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Gentlemen: 

A.s the requirement of t.'le Gradu,,;te Program of our 
School of Business Administra,tion and Economics, 1 
herewitll submit my thesis that is a com'[Jrehensive 
re'Port on "I.'ercnEcndising of Olive Oil - by Producer 
and wnolesl'.ler' '. 

'I'his rl!j1ort d.escribes and analyzes tile marketing 
problems encollntered in tne mercnfmdising of olive 
oil by ·the Western anatolian olive oil producing 
f"ctory estublisnments md firms, and the istanbul 
wholesalers. 

The re[lort consists oJ:' :rive cha[lters, namely: 
introduction, nature of tIle commodity, merchr:ndising 
problems J.n m"rketrn(3' ot olive orr;-andys1s~n 
Co'''i 1) e 'trETon-, -e:nc:rconclus'lciIls-an err e c oJiiij,"encr;;::r'lO' n s • 
nso~ei'e"is e.n ap;::-en'(l"J.x Wl Eh1f8lj'les and graphs. 
This rej10rt is a result of a lonG period of study, 
investig8,tion, experience, discussions and interviews 
in relation with the topic of olive oil business thllt 
will be my future business career. I have deliberately 
included t'le relevant and s[lecific data to specify tr,e 
sco'[Je of tc·e study. Since not much study is mb-a.e in 
tnis very subject, I hope that tnis report will be 
1Iseful ·to anybody interestect ill this field. 

Finnlly, 1 would like to express my gratitute to Mr. 
KOQ, Mr. Bldridge, and Mr. 2rke for their help in the 
prepar8.tioll of this report, as well as the other 
gen~lemen wnose names are mentioned in the Bibliography, 
th at I have intervi ewed. 

I hope tn:::.t you will find ·this report accoml'lisLes its 
[lurpose significantly. 

124012 

~tr;~ 
bJ.i i3aykal 
MaT'eeting Or~Lduate 
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INTRODUctION 

Topic Defined': 

PAGE 2. 

The' Dame of t.he paper is MERCHANDISING OP OLIVE OIL - BY 

PRODUCER AND WHOLESALER. The' term "prDduce-r" is used fer the 

]arge Glive Gil prDduce'r (factory DWllller) in Edremit and Jlyval:Lk 

regiGD which ,is the main olive Dill regio. or Turkey. The term 

"wholesaler'" is used for the the Istanbul olive oil wholesaler 

tYP'icalIy in Yagiskelesi. I bave madie a hag study -trips, 

research, and iJ!l)tervi ews- ia Edremi t at the producers' level; 

t.he same study was alse made ia lagiskelesi, at the wholesalers' 

level. 

As te the organization of, the p,aper, "Nature of the Cemmodi ty' 

chap1.er aJJalyzes tile l'roductioD, staadardizatio ... grading. and 

differentiatton of the commodity in questioa. Since merchandising 

is my area of study, one major cflapt,er cnt "Merch.1ndising 

Problems in Marketing of Olive Oil" covers t.his entirely 

market organization both at the producer's and the whole5aler's 

levels. Anllther chapter is the' 'Alla1ysis in. CepetitieD" 
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to analyze the market picture at both le"'el.& and to sbow the 

relationship of the p:roducer and the wholesaler. 

In the' 'Conclusions and Recommendations" part some 

generalizations and judgements will be arrived at. In the 

PAGE? 

, 'Appendix" ther'e will be some tables. and grapbs in connection 

with the topic. The Bibliography lists my primary sources of 

information, 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 des.cribe in an analytical m&li1ner 

the merchandising activities and policies of the olive oil 

p,roducers and Wholesalers and their market levels, with emphasis 

on the problems. So t.his is not· a merely descriptive study 

on "how's"; but there is an att.empt to be as analytical as 

possible. 

This p'aper can be useful and interesting for anaybody 

interested in this subject, and for all the people in the olive 

oil bUSiness, considering that such a study has not been made 

on this specific topic. This view has been e~reS8ed by many 

businessmen I have talked to. 
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Sources of Infermation: 

My major source of infolmatioD bas beea businessmen in 

EdT#mit and I s1ta.nbul wno are real. exp'erts in this business en 

PAGE'r 

an intellectual level. WitJl seme of them I made long intervie'ws 

allid discussions. IRl geDeral, it might be mentwned that tnis 

paper is not a p'roduct 0 f a few montns' s1oudy, but a result. et 

l!eDg years' exp-erience, invest.igatieRl,. ebservatien, and aaalys.is 

iD the elive eil bUtsiness. 

Methodelegy: 

In my research,. I beth rel'ieel U'P'll1ll ques:tieBs ef speeific nat.ure 

aM el'iJ!llieas e~ a mllre- genera! cbaract.r. Tblt'D I bave clI-erili_t. , 

anally:ued, and lITalu:ated the- 1JIl8.t.erial illl a cemparat.iT.e ferm i. the 

prtuJentatien. 0111 the b,rea.d: subject., eDly the mercbanciising 

",henemea .. aDJ4) reliatltd· issues aret- f.cus_ up:eni - aft.er a retilllement.. 

et all the i.fermatiea asserted. 

In the methedelegy fellewed, there has been certain liimit ... ti ... 

and assumptiens waich can be listed as fellews: 

!. In general, the tel'lll "preducer" is te de.ete the average 

elive eil factery ewmer in Edremit., a.rea, rather than t.he small 

]!!'reducer wbe does _t eperat,e his p,lant. 

2. The tel'lll "wheIelraler" is te denete the average eli",e 

ei1 wbelelraler in Istan'bul. on",e ei1 whelesalers' steres 

ca. be ty-p'icaIl!y see. in Yagiskeliesi ia Istalillbul. 

~----------------~II 
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3. In the wh.le discussi.n, pure and Datural .live .il 

business is emphasized m.re thaD. the mix:ed and refined .1ive:. 

.il business. 

4. OUT place in the marketilllg channel is t.he pr.ducer's 

(wh. als. act.s as the first. wDolleBaler) and the wh.leBaler's 

levels, in t.w. dist.aat, ge.gral'l'lical I.cati •••• 

PAGE'! 

,5. Pure Illescripti •• illt narrative r.rm is n.t intented. but 

rather prebfem4l and t,~why'.·· are searctted r.r aJII)alytically. 

6. All 't. the c.m'P'etiti.n at. the t.w. market. levels, t.he 

wh.lesaler's market. is argued t. be m.rtl' c.mpet.itive t.ban the 
F' 

1"r.ducer's. This will be analyzed ilili .ne cnap)ter iD.de'b,tlI. 

) '1. Nature.r the c.mm.di ty part .f t.he 1',a1"er will help t. 

yield s.me backgr.und in;r.rmat.i.n .f a gene,ral lIlature .n t.he 

subject. 

8. A searcD :rer unbiased in~'e:nnati.a is t.he general theme .f 

my meth.d.legy-. 

,9. C.nclusii.ns and rec.mmendat.i.ns, fillally, will bring the 

wh.le analysis t. a legical series .f gene;ralizati.1lII in relati •• 

t.. the merchandising .f eliTe .i1. 

Theeret.ical Aspects - Merchandising: 

It ill' neeessary t. d)efine the crit.ical t.erm '·merch~nciJisi.g·· 

en wl'l!ich t.he- wb.le lFtuGy ill' blas" UJ"SD. There are Tarieus 

definit.i.ns aDd cennetat.i •••• f thiBi t..rm, ame.g which are st.eck 

cem'trel actiTitie5, ce-eperatie. eff.rt.s ia adverti.iag and 

premet.ie.s" buyiag and seililillg activit-iea et.c. 
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On the wh.le, merchlandiaiug ia visualized as t.he primary 

marketiag luncti •• ", wMcb is, f.ll.wed by the .t.ber fuact.i.IllI': 

buying, selling, t.rallspertaiti.a, s,t..rage,. st.and:ardizat,i ... , gradiag 

fiDancing, and. risk takiag. It is in turJt relJated t. all thes. 

marketing fun'ct.i.Ds. 

AllU!J'iellJl'M arketing ASAciaki •• definea mere-ballQiising as: 

"The ",lanning and' sliJ!"erTisi.1Il inv.lved i. marketing 
the' 1f>articular mere·handis .. or service at the right, 
places, times, prices, and quantities wMcb will 
best serve t. realize the marketiag .bjec.t.ives .r t.he 
business •••. 

Iu this defilliti •• : the leur" rights" .1 marketillg are meld.iened. 

An.tber delimithD ia;: 

"Mere'haudisiug -als. klll.w. as pre duct develepment­
refers t. the activities .r manufacturers and middlemeJl) 
which are desin:lled t. aajust t.he mercbandlse produced 
.r .ffered f.r sale t.. c.nsumer demand ••.•. 

• ·Pr.bably t.he basic t.ask er merchandising is, preduct plalllDiag,. 

in.e:l:uding deocisi.us .n quality and e~t.e .. t. .r . line; siwe, f.rm,. 

apl!Iearanc8' .r t.he pr.duct., quamrti ties t. be pr.duc.d .r purchased 

and ilil'Teat.ry co.trels in relati.n; timiag .f ]l'reductiea .r 

'Pure'base; labd liag, branding, 'P'ackagiag .1 preduct.;. and the 

additi.n, elliminati.ll, shifting .11' p·r.duct li ... s; plus fi .. ally 

the deTel!epme.t .f new ]l'r.ducts,·3 is what. C.F. PhiLlips and D.J. 

Duncan argue. 

Y C.Duddy and D.ReV71aD', MarketiDg (r.r8llrt..,L.m.d.nIMct.GraDt-Hil1L 
Buk C.'.,l953) p. 34. 

Y C.F.Philli]l's amd D.J.Dun.caD, MarketiDR (aem ..... cl,IUiD.is.: 
Richard D.Irwing IDe. ,196.4) p. 56.8. 

Y Ibid. p. 568. 
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Accord-iug to Duddy II.Ild KIlT"", merebandiisiag bas some 

compeneDt, parta' (which are covered in this pa .. rh 

PAGE -;. 

"Componemt elemen""s or mercnanc1isiDg are: 1. I'roCi1tJct 
or prod:uet service's -p'roduct development" specialization 
'l'ersus di versi I i c'at ion, branding, packaging, .1 abe.lliag" 
guarantees 8lldl servic.,s in relation. 2. urgauizatio. 
structure anl1 servieea. 3. Sales peromotion tecnniques. 
4. Prices and terms or sale. 6. Physica14 arrangemeDt 
and d:iS1"lay of goods oU'ered £or sale." 

Tbese def'iaitions sholl' the S"P'8 or mercbandisiDg;' :fturtb.,rmoro 

in another ... iew mercbandisiDg connotes tll., rollowiag: 

"The" use ot strategy by: either sellers and buyers or 
both workiDg tog&t.ber :liD orier to see:ure the adTlI.Iltages 
of innevatio •• ··' 

All of these definitoioas are consid.,red to rorm tne tbeoreti.al 

framework of tllle paper, with some rurther study or t.he Dature o~ 

the commodity Olll ome nand and market. analysis ia comJ!"etition OD 

the otheT. ESp'If.c i ally , however, the defiJri.t.ion of mercbandisillg, 

by Duddy and Revz'&ll is taken as the basis i. the chapter Oil the 

lIIeraha1llcfilliing problems iD marketing ot oliiYe oil. Here, tohe 

compon'en_parts or mercnandising (product-prices-p.romotio._ 

market orgaaizatio.) are aaalyz'ed. These all lilrougpt, together' 

will compose a comp'lete study on "MerclltancitisiDg or Olive Oil -

~y Producer and Wholesaler". 

