied.
This weuld mean majer changes in total attitutes of elive oil

producers.
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2. Qu&alit! i

Por the preseat, there is ne majer guarantee of quality maintainpd

fer the consumers in the market, This weuld eall for a better
system of regulatien te be established en part ef the cemtral
autherities and gevernment, Differentiatien of pure and natural,
mixed, and refined elive oils sheuld be practically definite and
properly standardized and graded. Illegal miximg practices should

be held undex strict centrel, Furtihermere qualities of oils must

the ultimate consumer is protected agasimst dishenesty. Preducers
and whelesalers should keep im mind the prestige ef this business

in this peried wnem the consumer is seriously deubtful abeut it.

3. Packaging.
pyeaving aside the elive eils seld epen, puckaging increases

cests and prices ef olive oils a let. This is especially true

preblem of merchandising, beth im faver ef the seiler and the
buyer. Alse packaging functien has te be impreved at beth the
preducer's and the vholesaler's levels fer a better preduct

.guarantee.in merchandising.,

-

4, Bnamdlgg.

Consumer loyalty end faith is enly built areund these brands

that de an hemest job in merchandising, It is custemary te see

be alse centrediled, especially im case of open olive eoils; se that

fer smaller cans., Ways sheuld be looked for te selve the packaginq
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brand images change over time, with enly some trademarks surviving
in the Ieng-run. Therefere a better branding pelicy, including
all the aspects of merch.ndising, sheuld be follewed by the
preducer and the whelesaler. Again appropriate regulatien and
centrel sheuld be established in the market en part ef the
gevernment, te salfeguard censumers on ene hand and legal

competition en the ether,

5; Inventeories,

Inventery management in the elive o0il business is a
challenging area, considering demestic preductien and imports
versus censumption and experts ef oils., Theugh demand and supply
picture is disterted in the olive oeil market, no serieus
stecking pelicy is adepted., Scieutific management and seund
inventery management sheuid be applied to this area. Since this
is the critical variable in merchendising, thé goevernment and
sellers sneuld make seund predictions et fluctuations and

speculatiéns in tne olive oil marhet.

Prices:

6, Preducér‘s Level,

0live oil is an expensive commedity altheugh a basic
censumer good. High prices start from the proeducer's level amd
keep increasing up te the consumer's level. Censequently, te

f cotrel cests and prices and te guard agaimst periedic fluctuatiens
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is eme task te be fullfilled enm part of the preducer. Goevernment
interference sheuwld not disceurage the olive oil preducer; but
the whele attitute in this ares sheuld be impreved. This is

& het issue as far as all speculative tendencies are cencermed,

T. Wholesaler's Level,

Wholesaler margins still push price levels up. At this level
tee,effective contrel is required in the market against instaebilitly
and speculatiom. Centrel ef the market mechanism can be
mere effective by impreving the cempetitive atmesphere towards
a mere free cempdition, In any case, harmful and umecenemic
measures and imtervention of geverment ought te be stepped;

price mechanism must be contrelled but net played with too much,

8. Price Analysis,

Imperts und experts ef e¢ils sheuld be carefully planned and
regulated, im centrast with the present situatien, Unfertunate
effects of these on the elive eil market en demand and supply
mechanism should be kept im mind and thus prevented, Measures
against instability (like an efficient preductien, imperis-
 experts, sterage, and marketing pelicies) sheuld be takem like im

sther elive o0il preducimg - ceuntries.

Prometiens:

9, Advertisimg by Preducer.

Advertisements eof elive eil preducers, as well as whelesalers,
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are imecressing im tthe market., Imn the future, mere sephisticated
types of cempaigas can be expected, Businessmen, therefere,
sheuld find eut ways and means te regulate eolive oil advertising.