Y C.Duddy and D.lteTzoaa, Marketing ('!'orollt.o,Loadon:Mc.Grant.-IIill 
~o.k Co,,1953) p. 38. 

§! Ibid. p. 35. 
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o F TEE COMMOD1TI 

Preductieu ef Olive Oil: 

PAGE 8 

Olive is the fruit ef the elive trees cn:ering the Eageaa 

-Edremit, AyTal2l.k,. BurlJaniye, iZlllfr,. Ayd1n- &Jld seme Me~it.err ..... 

sad Marmara regiells e1' Turkey. Olive eil industry is ce.tereel in 

Edremit-.AJlTal1k regis. i. this ceuntry; while iZllir market. i. 

cen:sidered as tile' 'beurse" e1' elive eil.. Istanbllli is the secead 

impertaut elive en market ia Turkey. 

It is estimate'd that. tbere, are 60 millie., eliTe trees ill the 

country. Tbe average annual elive eil p·'reductie. is anund 

80,000 tens; <itemest.ic p'reductien e1' elive eil fails te m_t the 

increasing consumptisn. Illis argument holds true fer tne entire 

l"roduction and' censumption ef vegetable eils as well. This gap 

between production and censumptien is te be filled with vegetable 

ei1 imparts ill the sherl_rUIII. 

OliTe eil p'reductdien figures, are quite unreliable inJ.:urkey, 

"because e1' the dlisp;ersi •• ef p'reductiell ullita; (facteries) anel 
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the specu]atiTe c:baract.er er the eliTe eil market,. ",6 The estimat 8 

tend te Tary el'lJ a large seale. (In th" Al"p'endix, tables and graplbs 

er oliTe eiI p'rod'uctien, cell,sUDIptien; Tegetabl!e eil preductian, 

consumptiea; and other rele .. ant Bata can be· round.) 

The' mest reliable rigures, er eliTe eil preductie. er Turkey 

are these er DPl' (GeTeromeut, PI !>nnillg Organizath.), IGEME (Expert 

Premetien Research Center), and Mallir Celakeglu whiw:b: are recerded 

frem 1951 e&1 

_._,--- --------------------------
OLIVE OIL PRODUCTION! II( TURKEY 

YEARS PRODUCTION INDEX 

1951 38.8 
1:952 66.3 
11153 44.0 roo (r951-5&l) 1951 83.2 
1955 40.8 
1956 89.5 
• • • • • • • • • 1'957 43.2. 

• • • • • • • • • • • 
1958 90 

135 ('1956-60 ) 1:959 66 
196·0 79 
• • • • • • • • • • • .. • • • • • • • • 19tH 119.5 
1962 56.3 1:62' (1960-63) 
196.3 90 
• • • • • • • • • • • • • • • • • • • • 1967 98 { est.imated) 

Figures are in terms ef 1000 tens. 
Source: Melib TUmer, TUrkiyede Ya~ Arz ve Talebi , Repart 
1"rep aud fer Istaabul UlUversityIstanbul, 1965) 

- - - - -.-- -- -- _. -. - -- - -"' - - - - - - - -.. - - - -- -. -. - - -
Linear trend ef illerease ia yearly e1ive eil preductie. has be_ 

y Melih TUmer, TUrkiyed" lag ArZ" ve talebi, Repert Prepared rer 
Istanbul: UUiTersHy (I stanbuI, 1965) p. 7. 



-

THESIS 
ROBPJtT COLLEGE GRADUATE ..,."",. 

BEBEJt. isTANBUL PAGE 10 

cal cuI ated by Dr. Melih TUmer ia bis report Oil oil supply alld 

demand in Turkey. T-his he feund to be (y = 69.7+ 3282 X), where 

Y is t,he amount of yearly olive oil p:nductic}B that depellds upoa 

the independent variable X that is .11. critical index. t 'la, ge·neral 
• 

it can' be Roted that. the olive oil poroductio. of Turkey is, iacreas n 

ill1 a fluctuating patten.. In 1962, tbere were 592 olive oil facto i • 

820 hydrolic p'resses, 11._ 1137 Tarious other pres.ses in the count • 
(Ia the Appendix there is furttlft' ialformatioll .. this subj ect. ) 

However this rate of increase ps to be acceIerated." 7 

A compariso. 0' the p'roductioa figures above with the major 

olive oil p'roducing countries shllws th at -in 1962- wbe. Turkey t s 

productio. was areuJ'ld 56,000 tons , this was 3]i ,000 tons illl) Spain 

and 300,000 tons illl Ita.ly. On the whole, Tllrkish figures fluctuate 

periodi~l)'. 

The scope of olive oil p'roduction can be briefly reviewed. Oli e 

oiiD factory managers p·rocess the oliTes obtained from their own tr e 

or p'urchased froll other olive producers. They process the olives, 

respectively, Olil their own acc'oullt or for someone else. 'Ihe .. the 

producers may sell the olive oils to some wholesaler or retailer. 

(In this paper, the llarge p',ro~ucer -tactory lIaBager- is feculI'ed u· 

AnJ'IUal olive crol' is the major determinamt. of the oliTe oil 

l'roduc·ti"'B during that· period:. Sillee scielll,titic lIethodli. are .ot a 1 

in both olive and o IiTe' oil p'roductio. in TlIll"key,. it. ca. be 

Y Ibid. p. n. 
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argued that both the production. and p'roductivity of the •• is 

low. 

PAGE It 

It ii.s .eeD that the .mall producer i8 the. one who OWD8 olive 

trees but no plant, while the large producer mayor may not. own 

olive tree. to supply the raw material 01ive8. but operates his 

plant. At the D.ext stage. the wnolesaler -located ia a ma •• 

con8umiag center- buys the olive oils from the small and the 

large produc .... to sell to the retailer8. Thi8 broadly draw8 

the marketing picture that i8 analyzed in thi8 8tudy. 

Considering that olive oil production in Turkey has to be 

developed and improved. the Pive Year Plu regards this develapmel:t 

as a long-run objective to fill tID! gap between production and 

consumption in the first place. Tn.is would require 74 addi ti08al 

olive oil factories to be constructed with some 18.5 million TL 

of investment. Purthermore improvements of production methods. 

storage facilities. ed transportation problems snould also be 

considered in this context to improve the present situation in 

quantitatiye and qualitative terms. 

"'In questioning the olive oil and vegetable oils industry ed 

problems in relatioll with tne increased consumption versus the 

relatively limi t.d p,roductioD, some rep;orts and seminars have 

touched the subject.· Every effort in this direction is most; 

Ukely to yield succes8ful results" ani. it is hoped that Turkey 
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W'ill be able to fill the gap' hetW'een production and consumptioa. t, 
To increase production by 10 per cent W'ould b,e a realistic sbort­

term goal. Nevertbeless in tbe long-ran, various expansions, 

improvements, and modernizations W'ould bave to be made in t,he 

industry as a W'bole. rile long-ran obrjec,tive is to cease to be 

an oil importing natioDl, but, ratber to boe 8.JIl olive oil exportilllg 

country. 

GovernmeDt policy is to encourage olive oil eltpcrtation.' Yet; 

there is no olive oil surplus iD the country; exports are possible 

only by sbiftilllg the olive oil,consumption babit of tbe people to 

cOllsumption of other vegetable oils. ID any case,iDcreasing 

preduction and p'roducti vi ty seems to be the only solution for 
• 

the olive oil industry and the country. 

Standardization, Gr adi!!B, Differenti ationl 

Olive oil is the oil of the olive fruit W'hich is composed of 

W'ater, oil, proteins, cellulose., and .ome ot.her elements in tbe 

Chemical analysis. Olives are 1l"ressed and proces.ed in the oliTe 

oil factories, and then the chemiical refinement is made. The 

{fni.bed oils are standardized and graded as to different qualitie • 

Olive oils can first be differentiated and classified _s to 

the nature of the commodity- ia three groups: 

1. Pure and Natural Olive Oils 

TUrkiye Ticaret Odalan, Sanayi Odalar1', ve Ticaret Borsalar1 
Birligi, Ttirkiye Yag Sanayi Semineri IF(Aakara,1964) p. 89. 
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2. Mixed (Ceup>E$) OliTe Oils 

3. Refined OliYe- Oils. 

Pure and na,tural .1iTe oils are- d'et'ined as: 

I 'Natural, pure,. with EO odors, tlaTors, or preeip,it.at.el 
Tbeir taste is unique a~ superior illt preference. 
These- are virgin oils." 

Pure and natural oliye oils baTe air obvieus higher quality aDd 

price ill the- market,. Mixed .11.00 re-tinH oliTe .ils are d.fined 

as": 

"Refined oils are r_processed and r'e-p,urified olive 
eils formerly disqualified, precipitated, impure, d8'Coffi"l 
and distaste-fuI. Mixed -or aoupe- elive oils are thes.e 
oils composing of a mixture of highefoacidity Batural 
olive oils and refilled olive oils." 

After 1;his differentiation, olive eils are categori:/Ied as t .• 

the oleic acid content, -in per' cellt- that act,s as an importallt, 

determinant of qual:i.ty. The fol1ewiag table CBl! show tile 
/ 

-- -- - -.-- - - - - - - - - - - - - -. - - - - - - - - - - - - - -. 
STANDARDIZATION AND DIFFERENTIArION OF OLIVE OILS 

1. PURE AND NATURAl; OLIVE OILS: 

a. Extra-extra. 1: 1;0 1.5 per ceat acidity. 
LabeUed (xxx). 

b. Extra. 2.5 per cent acidity. 
LabeUe'd (xx). 

crt. First Class for Mealll'. 3.5 per cent, acidity. 
Labelled (x). 

d. Second Class for Meals. 4.5 per e'9Iit- acidity. 
Labelled (A). 

e. Common. 5 per cent acidity •. -------
tzz-et GUr, G1da Maddeleri MeTzuat1 
Kita beTi,1961) p. 51. 
Ibid. 1". 52-53. 
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2. MIXED AND REFINED OLIVE OILS: 

~. First quality. 1.5 per cent acidity -:». Secend quality. 2.5 per cent acidity. 

PAGE/If 

- . 
Source: t_e-i GtB-,. G1da Maddeleri Mevzuat1~(Is;tallbul: qd1a. GlUe 

. Ki tabevi, 1961) - _ .. - - - -- - - - - - - - - - - - - - - - - - -- - - - - - - -
This usual ditferentiatiOD, standardization, and grading is 

in harmony with the international detini tioD and cli.assificatioR 

of olive oils. 

TurkiSh Food Products Law inc]u~e. various articles about 

tbe nature of the olive oils marketed, apart from the classificat Oll 

of olive oils. These will be mentioned later. 

Olive oils are sold ei tber in an open way or in tin containers 

in the market. Containers are more or less standardized asl kg. 

2 kg., 5 kg., 17 kg. In eacn case, nature ILIld quality of the 

olive oil should be Iabelled on 1IJJe container. In general, 

higher quality olive oils are marketed in containers, while 

10weT quality and low-price olive oils are sold open. These &Jre 

marketed in larger tanks at the middlemen's level aad sold open 

at the retailers' level. 

Olive oils aciditated more than 5 per cent· are either refined, 

exported, or used tor industrial purposes in soap prod.uction. 

So these are called industrial oils. 
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MERCHANDISING PROBLEMS 

MARKET"ING o F o L I V E OIL 

Produc1<: 

1. Production and Marketing ETalua1<ioa - Producer. 

PAGEl? 

I N 

Average olive oil l"roductiolllot Turkey is 80,000 tOM pe.r 

aJII1llUIII. Altaough productioD. tluc1i-uat,es periodicly, in general 

there is an incr&ase in olive oil product-ion aSl reflected by the 

productioll serie •• 

Production ot olive oil is correlated with production ot olives 

on a yearly basis. OliTe oil industry is centralized in the 

Aegean area wbere geograpnic and climatic condition. are most. 

favorable for olive production. Olive producer. (owners of 1<he 

olive trees) may sell their product to olive oil producer. 

(factories),. or may process the product on tbeir 0'11'11 account in 

one ot the tactories. 

The process of olive oil: production and distribution in a 

summary form -in words of a well-known producer- is as follows I 
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• 'The olive oil producer proces&es the olives, obtained 
from his OYll trees or p,urchases, in his factory. As a 
lvge producer, be standardizes and grades the finisbed 
oils as to acidi_y and quality. Then he markets tne 
merchandise -by mercbandising activities involved- to 
the wholesalers or other middlemeD. 0. the other hand, 
the small p'roducer who ))as biB olives proce-ssedi. a 
factory he does not own ma~ sell his olive oil to the 
large producer, or to a Wholesaler. Thenlthe Wholesaler 
sells the merchandise to the retailers." 

I. this marketing pTocess, the large producer -in the productioll 

center- and the wholesale:r -in the consump,tion center- are the 

subj ecw of this paper, _pbasi-,i .. merChandising activities and 

policies. 

Productioa methods and organization is mainly conservative in 

character as an indust.ry. Likewise, marketing methods ItJave also 

been conservative. This may be partly due to the st atic nature of 

the commodity in question, and l"artly to the limited supply and 

ready market demand. As a result, not much dynamic improvements 

or i.novations are initiated or stimulated in the industry. This 

bolds true bilth for the J"l"oduction and the marketing of the produc 

The olive oil proQucer" in marketing, sells to other Wholesalers 

(creating a place utility), sells to other middlemen considering 

cyclical and periodic fluctuations and the annual productioa 

campaign (creating a time utility); s.O this exchange procedure 

carried forth through the marketing channel creates an ownership 

utility that affects the prices ia the t'irst "lace. 

III Quoted from Ahf Erk', E.dremn 
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Ia the final analysis, it is DeCessary to eTaluate the 

proiuctioR and marketiDg task ot the producer ..ter the tight; ot 

a market analysis ia competitioa (that ... ill be m&die later ia this 

study). It .... Ul be argued that 'Ulere are certain factors that. 

liait. the competitio. i.'Ule industry. 

2. Quality: 

PRODUCER: In the marketing o~ oliTe oil, pure and natural oils 

are standardized and gracie'd as: extr_extra" extra, first class 

for meals" second class for meals" and common. Mixed and refined 

olive oils,. on the ot.her hand, are classified as first. and second 

quality, as t.o the oleic acid cont.ents. 

Is general, quality of olive oil is de'termined by t.he 

produc1'.ion, productivity" and quality of the annual olive harves1lo 

Also the method and tecnaology of product.ioD has an obvious 

influence upon ultimate quality. Here t.he t.erm "quality" 

COUDOt..-. more thaa the mere' acidity content; ia fact it is more 

than that and implies the unique and sp-ecial taste and odor of 

the product. In 1ftlis respect, Edremit-qval1k olive oils are 

definitely superior in pTeference. 

The producer is the one who bas to be very keen OD. qualit.y ot 

the olive oil, since this is the strategic variable in mercnandisil»8 

Oils obtailted from olives tbat are not. fresh and t.hat are 1II.0t 
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picked from the branches are highly acidit.ated in the chemi.cal 

process. It folloys that oil8 from fresb ani readily picked 

olives are certsinly less acidi t.ated, provided that tbese are 

p,rocessed in t.he shortest interval. In any case, it. is required 

to ya8h the 01ive8 b.fore any processing in the factory, since 

this ill' another fact.or influencing qualit.y. 

As long a8 t.he prodlltct. is identi.fiecli wit,,b the p'(l'oducer - at 

wholesale, retail, and con8umption leve18 - all t.he marketing 

strategy and merchandi.sing i8 iDfluenced by t.hi!t, fact.or of quali t.y 

determined by the producer. 

WJaat. the yise olive oill. producer prefers t.o do is to label the 

pack.age yit.h bis 011'11 brand in cas,e t.he contents represent. high 

quality. 1ft .yclical or periodic harvest. and market fluctuations, 

yhen both qual:iity and quantity may fall sbort of market requirement 

and specifications, some loyer quality oils may come out. It, can 

be argued that at all times the producer has !tome stock of such 

loyer quality oi18. Here the producer faces a problem,. yhere he 

may choose to market the l.oyer quality oils in open packages (tanks 

yithout. branding. Noy the buyer middleman yho has to do tbe final 

packaging has to deal yi t.h the problem of quality that. the producer 

has avoided just to play s.afe with his brand, reputation, or goodYi 1 

In fact, some yell knoYll producer firms are pToud of their 
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rep,utation as sel1ers of better quali'q olive oil with higher 

prices in the market., while some others clo not emphasize quality 

at all. 

WHOLESALER, At this level, the su.bject. is the olive oil 

Wholesaler in a city,. who buys the lfroduct, froll the producer in 

the oli,ve oil region. To be more specific, the Wholesaler i. 

assumed to be the Istanbul olive oil wholesaler 1I0St likely in 

y a~iskelesi. 

The classification of olive oils as 1'.0 ,acidit.y and. qualit.y 

cert.ainly holds true at. this level also. The Wholesaler is also 

interest.ed in qualit.y inrelaition with paekaging and branding. At 

this stage there is a further complication introduced by the tact 

that the Wholesaler has to handle different typ'es of olive oils 

like natural, mixed, and refined. 

The wholesaler grades, labels, and packages the olive oils he 

purchase. from the producers, using his own brand or trademark. 

As one olive oil Wholesaler puts it: 

"The widely known and advertised brands in the olive 
oil business are owned by Wholesalers who have developed 
an image by being a seller of quality oils. These are 
generally businessmf~ and enterprises operating with 
a larger volume." 

The small Wholesaler -who lIay act as an agent or distributor of 

a producer- faces no such problem for his task is merely one ot 

distri buting producers' brands. 

!at Quoted from Faruk Serpil, Istanbul 
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In bis crucial place in the marketing channel, it is the 

1I'holesaler 1I'ho can play around 1I'ith quality in connection 1I'ith the 

different types of olive oils. Such practices of mixiag oliTe 

oils with other sorts of oils:.Jl'.,;ill~gaI; ye1; 11; is heard that 

such dishonesty goes on. H01l'ever 1I'ith such dishonest marketing 

pract.ices' be is bound to lose his market image and p,osit.ion in a 

compet.it.ive market -like t.hat. for olive oil 1I'holesalers- if tbe 

1I'holesaler intermingles .. i1;h t.he quality of t.he product,. 

Merchandisillg problems in cO:mlection 1I'ith mixed anel refined oila 

are easier ones for the 1I'holesaler, since he can be, more liberal 

in qualit.y 1I'ith such oils that. are usually sold open at all levels 

of the market. This is t.rue for all 101l'er qualit.y olive oils. 

Mixed (coup~) and. 101l'er quality olive oils nave gained market 

accept.ance as such, by being more pract.ical and. ine~ensiv.. Tni. 

is d.ue t.o t.ne :fact. t.hat tue • I average or typical consumer is quite 

ignorant about tne quality di:U:erences bet.1I'een natural and. other 

dive oils.' ,18 ('fhis p'Oint 1I'ill be &BUy zed later.) 

Consequently a pret'erence nas d.eveloped -recent.ly- :tor mixed, 

r.fUr.d~ and ot.ner subst,itut.. veget.able oils, in compet.i t.ion 1I'i th 

pure and. natural olive oils. the' reasons are the tollo1l'iag: 

1. Ignorance on part. of tbe consumers in a quite uninlorm&d 

market. lor instance, consumers «10 not really kno1l' 1I'hat tne 1I'ord 

"coup~' I means, ratber tuey are inclined to attribute tnis to 

some symbol oi' superiority, ironically. 

~ Quoted trom Uner Erke, Istanbul 
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2. The high ievel anll rising tren1i oa tue prices ot pure and 

natural olive oils.(Listed in the Pric«s section and the .Appendix) 

3. Some health considerations taat Iliscourage consump:llion 

oJ: oi1ve oils, anll encourage consumption 01 some other veget.able 

oils. 

As a consequence, t.he w,,"olesaier nas also suilted nis !I.\t.,efttio. 

towarlls mixed anll reJ:ined olive oils, w .. ere tile q.uality problem is 

a simpler one. So quality appeal of natural olive oils bas .Lost. 

somewhat its accept.ance, appealing to the better-ott and expert 

buyers. Tllis is especi ally true with extra-extra oli .. e eils. 

Price appeal is a more important one tor the average consumer, 

witb oliTe oil prices being continuoulilly on the rise,. 

Al1f Erke, a well-knowa olive oil "roducer and wholesaler, 

argues: 

'tIt is true that quality is the major determinant of 
brand image in tne olive oil market; this may result, 
in a higher market share and rate of return as a 
consequence. For example one pToducer firm in Edr em it., 
and another Wholesaler firm in Istanbul are reputable 
in relation with the higher quality olive oils they 
have been selliDg over a long period. The term qualit.y, 
in this context, is to denote minimum acidity plus a 14 
spec'iality of flavor that the exp-ert buyer looks for." 

Also it can be Dotedtbat, when the wholesaler markets the prodllct 

at an op-en manner at the retail outlets' le .. el" tlEis is the t.ime 

to express the greatest. doubt about., content.s ani quality; because 

chances of intermingliq with quality have increased consiiJierably. 

!if Quot.ed from At1f Erke, Edremit 

I 
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PRODUCER: The olive oil producer in the packaging stage of 

PAGE.t~ 

merchandising C&Il choose anJi ODe or both of the fOllowing lines of 

action: 

1. He may package the graded olive oils into ~andard 1, 2, 5~ 

or 17 kg. tin contaiDers -which have his own trademark and other 

specificatioDs as to the' nature, quality, and weight;, 8.II1d other 

-requir, __ :tL,; ci t.ed iB. t.he Food Products Law (tl1at. wi 11 be 

discussed lat.er). 

2. He may market. t.he olive oils in an open way in large t.in or 

met.al t.anks, where his brand is not labelled in contrast, with the 

first alternat.i .. e. It 1. now up t.o the buyer -party -wholesaler­

to malte the ult.imat.e packaging and ot.her merchandising functions 

required. This means t.hat in t.he first. case the producer, io t.he 

second case t.he wholesaler is identified wit.h the product. 

ID general, producer p'ackaging is regarded as a better guarante 

of qualit.y for t.he ultimat.e consumer, since illegal mixing 

1',ractic88 at. the middlemen's level is prevent.ed by this guarant.ee. 

Those who practice sucb illegal action -producers or wholesalers­

may have short-run profits;. but. ill t.he 1 o ng-ruo , market mechanism 

is likely to el1iminate these. 

An expert iD. the olive oil business argues. that: 

"availability of ready tin containers -especially of 
smaller sizes- has always created problems for t.he 
producer in the chief olive oil areas of Edremit and 
Ayva11k. This is so because tin industries are located 
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in la.ge cit.ies like Istanbul. So packaging probl!! 
of t.he producer is a cost.ly anel a difficult. one." 

PAGEt.} 

Chambers of CommerC'e bave bandIed t.his problem t.o find some ways 

out. In a period when the tradit.ional 17 kg. cont.ainers are 

losing market acceptance and are being replaced by more pract.ical 

smaller cont.ainers, t.his problem is aot altoget.her solved in the 

olive oil industry yet. Tbe trend towards smaller packages has 

made the It·roblem even a harder one for t.he pT'oducer; that both 

costs and prices bave in'cll'eased on a ulllit basis as a result of t.hi. 