Preper central centrels might as well be made te prevent dishenest

advertising,

10. Advertising by Whelesaler.

Mere advertising is neted at this level in mere cempetitien,
The same recommemdation made abeve can alse held true at this
level alse. Since this is a dynamic area of merchandising,
- adequate regulation and cemtrel (im ferm ef self-centrel and

i gevernment centrel) sheuld be givem emphasis,

1. Other Sales Premetions,

Various mew teels and metheds ef medern sales premetiens can
be practiced by the elive eil preducers and vhelesklers in
merehandising. Increased cempetitien is likely te result in a

mere dynemic premetiensl milieu, which is welceme,

Market Organizationz

12, Cempetitive and Substitute Olive Oils.

Simce cempetition of substitute oils have increased in the
market, mew metheds sheuld be searched fer by elive eil preducer
and whelesaler im merchandising and marketing., In this coentext
defensive and aggressive preduct imprevememts and developments

can be censidered, im marketing mix and merchandising stxratefy.




THESIS

ROBERT COLLEGE GRADUATE SCHOOL
BEBEK, 1STANBUL PAGE £

These will be related te the preduct, prices, prometions, and

market erganizatien,

13, Mexrchandising Pelicies,

Mépehandising pelicies and practices of elive eil preducers
and whelesalers, in gemeral, meed majer imprevements. This
weuld require imprevements and revisiens tewards a new version
of merchandising im increased competitiva market ergenizatien,
Preduet development must be the main theme of this, In centmast
te thé presemt situatiem, excess capacities csn be utilized,
diversifiication schemes can be censidered, mere efficient distributior

channels capn be searched fer, salesmanship technigues and metheds

can be impreved, amd new ideas can be constantly searched for,

}4. Market Preblems,

" 0live ¢il market nas numereus preblems; and new ones are added
te the list, Seme are shert-term and seme are leng-term problems
' that must be selved. Apart tfrem what the preducers and wholesalers
can de im this direction, there is aﬁother aspect of the phenomena.
This is what the government cen de te improve the present situstien
Toe selve these preblems, tirst the present preductien, marketing,
end merchandising of olive oil should be fully studied and analyzed,
Then selutiens can be searched fer as remedy within the framewerk |

of $he general econemy ef ithe ceuntry.
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- 15, Legal Rspects.

Since merchandising is a dymamic area of marketing of elive

eil, all necessary changes eught te be made in the legal frameweork

-

The present Commercial Law and Feed Preduets Law has many
shertcemings and diserepemcies in this subject. Therefeore
periedic revisions ef the articles can be recemmended. Standards
sheuld be better established, mofe definite definitiens sheuld
be made, new articles sheuld be added, mere flexibility sheuld
bee built im, regulatery articles sheuld be established fer centrel
purpeses es¢, This kelds true fer beth the thery and applicatien
of the law as well,

Final Evaluatienmn::

In metchandising ef elive eil, &iffereniiation—grading-standardﬁzatiol
ef olive eils sheuld be carefully cemtrelled by the supplies: and
the government, Preduction ef elive eil is anether subject
gevernment has te handle, cemsidering the present preductien and

censumptien situation in Turkey,

Whelesaler's market seems te be more cempetitive than the
preducer's, in terms of facters ef free cempetition. Alse a
certain degree of ignorance preveils in the whole olive oil market}
By all means cempetitien must be encouragédd, and prener censumer
training must be established — s@ that all behave mere ratienally

fer the benetits of the econemy of the ceuntry.
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In,génaral, in merchandising ef elive #il, whelesaler's rele

—as buyer and seller of the coemmedity— is a larger one than the
preducer's—vwhe is enly the seller of the cemmedity. Wholesaler

faces mere problems of marketing and merchandising in mere

cempetition, Preducer, em the eother hand, fecuses ol preductien
preblems that the whelesaler igneres, In general, the whelesaler
-in his middle place in the marketing channel-has te emphasize
-and fecus em merchandising., Merchandising might be a harder

jeb fer him tham the preducer,

Keeping inm mind the numereus preblems encountered in merchandis#nk
.an& marketing of elive o0il, the whelesaler is the ene whe must be
mere flexible and dynamic¢ im his merchandising activitieQ than
the preducer whe is mere em the censervative side. Industrial,
preductien, and commidity agspects ef the pnengmena render the