'tThe 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 oil prices are higb. Therefore it becomes 

hard for the average consumer t.o fay more than 100 TL 
for one containeJr of olive oil (11 kg.) at a time. 
3. To buy 0 live oil in an open way, or in smallf~ 

containers is more practical for the consumers." 

A well known producer-wholesaler comltaay in istanbul bas made it 

a mercbandising policy to sell in small containers, as a result 

of potent.ial demand for this, which el1iminate' costliness, 

bulkiness, and impracticalit.y. 

WHOLESALER: Just like the olive oil producer, the wholesaler 

also faces a packaging problem in merchandising m1l1 marketing of 

15/ Q~oted from Suphi Seyvan, Edremit 
ID' Quoted from Ahmet Akdag, I st.anbul 
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olive oil. ihe. the "holesaler gets the mercnandise shipped in 

tanks by the producer, be has to package the product as specified 

in the la". Here, he might as well mix the same quality, nature, 

aDd grade olive oils ullder his brand; this is not illegal. 

M rm:y wholesalers have built a goodwill by being the packager 

of good quality olive oils, identified with their brands. 

Considering the current market trend .. , wholes alers prefer to 

package in smaller containers; since this demand is reflected by 

the retailers actually. When the Wholesaler sells to the retailer 

open olive oils, his packaging problem becomes an easier one;: 

since larger t~s can take Care of the procedure. 

Istanbul "holesalers can get containers easily, ia cO\IPuisen 

wi th Edremi t p,roducera. Tbis means that availability of tin 

containers is not a major problem at this level. 111 tact" sOllie 

large "holesalers can get into contracts with tin container 

martufacturin.g firms in Iatanb111, that are limited in number. 

In general, t.he "holesaler markets the product in smaller 

containers than the p'roducer. It might be argued that the "holesa e 

divides the assortment of producer olive oils -both of large and 

small p'roducer- into smaller units IIIld sells to the retailers. 

Higher quality oils are sold in containersl lo"er quality oils 

are sold open as a rule-of_the-thumb in merchandising. 
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Paekagiag is eSp'eCl'ially strategic ror the producer aDd the 

wholesaler who ar!l keeD! about quality. For oJlje thing,> packagiag 

becomes a guaral!ltee or symb.l or the brand and quality of the 

produc,t;. The smaller packages are mo" eltl"ensiTe on, a uait basis 

fer the c •• sumer .... who Ilevertbeless prefer to buy in smal Eer lots 

than in larger quantity. 

4. Branding: 

PRODUCER: In tb!l TUrkish Comm~cial !:,aw, "trademark" is 

d!lfined as "all aames, signs, l"ictu:lles, marks, etc. u'sed to 

di ffer!lnti at e a produet or commodity and the l"roducer' s and 

s!lIler's Dame aB,1l; address, from the other.>. ,,~1'Z 

Branding, as the USI!' of the r,egistered trademark, bas d!lfinite 

advantages fer the oliTe oil p'rodueer: 

I. Producer can make pr'ofits by bis quality olive oil protecte 

by the tradtmark. 

2. COluumer, also, is, p,rotectH aguils.' imi tatio. and all 

illegal com!"etitio. il!l relation with his (her) faTorite braDd. 

Thiit.obTiously is 11.111 advantage fer the olive oil l"roducer to •• 

3. L!lga1 c'omp'etitio., and c:ompetitiTe framework is pro"f'ided in 

the market by use of CilIe'fimite ~ distinct trademarks. 

I. thO' Turkisb Commercial Law there are also various article. 

conc'erning this tOp'ic of tr • .uielllarks to safeguard the owaer. of the e 

W 'l'liIrgut Erl!lll, Tie-aret Hukuku Prensipleri, Cilt I (Istaabul: 
tktisadi ve Ticari Bimier i aY1nlan, 1\;62) p. 96 •. 

80GAIiC' UNIVERSITESi KUTlJPHAN\:'; 



THESIS 
Pi __ I COLLEGE GRADUATE IICIIOOL 

JIEII1m. IsTANBUL 

Apart rrs1ll t.hese general csmmereial advantages er trade1llarks, 

in the mercbanciisingg p-,rSC'eBII: branciJiag bas numereuB aids rer the 

slive' eil prsdiucer. Fsr instance prellstisRa! campaigns aad 

tecllniques are readered easy, st.ability sf price. and Ba],e. is 

m aiRtailled, Il.Dd substitutis. sr etller csmpeti tive eils is l"revente 

",At. t.he p,nduceT's level, ssme illegal activity i. csnneetiea 

18 with branaiD'g qd trademarks can be .sted" ; yet ell t,he wbsle, 

this presents ne serisuB merchandising p,reblem p'rac-tically., Anst.b r 

preble1ll is the iastabilit.y st br.md illlages ia the hag-rua; siace 

Ilsst l"reducers are unable t. prsvide the same product. guaraatee 

fsr a lsng tillle'. Cs.sequently, Silly a limit.ed Rumber sf brands ha e 

marked a successtul busiaess perrsmance with stability sr quality 

'sf the prsduct. Ss in tne p-.erisdic f1luctua,tis.s sr qualltity and 

quality sf elive and slive sil p,rsductisn, brandiag is, a crucial 

peint 81 merchandising ts determine tile l:s.g-run market l"esitisll 

ef the firm. 

There are sem6 weH-kmell'lIl preciucer brands ia EclJremi t, and A;yval:J. 

wllicll have made a lsag .reputatis. as sellers sf higher quality ei 1 • 

Their p-riee-s are higher than the average market prices,; the l"rice 

diffe'rl!'l'rtial can be csnsidered as the premi_ paill by the res,t sf 

the marketiftlg cna.nnel: as a csmp-ensatisn fer higher quality, 

W Qusted frsm AtIf Erke, Edremit 
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On the otller nand, some sellers are known as cheap olive oil 

sellers, wnere the'market demand arises from the lower ineome 

brackets. These sellers can be either producerlt or wholesalers. 

Ia sbort, brandilTg is a very importaat phase of merchandising at 

the producers' level in rel!atio. to qualit.y, prices, and goodwill 

WHOLESALER: The defi!!)i tiOJ!l or "trademark", that was givea, 

holds trtle for the Wholesaler as well. In fact this may be the 

only identifying feature of the middleman illl the market, similar 

to that ia case of the ]1roducer. Since there are more wholesaler 

brands of olive oil illl the market thaD producer brands, bra.nding 

by the wholesaler is alot less challenging than br.anding by the 

producer. The consumer call identify whether the product is a 

p·roducer or a. wholesaler brd.llCil, bee:ause this must be labelled o. 

the caa. 

Smaller olive oil wboles:alers might prefer to buy and sell the 

branded trrod:ueer olive oils; larger wholes;a1ers, o. the otlber bani, 

may have their own brands for the rong-rua competi ti Vll b;eDefits. 

So they buy open olive oils from certain producers that they 

package and se" uad:nr t.heir own brand. So the wholesaler must, 

also be kee. about all aspects of merchandisi.g to build a. goodwi] 

over a period of time, which ult.imately Jl:ecessitates gooGli manageml pt 

on his part. 

Amoag the' numerous olive oil wholesalers ia Istaabul -both 

registered or not- only a few were able to develop a go.d market 
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image by using Tarious techniques of merchandisiag, while the 

others confine to lillited market shares and volume. Also tbeae 

are some wholesalers of a temporary aature who are aet pel'llaneatl 

eRgaged in thi olive oil busiaess; these eaa lIanage without using 

trademarks. Branding cause's all kinds of l"roblems i .. the oliT" 

oil business if Rot properly handled; these ca. be' legal and 

commercial vroblems. 

I. gelleral, the tradem "rk is the o.ly product guaraatee ia th 

marketing and merch>aadisiag.' 'Wllea tbe trademark is registered, 

cllances of illegal comvetitio. are reduced. The expert buyer alw 

bas a 'Preference and loyalty for those braads of oliTe oil that 

taste better. The pulliag delland for such oliTe oils iacreases 

the prices." 19 

A "battle of braads,·20 i. t.el'lls of ~; Phillil"s &.Ad J. Duncaa 

caa be somewhat, noted at the wholesalers' le.,.el (with some 250 

wholesalers iJll Istanbul). This battle is a smaller one at tbe 

producers' level - ror example there are oaly 36 olive oil factorO s 

in Edremi t. hI the market, wholesal er braads outnumber producer 

brAnds; this is true for Istanbul, lzmir,o and the whole country. 

The trend is that wholesaler bra.ds t.enc1i to iJllcreas'e, wbile 

produeer braads, r'emAi • .,tatioaary ia number. 

Comil'llg to t.be legal s-ide 0 l' the pilenomeaa, Turkish CommereiaI 

19/ Quoted tOrom ~'aruk Serpil, Istanbul 
W C.F.Phillips and J .D.Duncan, !.~arketing (Homewood,lllinois: 

RiChard D.lrwiag Inc.,I964) p. 586. 
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La'W pr.hibitt& the use .f the foll4IIwing types of trademarks: 

l. Those with no discriminatory features. 
2. Those contradictory to tho written and unwritten 

laws and social organization of the country. 

PAGE 29 

3. Those already registered, or those that aiok alike. 
4. Those national or formal sigh. or marks. 

5. Inven1tories: 

PRODUCER: InveO't.ry management at the 'Producers" level: is 

conducted in accordance withcu,lIt.4IIm:er demand, that is cansurner 

demand reflected in middlemen t S .riers. I t. is customary t. note 

s.me sp'ecul ,~tive movemen'ts iO' c.nnecti.n with this subj eet, aimed 

at above normal profits. Nevertheless a wise inventory DI!<nagement 

policy would imp'rave merchandising .f olive .il, this would requir 

a.ccurate 'Predictioas in, the first· place. 

Generally excessive inventories maiO'tain'ed at times .f relative 

shortages are to be sold with wide margins by the 'Producers. S. 

the producer is reluc1t.ant t. sell when prices are low, lo.kiJllg 

forth for the 'Priees to ritae further. Conditions f.r such s-peeula i e 

tendencies are fay.rable in the industry from time t.o t.ime, due to 

the limited com1"etition at this level. This was evideneed often i 

the yast in the olive oil market as a whole, leading to g.vernment 

intervention .. the end. 

About inventory managellent, a well-known businessman in the 

elive eil business argues that: 

W Turgut Erem, Ticaret Hukuku Prensi leri CUt I (Istanbul: 
iktisadi ve Ticari Ih.mler Yay~n an, '9611' p. 193-194. 

'----------.11
1 
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"Thlt olive oil p>roducer adjusts his purchases, 
vroduction, and inventory and sales policies and 
programs accordiDg to certain information and 
considerations. For instance, the quality and quantity 
of the annual olive production, relationship of 
rrresent stocks with the potential market demand, 
export prices of olive oils, importations of oi2~' 
domestic consumption trends and patterns etc." 

In other words, the olive oil producer is the olle who has to 

consider such variables as seasonal variations, raw material supp.} 

price tnd 4i,emand changes" anel competitors I plans and: actiiD. i., 

inventory policies. The main idea can be summarized as a balanced 

asS'Ortment of merchandise iD stocks, not, much - not les •• 

All these fact.ors Cllll creat.,e problems by themselves or yorkiag 

toget.her at. anyone time. So the "roducer has t.o be very careful 

in his inventory controls and management.:",keeping ODe eye en' the 

market conditions and tme ether OD his compet.it.ors. So he must 

have full market. iDformation to make sound aul ratiollal dee:isions. 

The very nature of the general policies of the firm exert. a 

considerable influence on inventory policies also. In short, t.he 

olive oil producer faces a challenging inventory problll\ll in th' 

whole process of merchandising. 