conditiens what they are, fer the preducer,

That is why it is argued that mere deminaht in merchandising

-altheugh the preducer has a let te s@y on this subject, considérinj
the supply and demand, nature ef the commeaity, and cempetitien~ i
the whelesaler, ;. In marketing of olive oil, producer hus certain
‘advantages in tﬁeseéresp@cts; but the problem of the productien
process dees not render the cenditions teo faverable fer him.
Since the whoelesaler dees net face such preduction preblems, it

iis hard te argue that either party is better off in this business,

Yet in general, it can be said that the preducer is more supply
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eriented while the whdlesaler is more demand eriented in

merchindising ef olive oil.

In general, preducer’s behavier is net necessarily a maximizing
eme; wholesaler's behuvior comes more clese to this dttitute althoughl
his margins are mere marrevw than these of the producer, I+t sheuld
be mentiened that im all the ecomemic analysis —the market,
cempetition, behaviors etc.- it is difficult te ceme te rigid
cenclusions ef a precise nature, Yet it can be argued that
traditienal satisficimg attitutes are more neted at the preducer's

level in comparisem te the whelesaler's.

As a selution to the preblems of merchandising in the olive oil
narket im Turkey, the critical prerequisite is a moral ene, Namely
this is tthe imprevement ef the buginéss, commerce, and - eeppetitive
spirit and attitutes, This calls fer a change in the behadior of
the olive oil predicers and whelesalers thut can enly ceme about
rith improved econemic, social, legal, and cultural cenditiens ef
the ceuntiry tewards mere stability, Increased cempetition is alse
an efficient incemtive tewards these geals; illegal coempetition of

yﬁy sort must be elliminatéd,

Finally, te selve the problems of MERCH'NDISING OF OLIVE OQOIL -
BY PRODUCER AND WHOLESALER developments in the eceonomic, social,
legal, culturel, and meoral leveld weuld be the general recommendati#n

ito be transferred frem theery.te practice thmough time,
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LIST oOFr THE TABLES

1, Vegetable 0ils Consumption in turkey

2, Vegetable 0ils Production in Turkey -
Aecording to various Sources

3. Vegetable Uils Production in [urkey
4, Olive Trees and QOlive o0il Factories in Turkey

5, Olive o0il Production in Turkey -
According to various Sources

6. Wholesale Average Prices of vegetable oils in
Ist=nbul Bourse,

7. Vegetable oils Prices in Constent Terms,

8, Number ot Olive Trees, Production of Olives, and
Productivity of Qlive Trees

Note: Source is Dr. Melih Tiimer who has derived the information
from various sources: Devlet Plsnlame tegkilsti, Food and
Agriculture Orgsnizetion, IGENE, leraim Bekanligi, 3Sait Tahsin
Tekeli, U,5, Uepurtment of Agriculfure; and various perkodicals
of DIE, IGEME, Ticaret Bakanlaji, IUM.



VEGETABLE OILS CONSUMPTION IN TURKEY
( 000 Tons ) ‘

Ig5I 1952 1953 1954 19565 1956 1957 1958 1959

Production 75.8 I26.3 89.3 I5I.7 II6.3 I57.9 II10.4 172.4 143,6

Imports - - I.9 - I12.5 - 13.8 46.2 686.0
TOTAL 6.8 TI26,3 9I.2 1BI1.,7 I28.8 157.9 I24,.2 2I18,.9 2090.86
Exports 3.4 0.3 1.2

Consumption72.4 1I26.0 90,0 IBL.7 1I28.8 I57.9 124.2 2I8.9 209.6
Per Capita

%Onﬁumption 3.4 5¢7 309 6.5 504 6.4 4,9 B.4 7.8
kg

I960 1961 1962 1963

Production 161.0 205.0 143.8
Imports 36.9 - 48,8 76,8
TOTAL I¢7.9 205,0 193.6
mxports - 0.3 26.5 1I4.2
Consumptionl97,9 204.,7 I67.1