To meet. this challence, the producers may come t.ogether -both 

formally and informally- or may choose to manipulate some 

speculative action by themselves. They adjust their purchase aad 

sales policies, change pricing techniques, get ill1t.o Don-pric. 

compet.ition of various sorts according to their forecast. •• 

W Quoted from Ahf Erke, Eoirltmit 
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WHOLESALER I The olive oil wholesaler also has a problem of 

ioventory in terms of turnover rather than margiDs. I, can be stat~d 

that he is more iBterested ill. inventory turnover than the producer 

«be has to rely .a margiDs more. The wholesaler has t. keep the 

right inventory to market the merchandise in the right time" right 

place, right price, and right quaRtities. So the wholesaler h.as 

t. mRiataiD a wise inveDtory policy, coasiderillg hil faster 

turnover. 

As a rule-of-the-thumb it is customary for the average Is'anbul 

olive oil whol .... l.r to k.ep a stock of 100 kg. of oils in average. 

Since retailer demand is the major point to be considered in this 

respect, these policies in relation with supply can be mer. 

flexibly determined. 

In Istanbul, olDveoils are stocked in large undergrou~' 

storehouses that are common storage facilitiies;. or large whole.aln~ 

may have their owa Itorehoules. Usually to keep ItxeessiTe inventoJV 

is risky for the wholesaler because of cost considerations. Also 

olive oil stocked over a year is bound to be disqualified whach, 

means a probable 108S. Therefore oils nave to be replaced steadilJ 

to .afeguard quality, which necessitates further complications. Se 

1Ihe·se are the problem areal of the wholelaler ill inventory mllDagemE nt 

In this respect, the producer is definitely better-off since he 

has these facilities in his "lant. 
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In general, Istanbul wholesaler stores his inventory in pne:ral 

storehouses with lange tanks of 600 kg., 1 tens, 2 •••• etc. 

im the .tner band, the producer stores nis excess inventory or 

finished, &ad processed produc~ in taaks and storenouse. within 

tne plallt.. So keeping excessiTe amouats 01 inven1;orJ.es is Rot as 

costly and risky for him as tor the wholesaler; be has excess 

capacity in this respect that tne Wholesaler hardly baa, 

considering all the arguments lIIade in this subject.. In short, 

producer is operating a factory while the lI'holesaler operates only 

a shoPf volume and cap>aci ty is larger in the first case. 

III: inventory managemet,· produce r-lI'hol esaler and lI'holesaler-

netailer arrangements and contracts in co-ordination and co-operati n 

at'e frequently seen to safeguard bot·h parties of market fluctuations 

Instabilities can create serious p,roblems for the lI'hoIesaler lI'ho 

must lI'atch the market rather closely. 

It is .a:rll' .• at in the merchandising-. 

"Inventory turDOyer of the producer is less than the 
lI'holesaler. So the producer can act reluctantly in 
his sales if he sees tit, since he has large capacity 
to store. HOll'ever the lI'holesaler -lI'ho likes to get 
rid of the inventory in the shortest interval- is 
operating lI'ith less volume; so he depends upon a pa]pJid 
turnoTer lI'ith smaller margins than the producer. 
Competitive environment and conditipns of the lI'holesaler 
(that the producer Z!ces in limited for.) necessitate 
sucb a situation. I • 

.s. the ri,ht inventory policy tor the lI'bolesaler is rapid buyia, 

and selling, considering all the variables incluQ." in the 

~ ~uo~ from Anmet Akaa~, Istanbul 
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market. ualysis, I. any case, inTelllltory muagement seems to be 

the critical componea" of metcfludising in reIat.ion with the 

product .• 

In context of lhrchandis:iiJlg ~roblems in Marketing of OliTe Oil, 

this ends the Eliseus&ion on the "Product" p'art, Next, 

• 'Priees' " and thea "Promotions" and ''M arket Organization" 

will be bandIed iD the same eonteltt, 
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1. Producer's Le ... ·el. 

PAGE'1jIf 

Price is II.D important compoaent. of a.ny merchandising &Dalysis. 

s. r.r the oli ... e oil market it can be stated that "a~ the 

producer's le ... el -as yell as the Yholesaler's- prices are determin, ~ 

in the market. No basi. method ot pricillg is pr&cticed,. but 

r&ther the m&rket mechanism is tolloyed. t, 24 

lh'Yei"tlltHes., oli ... e oil producers do try to influence the price 

picture and! mechanism, and occasionally are successtul to sOlie 

extent. Por in~tance they can collectively adjust their .ales aad 

inventory policies in Grde~ to shift the supply function (curve). 

Or a fey larger firms can distort the situation a great deal, iiaos 

they have substantial market shares. Yet chances of drastic 

instability and fluctu&tions, aimed at higher profits, are reduced 

and limited by the degree of competition Yithin the industry (that. 

yill be analyzed in the next ebapter). 

Oli ... e oil producers may consider some cost-plus-pricing in its 

most broad sense to arrive &10 floor prices rather than ceiling. 

HOyeTer this method can not be scientifi'ally applied since no cost 

accounting is practiced. Therefore the exact cost -inclutiing 

variable and fixed portions- of 1 kg. of oliTe oil produced can 

not be accurately determined. 

~ Quoted from At1f ~rke, Edremit 
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Annual oliye harvest aDid .liye oil sUllply versus the gr .... iag 

dem8Dd is the crucial factor to dlrtermiDe the market prices. 01iYe 

oil price. lliffer, for mifferent types and quality of oils. ID 

g_eral, p>rices of pure and natural qvahk and Edremit olive oils 

are the highest, while prices .f mixed (coupe) and refi.ed oi1. 

are lower. Also for differeat brands, ... holesalers and ret~lers 

are willing to p8.7 different prices. All these different price. 

tend te cluster arou.a &be a .... rage market prices for each distinct 

type and quality. 

ODe olive oil elqNrt cemments: 

"The major general institutions tllat baye an influence 
on the olive oil prices are: 

1. izmir Commodity Exckagge (Bourse) for vegetable eils 
2. Various Com",,,di ty Exchanges in the country 
3. Chambers of Commerce and Chambers of In.ustry 
4. Istanbul Commodity Exchange (Bourse) 
5. Occasional government interven·~ion, as price ceiliags 
6. Importation and exportation of vegetable oils. 

Chambers of Commerce act as a co-ordination agent in 
regulation of the marketing; While 6hambers of Industry 
do the same job for the industry on a regional basis. 
The wholesaler is invelved in the first organization; 
the producer is involved in both organizations. 'rhese' 
act as milieu to decide on some specific issues like 
prices. izmir Bourse -in comparison to istanbul Bours_ 
has a tr lUi tioDal role in price structure of olive oil, .25 
since izmir is the largest city in the olive oil area." 

The producer must ask "what prices *hould I charge?" consideriDg 

all the tDUuenciDg fact·ors iD the pricing deciSion, in the 

framework of demand and supply mechanism of the .arket. 

~ Quoted from FarukSerpil, IstaDbul 

~----------------~II 
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2. Wholesaler's Level. 

Whea t.be product reaches the wholesaler's level, a more 

competitive market organization is marked (that will be analyz.d 

iB the following Chapter). Demand and supply anal~sis can not be 

easily illterf'.red at. this stage by non-economic torces" because 

of tree compet.itioB pTevailing. 

The wholesalers might have some general ma~-up consideratioas 

in their pricing decisions. HoweTer he satisfices with a smaller 

margin thaD the pToducer; since he expects a fast turnover ot 

merchandise. At this level profit margins are pulled dOWD by 

increased competition ia comparison to the producer's leTel. s. 
the wbolesaler bas to maximize his gains in a narrow margin that 

be must be satisfied with. Ia bu;i~g and selling decisions, 1 or 

2 kuru, can make a lot of difference. 

The economic analysi,s of the behavior of the wholesaler is such; 

that even when he tries to maximize his profits" he must be content 

with a limited profit margin sIJ.ueezed by competition. On the other 

band, the producer's benavior might not be necessarily a maximizing 

one in a less competitive m ... rketon tk. itesienal basis. So his 

behavior can be more .f & satisfiCing aature,. consideriag that the 

amnber of p>rllducers (in terms of fact.ories) is limited on an areal 

basis like Edremit area. (36 olive oil factories in Edremit veraus 

250 olive oil wholesalers in Istanbul.) Next chapter will cast more 

!Tight on this subject. 

I 
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ReCeJltly,growing pYefere.ee for substitute oils-that. was 

mentioned earlier- has made the pict.ure eTen mort compet.iti1l'e at 

t.he wholesaler's level, now nat.ural oils must. face t.he competit.ion 

of mixed and refined oils on one ha.d, aDd substit.ut.e vegetable oi s 

on t.he ot.her (for example soybeans oil, cot.t.onseed oil, aad 

sunflowerseed oil et.c.). So 1Ih~se oils with price appeals haTe 

creat.ed problems for t.he producers and sellers of nat.ural olive 

oils. This compet.it.ion is easily noted at. the wholesalers' le1l'el. 

P",'r OJle thing, growint G1IIlIand for mixed oliTe oils has caused 

80me shift8 in the mercna_di8ing polieie. aad practice. of the 

wholesaler. It must. be mentioned t.hat this tendency t.owards 

(I) mixed and refined aDd (2) substitut.e veget.able oils is one 

re8ult of t.he upward 8loping t.rend of the olive oil prices curTe. 

Since these oils are cheaper th8ll oliTe oi18 that are pure and 

natur aI, various mixture8 -though illegal it might. be- would yield 

t.he middlemen higher returns and revenues in t.erm8 of unit. prices. 

Tftis mixing process Seelll8 to be the largest prliblem of the olive 

oil marke't., at lea8it at the wholesaler's level. 

In ,eneral olive oil prices have ShOWD aD upward t.rend" t.his is 

a180 true for prices of ot.herveget.able oi18 a8 well. The 

following table shows t.he olive oil price8 bet.ween 1950-1963. 

rice. of other veget.able oils, and other information can be 

found in the Ap,pendix. 

~------------~II 
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- - - - - - - - - - - ----- - -- - - - - - - - - - - - - - - -. 
WHOLESALE AVERAGE OLIVE OIL PRICES IN ISTANBUL BOURSE 

YEARS 

1950 
1\)51 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
Ul60 
1961 
1962 
1963 

KRS/KG. 

212.00 
213.76 
202.41 
209.22 
278.39 
299.91 
434.43 
469.87 
484.16 
485.63 
50n.97 
535 .• 48 
515.69 
683.32 

INDEX DEFLATION INDEX CONS'fANT PRICES 

100 93 227 
101 100 2M 

95 103 196 
99 100 209 

131 109 255 
141 121 147 
205 165 263 
222 192 244 
228 208 232 
229 237 205 
239 231 219 
252 238 225 
243 ~9 191 
322 293 233 

Sourae: M elih TUmer, Tlirkiyede Yag Arz ve Talebi, Reyert Prepare 
fer Istanbul Universilty (Istanbul,1965) 

-----------------
It can be observed that the olive oil -prices have been rising 

at a fluctuat.ing temye, even if we acceunt for the fdct that these 

}'Trices are inflated by the creeping inflation. By use of the 

deflatien index, constant prices are obtained that reveal the fact 

that this increase, nevertheless, is not as steep', as reflected by 

the current Fric:es index. One can in any case conclude, after 1;i.he 

analysis of the figures, that olive oil prices have increased only 

as rapidly as the l'rices of other commodities included in the 

c'onswber or general price index. 

Ceming to the common margins, it can be argued that }'Troducer's 

p'rotit margins "-re hiigher than those of the wholesaler's. The 

p·roducer has production and marketing costs; while the wholesaler 

has only the ],ttter. So price p·roblem of the wholesaler is a 

simpler one than that of t:le producer. "5 to 20 p'er cent is 
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considered to be a reasonable profit margin for tbe wholesale~. 