Fer Capita '

Consumption 7.I Te2 5.7

(kg)
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1851 1952 1853

VEGETABLE OILS PRODUCTIQON IN TURKEY

ACCORDING 10 VARIOUS SOURCES

( 000 Tons )

I954 1955 1956

1967

1968 1959

I 76 126
EME

velopment

an

53 Program

54 Program

65 Program

ILIVE

rket for Fats

d 0il

. Mshir {olakoglu

89

I52

II6

157
I51

88
101

151 154
156 133

I72,56 143.6

1960 1961 18623

T 147

EME 147 163

velopment

an

53 Program

54 Program

60 Program

ILEVER

rket for Fats

4 0il I5¢9 205

. Mahir Colakoglu
I61.0 202

120

T164.6 174.4
I74.4

197.0 134,0 171.¢

134,0 174.0

143

I19.5



PRODUCTION OF VHEGETABLE OILS IN TURKRY
{ 000 Tons)}

1951 1I952 1953 1854 1955 1056 1957 1958 1959

Olive 0oil 88.8 66.3 44,0 83.2 40.8 89,5 48.2 90,0 66,0
Cottonseed

oil 14 37 26 29 a2 34 30 37 38
Sunflowerseed

nil I8 14 I4 256 35 2l.4 I8 21.5 24.3
Others 7 9 6.3 I4.5 8.5 I3 19.2 24.2 1I7.3
TOT AL 5.8 126,3 89,3 Ibl,7 116,83 I57,9 1I10.4 172.,7 143.8

e o emm e mer e e e A v o e e A m T e mm e Ry mAe e o e s e

160 1981 1I862 1963

Olive oil 79.0 1I¢,5 56,3 90,0

Cottonseed

o1l 34 45 3.5 54
Sunflowerseed

oil 26,2 21,9 1I3.5 II.8
Others 2.8 18,9 20,5

TCTAL Iel.0 205.3 I43.8
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OLIVE TREES AND OLIVE OIL FACTORIES IN TURKEY

Cities

izmir
Balikesir
A¥din
GCansekkaele
Manisa
Mugla
Bursa
Gaziantep
fcel
Istanbul
Kocaeli-
Antalya
Hatay
Tekirdag
Maras
Qther Cities

TOT AL

( Year 1960

Number of Olive Trees

9,561,227
8,245,000
9,644,000
2,954,550
I,470,450
8,678,750
4,950,915
3,784,500
747,257
220,000
400, 250
574,115
2,781,970
80,000
200,000
643,026

54,845,000

Number of Factories

155
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592



1064 J9B5 1956 1957 1958 1959

DPT 38.8 66,8 44 83,2 40.8 £89,5 43.0 90.0 68.0
IG]EME .0 9 L s a0 [ I LN N 89‘5 43.2 90.0 66.0
Development
Plan tee s e .o "0 “.ve o s e e e
1963 Program LI N [ I 3 L 3 a e n L N L I ) s 8 0 L I ] LI I ]
1964 Program ) s e s oa v R s a0 e »ee
UNILJ-iVER * e LR N ] s & 9 * 0 L L I L A ] L LI B
Marked for Fatls
and Cil e "o .o saa a0 e s e so e LN N
Mahir ColakoZluse  sus  ass  oss “on von «se  90.0 86,0
TAQ 49 39 65 41 71 56 g4 52 PN
DIE 38.8 66,3 44,0 83.2 40,8 &9.5 43,2 60,0 85,0

1960 1961 1962 1963
DPT 79.0 LN [ 3 N L B
IGEME 72.0 95,0 50,0 ...
Development
Plan s e e s 80.0 85.2
1963 Program 'R R s 85,2
1964 Program .., II9,5 56,4 90.0
UNILKEVER o e “oe 42.8
Market for Fats
and 0il 45.0 ©0.0 40.0 ...
Mahir ol skoZlu