For the producer, this m~ be 5 t. 30 percent depending on the 

circumstance.. However one can DOt be very precise in this 

discussion, since prop~r cost and revenue records are not availabl • 

Only approxima.t. predictiolUl can be made.' ,26 

At the wholesaler's level packaging cost seems to be the' 

highest one on a unit basis, where this gets larger -again on a 

unit basis- as packages get smaller down to 0.5 kg. The sVrTey 

of olive oil prices iB Istanbul Bourse at the wholesale level, 

between November 1965 .... March 1966, yields the following results 

- -' ........... - -, - -- - - - - - - - - - - - - - - - - - - - - -
WHOLESALE AVERAGE PRICES OF OLIVE OILS IN ISTANBUL BuURSE 

(November 1965 - M a.rch 1966) 

1. PURE AND NATURAL OLIVE OILS KR§/KG. 

a. lIxtra-exi;ra • • • • • • • • • .625-650 
b, Extra • • • • • • • • • • • • .600-625 
c. First Class for Meals • • • • .575-600 
d. Second Class for Meals • • • .550-575 
e. Co_on • • • • • • • • • • • .500-550 

2. MIXED (COUPE) OLIVE OILS 

a. First Quality • • • • • • • • .550-600 
b. Second Quality •••••••• 500-550 

Sourc e: Survey and I ntervi ews. 

--------------. 
Refined oils are ignored in this context.,; since their level is 

qui te close to mixed olive oils, and that they are reI Atively 

less significant. At the retail level, these prices listed are 

increased by 40-50 P'8rcent when sold to the ul t.imate consumer. 

~ Quoted from Abmet Akdag, Istanbul 
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3. Price Analysis. 

PAGS-¥O 

Olive oil is the highest priced ...-egetable oil in Turkey as well 

as in etbel" ~1l'8ti'$: ... Furthermore the most widely consumed oil in 

Turkey is olive oil, due to traditional f-act.!" •• It was shown 

earlier that olive oil consumption" as well as the consumptioJl) of 

other veget.able oils, has increased. (Table anei gr aph of t.his is 

presented in the App'eluiix). 

• 'Oli...-. oil p'Tices are functions of the t,otal demand, and prices 

of this commodity are quite indep-endent of the prices of other 

...-egetable oill; where this demand. is determined by a special 

"reference for this type of oil. .. 27 In everywhere" olive oil marke 

is characterized by instability which is also true for tbis count.ry 

Thi, instability is due to the agricultural nature of production 

as well as the static and speculative aature of the commodit.y. 

Befureen 1957 and: 1960, & relative stability call be obeerTed in 

this' market mostly as a result of gover_ent regulation and 

interference, such as prico ceilings and other peaalties. However 

since 1\J58, prices have been forcing up because t.tal supply could 

DOt. keep in "ace with the growing demand. "In 1962-63, olivo oil 

eX}llOrts have gone up, which inevitably resul~ed in tho riso of 

domestic prices. Consequences of this phenomenea have beeD illegal 

ixiag practices of olive oils with other oils being encouraged in 

he market. In any caso, the result was t.he jump of olive oil 

Food and Ap-iclll tuhl Organiwation of U.N." rhe Stabili­
zation of the Oli'H Oil M arket~OeIllm.dity P.hcy Stud1es 0.9 

&0 
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prices in 1963. ,.28 

PAGE 41 

In the olive oil market price problems bave never been absent. 

Olive oil prices bave always. created headacbes for tbe consumers 

because ef limited supply "nil: necd for oil imports on one lland, 

aDd grewing demand on the' other. Nevertheless .urkey is an olive 

oil exporting country, though i. small qUb.ntities. rnis is a resu t 

of gCDvernment policy or subsidizing olive oil exports; since oliv 

oil is more expensive in compKrison to tne other substitutes, 

government pCDlicy encourages consumption of otner substitute oils, 

to build an artil1,,1al surplus 01 olive oil in tne country, in 

order to export olive oil. As mentioned earlier, tnere is a 

marked trend in this direction. ~o government expects te impr.~e 

tbe Balanae' or Paymenrt.s sit.uation whereby people- consume ]e-ss· or 

olive oilS, repla.eed ~ subst.lt.ute'vegetable oils (p>art.ly 

in t.he con:sumvt.ion p,at.t.erJll8; amd expensive olive oils are thUB e r 

Coming t.o t.be' oil imp>ert.s, Me'at. and Fisb IlIst.it.ut.io. (EBK1 

regulat.es t.be' imp.rt.ation and distribution of subst.itut.e veget.able 

oils like soybea. oil. Yet Oil the wbole oliTe oil p'roducers and 

who 1 esal ers are _t. foad 0 f EBK ,. c laimiag that. t.his iDSt.i t.ution 

furtber increases the in'st.abilUty in t.he elive eil: market, by 

arbitrary vricing. 

One businessman reflect.s tllis opiaioD: 

~/ Melill TUmer, TUrkiyede Yag Arz ve falebi:\ Rep>ert Prepa}fed for 
Istanbul UniversitY (Istanhul,1965) p. 2 • 
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"Oil. have become speculative commodi tie., that., 
the total demand is increasing constantly while the 
supply elasticity is 1011'. Meat and Fish Institution 
(EBK) has practiced some stabilizing activities by 
stocking,. pricing" and regulating the distribution of 
imported vegetable oils. There are some stabilizatio& 
schemee. However, these iB not look to be efficient. 
and appropriate at all.·' 

PAGE 1ft-

Wbo. the iDBtitut.ion follow. a low-price policy in connecti.n with 

the imported oils, price clifference of imp:ortod and domestic .ils 

occurS. This. f"o:rDIa . \M epCIlIIlat.or middlemen·'s gai_. On the .~b 

band when a nigb-price policy i. adop4ecl, t.his cau.e. f1!iTther 

increase'. in olive .iiI price.. Solution offered by most people in 

tbis busi.:ess i. a rational aad steady stocking policy ia parl\.llel 

with a wie. pricing policy oa part of EBK. 

Obviously EBK has an impact. on the stability of" oliTe oil 

price. in t.he' market; impro ... emont. in its attitute are required 

for the st.ability purposes. Tbis stability caD be brought about 

by a proper and efficieat fuactioning of this inetitut.ion iD the 

marketing of imp·orted oi18, as recommended by manlY authors(like 

Dr. Melib TUmer, Dr. Mehmet Ali Gokt.lI4I) and maay businessmen. 

It is . likely that Turkey will continie to be lUll 011 importing 

country, and olive oil export.ing country on a limited .calo for a 

period of time. 

W Quoted f~ Supbi Sey"'&Jl~ Edremit. 



THESIS 
IlOBi!itl COLLEGE GRADUATE .......... 

BESEX, IsTANBUL 

Promotions: 

1. Producer Advertising. 

In t.hft past, diue to the "f/~ - • nature of the commodity anel 

industry, not much advertising W8S mue by the oliTe oil producers. 

Advertisiltg by producers was made through local media rather than 

on a national basis. In the recen' 'ftCiula; as adTertising business 

&ad Tolume grew,_ a number of large producers have made a reputatio 

11;- large advertisiag c8.Jpaigns in daily newspapers, magaRnea, 

mOTiea, radie, and outdoor uTertising. Por example, ene 

producer firm has reached large *arket shar.a &Rd ~ofits as 8. 

result of extended advertiSing programs. That firm paid 2,250,000 

TL as taxes during 1964. 

Opinion of ODe businessman on this subject is: 

• I Advertising, in the competit.ive olive oil market, 
determines the sales potential and volume of the 
advertiser firm; I"rovided that the advertiser does 
an ho.est and believable advertising. There are also 
some other req~irem'nts like continuity, consistency, 
reality, and planning in the campaign, discriminating 
the specific olive oil brand from the rest. 

Traditionally, olive oil producers of the limited 
regions visualised no immidiate advantages in undertaking 
large advertising campaigns (Which means at least 
500,000 TL per annum); they were satisficing with their 
ready market share!! in limited competition at the 
producers I level. The market readily absorbed the 
limited supply eacn p~riod; so they looked for no 
further markets. So they were satisficing in a way. "ao 

~ Quoted from Uner Erke, Edremit 
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Lately more advertisi.g is made by t.he olive oil producers;. ail1ce 

some mal1age', t.o calfture lar'ger market shares il1 this way, others 

decide to move iD the same ciirectioD. Th .. refore it. can be seea 

that p,romotional activities ill t.hi s business are aimed t.o capt.ure 

larger mltrke1i port.ions, rather thal1 new market.8, becau8e of the 

limited supply. 

Institutioaal t.ype' of advertising is preferred by the producer8 

Higher quality .. d ta8te appea18 are 8tre8sed il1 hard-sale.;~ls8 

low prices are empbasized by S8me producer8. Diishol1e8t advert.i8i 

of any 80rt create8 problems in this context that it de8troys the 

image 0' the advertiser 11.8 well 11.8 the whole industry - by 

increasing the ioubt8 aa4 8u8picion iD mind of the consU\IIjng public 

a. Wh.lesaler Advert.ising. 

More adverti sing is carried on at the wholesaler's level t.han a 

the producer'8, in a more competitive market. Yet this 488S 11010 

mean that all the 0 live oil wnolesalers c an afford t. adverti8e. 

Some larger olive oil wholesaler8 in Istanbul have been carryiag on 

advert.ising c~paigns on various media. The wil1.ely advert.ised 

aDd kDowD olive oil brands are in fact wholesaler brand8. 

SiDce illegal mixiDg procedures are detrimeDtal for t.he image of 

the whole busiDes." specifyiDg quality and purene8s iD advertisemen 8 

create8 goodwill if the argU\llent i8 t.rue at. all. Not. all wholesale • 

~----------------~II 
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haTe created this image in the market, eSl!',ecially at the retailer' 

l!eTel. For the small Yholesaler advertising is a costly &lid risky 

business; because too mucb e"1'ansiOll is II.Ot regarded as a sound 

policy by most businessmen on the consenatiTe side. Therefore 

the common attitute is more of a satisficing one rather tban a 

maximizing one, althougb scientific and most accure generalization 

can not be made on this subject. Hoyever it can be argued tnat 

maximiziDg beaaTior can, hO' true for the large'r concerns in 

competitio.. So the market shares of the progressive and ex.p'andin 

firms in the oliTe oil busiaess are increased in. terms of capital, 

profits, sales, and goodyill. 

So far as the retailer's and consumer's levels are concerned, 

the iml!'lications of yoo]esaler advertising are summarized thusl 

"The Yhole point is that the retailer and consumers 
must have a confidence ill the yholesaler -or producer­
brand, in order to get ia ••• t7aat end co-ordination 
on mutual grounds. Therefore the position of ney 
firms and voices illl this business is a difficult· one 
as far as the market accep·tance SId confidence is 
concerned. This conlidence can be built by advertising 
to a certain ex.tent, and royalty to the brand can be 
maintained by continuous advertising. So the Yholesaler 
has to keep all these points and problem areas in mind 
in conducting his business, and ~t promotional activities 
in merchandising of olive oil." 

Dishonest advertising creates a good many p'roblems at this stage 

also. In a ,lOriod yllen quality of olive oils sold are s. much 

suspected, this can help to destroy the image of the oliTe oil 

business at the cOlummers' level. Market mech&llism of competition 

can elliminate such dishonesty in the long-run, but short-rUB 

erfects are to stay. Lack of adequate legal control and regulatio 
31/ Quoted from AIlmet Akdalr 1 st <'lnbul 
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is another problem iD this cont.ext. 