79.0 IIB.56 ... voe
FAO LI B [ 3N BN ) LN e
DIE 7T9.0 I19.5 56.3 ..+

OLIVE QOIL PRODUCTION IN TURKEY
ACCORDING TO VARIOUS SOURCES
{( 000 Tons )

I96L I962 1953




WHOLESALE AVERAGE PRICES OF VEGETABLE QILS
IN ISTANBUL BOURSE

Years Olive oil Cottonseed o0il Sunflowerseed oil
Krs/kg ipndex Krg/kg Index Krg/kg Index
1950 2I2.00 100 142.30 100 150.00 100
1951 213,786 101 170,44 120 189,.8¢C 127
1952 202,41 95 164,32 II5 168,12 112
1953 209,22 090 130,06 08 152,14 I02
1954 278,39 131 2le.72 I52 228.43 149
I955 299,91 141 236,00 166 266,86 178
1956 434.43 205 269.94 190 275,26 184
“I1957 469,87 222 329,39 231 419,63 279
1958 484,16 228 306.72 2I5 403,60 269
1959 485,63 229 366,90 258 354,45 236
1960 505,97 239 406,18 285 38¢ .20 260
1961 . 53b.48 252 420,99 295 405,07 270
Ice2 515.69 243 376,00 264 420,44 280

1363 683.32 322 509.33 357 . 569.60 379
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VEGETABLE OILS PRICES IN CONSTANT TERMS

Years Deflation Index Constant Prices ( Krg/kg )

Olive 0il Cottonseed o0il Sunf%gierseed

1950 93 227 152 161
1951 100 214 170 190
1952 108 196 159 163
1953 100 209 140 _ 152
1954 109 255 199 205
1955 121 247 195 221
1956 165 263 164 167
1957 192 244 171 218
1958 208 282 147 194
1959 237 205 155 149
1960 231 219 176 168
1961 238 225 177 170
1062 269 191 140 156
1963 293 233 174 194

Note: The deflation index is of Konjonktir Dairesi,
Ankara ( 1963 - I00 )
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NUMBER OF OLIVE TREEZS, PRODUCTION OF OLIVES, AND
PROLDUCTIVITY 0O# OLIVE TREES

Years Number of olive Production of Productivity of
trees { 000,000) olives (000 Tons) olive trees
(Kg olive/tree)

1951 35 227 ' 6.4
I¢62 38 394 10.3
Igs53 38.7 254 6.4
I¢54 42 532 12.6
10556 44 200 4.5
ige6 46,6 538 I1.5
Ie67 47.6 226 4.7
1068 51,3 482 2.4
1959 53,7 s 402 745
1980 4.8 427 7.8
19881 58.6 689 I1.7
1962 59,9 290 4.8



V
}

AND PR T
(%TI)ZUCHVITY OF DLIVE T
RODUCTION OF Uiyfééings

000 TONS

Yoo
650

gt

8 .

N TR
2 93 64 S 56 52 §% 59 6
| c 6/ _61
YEARS




THESIS

ROBERT COLLEGE GRADUATE SCHOOL
BEBEK, ISTANBUL

PA




BIBLIOGR APHY

BOOKS 4ND REZPORIS:

Brown, L.: Marketing and Distribution Research, New York, 19855,

Deal, J.: Managerial liconomics, New Jersey, 1964,

Duddy and Revzan: Marketing, London, 1953,

Brem, T.: Ticaret Hukuku Prensipleri, Istanbul, 1962,

Gir, I.: tida Maddeleri Mevzuati, Istsnbui, 1961,

Pnillips and Duncan: Merketing., Illinois, 1964.

Recai: Zevtinvapl ve Zeybtinyaifeilik iizerinde bir Inceleme,.
Ankars, 1935,

Scitovshy, T.: Welfére and Competition., London, 1264,

Tiimer, M.,: Tirkivede Yag Arz ve Talebi, istanbul, 19865.