In merchandisiDg activities, advertising by larger wholesalers 

h.-, created comp'etit.ive problems for t.he rest of the firms. As 

one result of this, many small wholesale.s face t.he dilemna of 

losing business or surYival; While t.he large wholesaler looks for 

furt.ner expansion. 

3. Other Promotions. 

In merchandising of olive oil, p'roducers and wholesalers 

pract.ice some other kiads of sales promot.ions also. These can be 

of different t.ypes depending up-on t.he circumstance.. On the JIllole 

these can be ia t.he fON of: 

1. Various sort.s of sales contracts 
2. Agreements and co-operat.ion bet.ween producer and 

wholesaler 
S. Contracts and co-ordination betweea Wholesaler 

and retailer 
4. Easier or looser credit t.erms 
5. Differ.mt puckage and qu"ntity deals 
6. More favorable terms of sales in monetary and service 

form (for e .. ample transportation, insurance, storago, 
packaging, finacing, etc.) 

7. Various sorts of facilities and utilities provide. 
between seller and bUJer 

8. Agency ~ distributor contracts 
S. SeasODal discounted sa.les policies 

10. All kinds of oth§§ Don-price competition to promote 
trade and sales. 

As it caD be marked, most of these promotioDs t.ake the form of 

n~D-price competition in essence. Furthermore, packaging in 

smaller containers (as discussed earlier) in 1 or 0.5 kg. cans 

is another effective means Or marketiq as a r'esult of pUlling 

romotions in conne.tion with 
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~ •• 'q1l .. 1i. appoal, price appeal, brand image, and inventory 

management. can also be COllBidered unGer this top.ic. 

The use of mod01'll salo. promotional techDiques and tools ha.o 

increased ill the recent period; many of these are Kepted successfu 1 • 

Carried to the extreme, all kinds of sales promotions in the 

merchandising can cr&ate many problems for both the selling 8Ild the 

buying parties, by increasing the marketing costs too much. Thus 

a prudent understandi-. of SUCh means aDd ends is aecessary at all 

levels, for a better fuactioaiag of merchandising activities. 

~------------~II 



THESIS 
IlOBI!RT COLLEGE GRADUATE SCHOOL 

BEREK. tsTANBUL 

Market OrganiZ'atioRI 

1. Competitive and Substitute Oils. 

Olive oil is the most expensive vegetable oil sold in the 

market. As· aDalyzed ia the secoad CDapter, since supply falls 

short to meet the demand various other kind. of vegetable oils 
i 

PAGE Iff] 

exist in the market with two motivul(l) to fill the gap.,eet. __ spy: 

and demand, (2) to act as competitive or substitute products to 

olive oils. 

An increase illl olive oil prices also increases the prices of 

thes'e substitutes theoretically, a8 a result of increased demand 

for them. These substitute oils have created various merchandising 

problems for the olive oil market, mainly because of the shift of 

preference towuds these substitute oils. Prices of substitute 

vegetable oils are generaUy lower thaD those .f olive oils. The 

following table reveals this situation: 

---------------------------------
AVER.NZE WHOLESALE PRICES OF VEGETABLE OILS IN ISTANBUL 

KR§/KG. (1960) 

Olive Oil-average$05.97 
Cottonseed Oil 406.18 
Sunflowerseed Oi1389.90 
Sesameseed Oil 425.00 

l\.R§/KG. (1963) 

683.32 
509.33 
569.60 

Source: M e·lih TiiQler, !lirkiyede Yag Art Vt raleti, Rep.rt. 
Prepared rer lst"nbul Ullli versi y !stan ul, 1965) 

------------ ------------ --------

~----------------~II 
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It can be observed. that, prices of all vegetable oils have 

iacreased in the recent years. If 1950 index is aonsidered to be 

100, this would be 239 in 1960, and 322 in 1963 for olive oil. 

For cottonse". oil this would bo 285 for 1960, and 357 for 1963. 

For sunflowerseeel oil indee:ies are 260 for 1960, 397 for 1963. 

(Compl1ete table of vegetable oil prices is in the Appendix.) 

This analysis i8 ia terms of current prices. When these figure 

are a.eflated by use of a deflation index, increase in tel"f's of 

constant prices is not as sjeep any more. Rat. of increaBe of 

prices .:t··vegetable eils is close to each other ill the inn ationar 

period after 1950. 

There are also some other substit.te or competitive oils in the 

market like peaautt-Bhells,. uybeans, safflower, pape, and opium 

seed oils. Substitute oil have cr.ated two kinds of problems in 

marketing and merChandising of olive oill 

1. These oils packaged, branded, and merchandised 
compete strictly with olive oils as fii·r as the 
product-prices-promotionB-and markets are concerned. 

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

Averag~yearly production of 80,000 tons of olive 
oil is falling short to meet the increasing demand. 
To fill the gap other veget;;hle oils are marketed; 
these should be sold under their own name rather than 
being mixed with olive oils. Preventive legal measures 
aDd regUlations !tae both inadequa.te and inefficient 
on this subject. 

Ap·ari from the competition in the vegetable oils market, there is 

W Quoted from Atlf Erko', Edremit 
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also aD internal comp'etition amentg differem:t types ot oli'ge oils 

like Datur aI, mi~-ed, aad. refined. Natural oliTe oils are losing 

their market shares at the consumers' level beCl'ause ot consumer 

uDawarelllless, pirice ap'peal, and health considerations discussed in 

the "Quality" section. Mixed o11ve IIil. and s'Ome Te-getable oills 

are gaining in this fight. This has especially created pToblem. 

tor the. producer. or Datura! oU:_ eil ••. Tendencies ot illepl 

competition are e-acouraged by the lack ot &ie-quate control and 

regul ation in the- marke-t. 

2. Merohandisig Policies. 

Producers ad wholesalers adjllst ttleir mercha.ndising polici_ 

consill:erhl1g all the paases ad problem area. of merchandising -

nBmely these related to the product (production, quality,. packaging 

l>ranciing, inTentory managemeRt), prices (production IIld marketing 

cost. aDd reTenues), promotieRs (advertising and other sales 

promotioDs), and market and competition. 

Merchandising motiTatie •• in the olive oil business, iD P. PHill 11'1 

and D. DUIIlc an's term s, c an be lii It ed as to 11ow.1 

"des)ire- to keel" or improve- the competitive- st_.egy 
and posi tion,.( CORsidering shifts ot consumer preterence, 
among various vegetable oils), changes in population 
and pUrCAaliDg power, changes in attitutes of producers, 
wholesalers, rei-ailers, consumers resp-eetive-ly. (80 in 
his sales policies, olive oil seller has to aim at an 
e-ffe-ctive merchandising) whiCh is based upon systematic 
planning, Bkill&~l execution of plans, and careful 
tollow-through. 

WC.F.Pbilliipa aRd .D.J • Dun (!A1h Marke-tiRg (Hemenod,Illi.eia·1 
RicflaNl D.lrwing Inc. ,1964) p. 591. 
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Fllr further ~oduct ievelopment, actually considered by fey large!!" 

producers and wholesalers, the following points might also be 

emp-bs,sized: 

1. Recognition of new things for olive oils in 
connection with use and demand. ' 

2. Utilization of excess cap,acities and waste product.s. 
3. Needs ~or cfhanges in distribution policies, 

searcn1Dg or new ways to sell direct to retailers­
ellinatill'g some middlemen. 

4. New or improved products of the competitors. 
5. All other s~anges suggested by the market or 

consumers. 

3. Market Problems. 

Qlive oil preductjll. figures shaw that !"roduction has somewhat 

increased although fluctuatiOBS Gn a yelll'ly basis are nGted. FGr 

instance in 1951 productill. was 38,80'0' tGns; while in Itl60 this 

became 79,0'0'0', and in 1963 9Q,UO'Q tons. The maximum of 1961 -

whiCh was 119,50'0' tODS- was Bever reached, again. III the period of 

1951-1963, cettonseed oil pcroductioD incireased from 14,0'0'0' tons to 

34,0'0'0' and 54,0'0'0' tons in 1951-60'-63 respectively. Figures for 

sUIl'f1:oYerse'ed, oil are 16,0'0'0'-26,20'0'-11,.60'0' tons respectively for 

the same years. Se ttotal vegetable oil product.ion of 'l'urkey bas 

increased. 

As to the consumpt.ion ef vegetable oils, visible consumption 

figure. are obtained (as derived by Dr. Melih TUmer) by adding 

productiin and import.s and dedlicting exports from the total. This 

yieliis 72,410' tons in 1951; 197,90'0' for 1960'; and 167,1.00' for 1963 

!21 Ibid. p. 191 
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THis means that, consumptioa of vegetable oils have increased by 

more 10han 100 percen10 in tea years. (Complete figures OD these 

subj ect8 are available in the App.endix.) 

Considering that total popula tieD i.creased from 21,,634,,000 in 

I9$! te 2'1,800,000 ia 1960 and 29,300,000 iD 1962; per capit.a 

oil consumptio .. ' i8 calculated to increa.e from 3.35 kg. in 1951 to 

'1.11 i.e. 11960 al1d 5.70 kg. ia 1962. So ia a tea year period after 

1951, bo1oh the total visible cODsumption _ p.er cal".i ta consumption 

of vegetable oils have more than doubled. 

• 'The demand and supply analysis can clearly reveal 
the most imp:ortant market problem in connection with 
olive oUs and vegetable oils,. the 1I'ideniag gap of 
production and consumption. One solution to effer 
t. this l"robliem is to encourage consumption of other 
vegetable oils rather than olive oil in the domestic 
market; and having the p:ossibility of exporting olive 
oil surplus thus created. This 1I'puld mean changes in 
cOl1sump.tion patte1'll.s ia th56first place, and increasing 
p,roductioD in the other." 

Bother problem of the olivo oil marke10 -on a nationwide basis- is 

the iastabili10y of the market. "GoverumeDts of all major olive 

oil l"roducing couatries-liike I1oaly,. Fraace, Portugal, Greece, Spai 

e1oc.-have been introducing measures to p:rotect lohe olive oil marko 

.from iastabiLity. ,,37 , 

still another problem is ono o! standardization. Dr. Mthmet Ali 

GBktao argues that olive oil standards should be seriou81y establis e • 

for internal and iatemational markeloing. Considering the internal 

Quo1oed froll At1f Erke, Edr~mH. .. . 
Foo' and Agriculture Organ.~zat10n of ..... , The Stabll1zat10a 
of Olive Oils Market., Commodity Policy studies No.9(Rome,1955) 



THESIS 
1WB£iU' COUEGE GRADUATE 5aIOOL 

BEBEK, iSTANBUL PAGE'i7 

aDd international classification of oliYe oils, the Turkish Standar s 

IDs,titut~ (TSE) is expected to handle this problem also. In the 

recent iecacle, ad.ditional problems have been created in the olive 

oil market illl relatiolll with merchanding by producer IIld wholesaler, 

d.istorting the picture towards instability and inefficiency: 

1. In the post,-war period, balance of demand and supply 
is distorted by various fact·ors. 

2. Olive oil exports have been low. Maximum ia 26,482 
tons in 1962. 

3. Population increased-national income increased­
transportation facilities increased-and value of TL 
changed. Thus olive oil prices showe. an upward trend, 
since increase in productio* could not keep in pace 
wi th incre ase in consumption. In ec ••• mic analysis, 

"Cobweb Theorem" worked-where supply is adjusted to 
demand only after a certain interval. As a consequence, 
fluctuations in olive oil production ",nd prices were 
observed. 
4. Control of olive oil prices were made by some 

restrictive measures -sucn as price cei11ngs- which 
seem to be a limiting factor for the development of 
olive/oil business and market. 
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 oil industry 
constitutes 33 percent of the total oils industry. 