PERIODICALS:

Aylile Yiilten, Ankara, Dec, 1965,

"'InstslLility ot the Olive Uil Ecomomy.'' Monthly Bulletin of
Agriculturel kconomics amd Statistices. BMarcn, 1965,

Keliinme Plani - Birinei Bes Yil, 4Ankars, 1968,

""The Stehilization of the Olive 0il Market.'! Commodity Policy
Studies, No: 9., 1955,

Tiirkiyede Ya® Sanayii Seméneri II., Ankara, 1964,

NEWSPAPERS:
Ankara Ticaret Postasi. Sept, 15, 1965, p. 2,

Ticaret Gazetesi. Nov, 25, 26, 27, 1985. pp. 2-4.

Tdrkiye Iktisat Gazetesi. Cct., 14, 1965, Feb., 17, 1966. p. 2.




INTERVIEWS:

Axdai’, Ahmét, Olive 0il Traude, istanbul,

Akineri, Erdogan, Olive 0il Trade, Istenbul-Izmir,

grke, At1f, KAR Limited Company President, Edremit,

Erke, Uner, KAR Limited Compa«ny Secretary, Ldremit-Istanbul,

Gicvan, Nuri. Olive 0il Wholesaler, Istenbul,

Crnon, Vustafa, KIRABA Olive 0il md Joap Company Agency,
I'st onbnl,

Pazaurbasi, Hesan, Olive Uil Trade, Burhaniye,

Sernil, Yaruk, Clive Uil Wholesaler, Edremiv-Istanbul,
? H

Sevven, Suphi, KAR Limited Ccmpeny Treasurer, Gdremit.

Unlii, Setika, YAPI VE KRuDI Bank sSecretary, Edremit.




THESIS

ROBERT COLLEGE GRADUATE SCHOOL
BEBEK, 1STANBUIL _ PAGE




	Tez2204001
	Tez2204002
	Tez2204003
	Tez2204004
	Tez2204005
	Tez2204006
	Tez2204007
	Tez2204008
	Tez2204009
	Tez2204010
	Tez2204011
	Tez2204012
	Tez2204013
	Tez2204014
	Tez2204015
	Tez2204016
	Tez2204017
	Tez2204018
	Tez2204019
	Tez2204020
	Tez2204021
	Tez2204022
	Tez2204023
	Tez2204024
	Tez2204025
	Tez2204026
	Tez2204027
	Tez2204028
	Tez2204029
	Tez2204030
	Tez2204031
	Tez2204032
	Tez2204033
	Tez2204034
	Tez2204035
	Tez2204036
	Tez2204037
	Tez2204038
	Tez2204039
	Tez2204040
	Tez2204041
	Tez2204042
	Tez2204043
	Tez2204044
	Tez2204045
	Tez2204046
	Tez2204047
	Tez2204048
	Tez2204049
	Tez2204050
	Tez2204051
	Tez2204052
	Tez2204053
	Tez2204054
	Tez2204055
	Tez2204056
	Tez2204057
	Tez2204058
	Tez2204059
	Tez2204060
	Tez2204061
	Tez2204062
	Tez2204063
	Tez2204064
	Tez2204065
	Tez2204066
	Tez2204067
	Tez2204068
	Tez2204069
	Tez2204070
	Tez2204071
	Tez2204072
	Tez2204073
	Tez2204074
	Tez2204075
	Tez2204076
	Tez2204077
	Tez2204078
	Tez2204079
	Tez2204080
	Tez2204081
	Tez2204082
	Tez2204083
	Tez2204084
	Tez2204085
	Tez2204086
	Tez2204087
	Tez2204088
	Tez2204089
	Tez2204090
	Tez2204091
	Tez2204092
	Tez2204093
	Tez2204094
	Tez2204095
	Tez2204096
	Tez2204097
	Tez2204098
	Tez2204099
	Tez2204100
	Tez2204101
	Tez2204102
	Tez2204103
	Tez2204104
	Tez2204105
	Tez2204106
	Tez2204107
	Tez2204108
	Tez2204109
	Tez2204110
	Tez2204111
	Tez2204112
	Tez2204113
	Tez2204114
	Tez2204115