The picture drawn above is not very promising. In 
Short, although preference for olive oils have continued 
even in times when prices went up to 15 ~L a kilogram, 
it is also a fact t.at such high prices have forced the 
consumer to con§lFe other less expensive substitute 
vegetable oils. 

The problem ef rising prices of olive oils was handled by the 

government in the inflationary periid. This control too~ the form 

of :price ceiling' 1t.bat was popular in that peiriolll the results were 

not bright, leaving aside the detrimeat aJ. effects of intervention. 

Interventioa Froved to be harmful and uneconomic; yet these problems 

W 'ricf1.ret. Gazetesi. NoY". 25-25. pp. 1-3 

I 
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are not altogether solved even for today. 

Tur~is. Oil Industry Seminars are dynamic and new movements to 

to solve the problems of t.he oil industry; improTements are recomm n': 

for the industry as a whole. However olive oil market p>roblep in 

relatiolll with marketing Ii!. d merchandising are not analyzed to any 

great extent in these nnual seminars. 

4. Legal Aspects. 

Ia merchandising of olive oil -by produce-r and wholesaler­

Food Products Law ef Turkey layout the legal fraunework and orga­

lIJlization. The relevant items are listed beiowl 

Art.icle 113. Natural olive oils are classified into 
fiTe categories: (1) l'iltered olive oil -with fresh 
alive Gdor and a special flavor, with no bitter taste. 
Oleic acid ratio is less tJU,n 8 percent. (2) Ex;ra­
ex:p.ra olive oil -with the same quali1'icH.tions, oleic 
acid ratio less tllBn 1.5 percent. other characteristics 
are purity, flavor,- no other odors ad precipitAtes, 
and natural taste. (3) Extra olive oil - with the same 
qualifications, acidity is less than 2.5 percent. 
(4) First Class for Meals -similar ch&racteristics~ 
acidity less tah ~.5 p~rcent. (5) Second Caass for 
Mealts -again similar characteristics with maximum acidity 
of 4.5 percent. 

Article 114. Natural olive oils with higher acidity 
can be mixed with refined olive oils. This is called 
"coupage", and the mixture is c .. lled coupe olive oil. 

Mixed olive oils are classified into two categories: 
(1) First quality coup4 -acidity less taan 1.5 percent. 
Characteristics are purity, absence of p;recipitation, 
and natural taste with limited bitterness. (2) Second 
quality coupe - with simH ar caa:aacteristics IIIid 
acidity less tah 2.5 p,ercent. 

Article 11S.01ive oils can not be colored, or mixed 
with other kinds of oils alld fats. 

Article 117.00 the containers of all marketed 

-
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wholesaler er p'ndllcer eils,. 118me and address ef the 
SUl'1'lier, name and categery ef the standardized eil 
must, be labelled. Alse net centeats sheuld lie 
identified in' quaRtitative terms. 

Article H8. Oils that are p'reeipit;;.ted, impure, 
decolored, anal disqualified can be re-processed aud 
re-purified te impreve quality. 4'heslt are called 
refilled eils. 

PAGE 51) 

Article 119. Acid ratie ef all refiaed eils is S perce t. 
maximum. 

Article ISS. The feUewing eils -llatural, ceupe', er 
refined- are disqualified: these canned in centainers 
IUt properly labelled, whose contents are not 
apprepriately qualified, those mixed with other 
vegetabli! eils, these which centain harmful paints, 
these impure and precipitated eils. 

Article 134. 'l'he fellewing eils are detrimental te 
health: disqualified ails, bitter oils, these centaing 
harmful bacteria, these canned in impreper metal 
centainers. ' 

Article 135. Tbe fellewiDg eillf are somewhat dietrimell.t 1 
te health: these containg any ul'1hed M1Y elements, 
and those mixed with inorganicsoils er disqualified eils. 
Such eils can lIot be marketed. 

Thes,e art.icles extracted from the Feed Pndiuats Law censtitute the' 

rules ef the game ef merChandising. Thelre' are, alae, ether lieg81 

requireme.ts ef g,eneral nature -cited ia Che Cemmercial ~ that. 

the olive eil }!I'reducer and whelesaler IIUSt;, fullfi11 ill his 

me rC'h allld'i s iag • 

W izzet GU?, G~da Maddeleri Me'n!uat~ {Ist.anbul:iW(ha GUIer 

______ K_i_t_ab_e_v_i_,_I_.9_6_1_) __ PP __ ,._5_1_-_5_9_· ________________ ~_:::::::::::::~1 I 
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AN;ALYSI S IIf; COMPETI'rION 

ProdJucer's Market: 

PAGE ')6 

So far, the Juture of the comm_dity aad mercruaadisiag problems 

i. marketing of olive oil -as to the produc-t, p>rices, promotions, 

aJlJd market organization- have bee. deseribe"d and aaalyzed at t&e 

producer's and wbolesaler"s levels, OR, a comparative basis. Now 

the market, a.aly-sis will! be made· in com)!tetiition at these. two level 

alltd relationsl:tips will be· looked fer. 

lilt aarketillg and mercbandising of olive oil, the fenowiDg chai 

can be recogniz'ed: olive oil p'roduc'er' -to- wholesaler iD another 

location -to- retailer -to- coasumexr. The market aad comp·eti tion 

iD relation with the producer aad wholesaler wi]} be visualized ia 

tTO distinct. levels. Analysis i. competitiolll Till he made at thes 

two levels in terms of co.d.it.ions of free comp'etitio. listed by 

Tiber Scitovsky as: 

1. Competitive Spirit 
2. Large Kumbers 
3. Similarity of Si:!:e 
4. Gh anging Membership 

5. C ap:ital 
6. Economies of Scrale 
7. Entrepn.eurship 40 
8. Ul'ti ute rm ed til arket. 

The first feur factors ar1l ill favor of comp:etitioD; the last tour 

40/ Tibor Scihvsky, Welfare and S.mpetitha (London:University 
Press, 1964) pp. 319-337. I I 

-----------'. 
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fact·ors are restraing competitioll. The ]/ll'oducers'market can be 

analyzed: as to these factors. 

1. Factors Favorable to CompetitioD: 

C(l.lPETITIVE SPIRIT: This means the absence or pTesence of a 

co-operative spirit iD the oliTe oil industry. Although no definit 

and accurate con.liusions can be arrived at, this subject -since this 

can Dot be measured-· it cam be argued that. the presence of a 

co-opJerad;ive spirit iD formal and iDrormal ways iD the olive oil 

pro«JlctioD ce'nters like Edremit-A¥vah,k is a force working against 

the formulatio. of a full competitive spirit. Thiis atti tute 

devellops from the traditional characteristics of the industry, 

local Chambers of Commerce and Inostry, and conserwative attitutes 

due to the demamd and supply cODditioDs. 

LAJtttI NUMBERS: There are 592 olive oil factories in Turkey. Of 

this total, 108 are im Bah:kes.ir (whiCh includes Edreait-A¥val1k 

area), aDd 155 in iZlllir. In the EGliremit region, t.here are 8 millio 

oliTe trees and 58 olive oil factoriesl in. Earemit City, 5 million 

olive trees .m 36 olive oil factories .are present. (Total number 

or olive trees il around 60 million in the country). Average yearly 

olive oil producthD of this region is 22,000 tons of which 15,000 

ton. are supplied by Edremit.. 

So, considering Earemit regio., it can be concluded that large 

numbers of olive oil producers -in terms of factorie ... are lacking 

L---------------~II 
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especially in cempariso. to the number of wholesalers in Istanbul 

(arouad 250). 

SIM,ILARITY OP SIZE:, Sl.Ml.']arity of size concept, as a factor 

in faver or free competitioD, i8 80mewhat distorted at the produce ' 

In'el. Of tbe 36, elive oil tactories iD Edremi t, some are small 

establishmeDts witb 1 press, and some are large establishment.s 

wit.h 4 pTesses. Se ia;comparisoD to tbe IJimilarity of size of 

Ist.a.abul wholesalers (that., will be discussed in tbe next part), 

size. et t.he productien units in Edremit area vary on a larger 

scale. 

CHANGING MJi),lBERSHlP: Most ot tbe tactories in Edremi t-Ayval1.k 

bet.ween 1910-1930. Ne. estublislllilenU are 

rare,since the, pTeseat. capacity of, the industry absorba"tbe li.Ut 

supply ot oIivesiB fihe ,"~gi" •. ,' As a conservlttive kind of 

business -as argued by most producerl- drop out.s and new entries 

are rare in tbe industry. So ~be industry is in a static nature 

rather than dynamic, in comparison to the wholesale business 

that requires less capital, less entrepneurship, and less geographi a 

requiremeat.(as discussed later). So membership' among olive oil 

producers dees not change in the Short-run, and long-run changes 

are not considerable. 

2. Pactors Restraing competition: 

CAPITAL: Capital requirements of constructing an olive oil 

L---------------~'J 
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prodiue'tio. eolteltn arlt cOlllsideorably high. At1f Erke, as an 

authori ty OD' this sub.j ect, gives the following figures: 

Cap·ital requirement of an olive oilL factory (3 presses) 
Fixed C ap'i tal: 

La~d : •••••••• 80,000 TL 
BU11d:UlgS ••••• .lOO, 000 TL 
Machinery and Equipmen~60 000 TL 
Other Expenses •••• 60:000 TL 

Working Capital: 
Liquid Assets •••• 100,000rL 

Total ••••••••••. 500,000 TL 
Note: To const·ruct a modern olive oil factory 

of similar size (3 presses) would at least require a 
ilouble amount4ff capital outlays, that is at least 
1 millie. TL. 

Cap'ital requiremeuts of the wholesale business aile much leweri as 

show. in the lI1ext part. 

ECONOMIES OF SCALE: I 'In most industries, there is a certai. 

siZ'e of p,la.t. or a e:ertaia range of siz'es that is more efficient 

and therefore moreo economical to o l'e r1I.t.AI than either smaller or 

larger plants. ,,42 Ia the olive oil industry thi& is exactly the 

oase. Daily ecolltomieal capacity or .olume of all olive oil faetor 

as the most efficient volume is calculated again by Atlf Ertle as 

foll.ws: 

150 sacks X 100 KG. of olives p'er sack = 15,000 KG. of 
olives 

Therefore, the size of the plant sho,lIIld permi t 
operation at this level in order t. have econt~ies of 
soale, that is both economical and efficient. 

So t.here 'are economies of seale in the .live oil industry as a 

factor restrainiDg comp·etitio •• 

Quoted from At1 f Erke, Edremi t " 
Tibor Scitivsky, 'Nelfarlt and Competlhon 
Press, 19M) 1". 331., ' 
Quoted from Atl f' J::rke" Edrem1 t 

(London: University 

I 



THESIS 
ROBERT COu.I!GI! GRADUATE IICIIOOL 

BEBEK. iSTANBUL PAGE /C 

F.NftEPNEURSInP: First ef!' all, it sheuEd be mentiened that en 

this subject - just Dike the subject ef cempetitive spirit as the 

first f ;Jcter faverillg cemp>ei.i tioll - n. )lJ'Tecise cenclusiens call be 

mad" iD quallltitative terms. Yet in tile discussion ef ether 

facters, such qualltitative' analysis is made. 

Relative scarcity ef elle t.ype ef managerial skill (nan ely 

eperatiag an elive eil fact.ery) bas implicatieus uINn ent.ry, sinc 

this is a risky and cllallenging ulldert.aking. EDt.repII.eurial skill 

Jl:ec:essary t.e manage all. elive eil fact.ery as a preducer require' 

This requirement, can: be less t.e eyerate a shep' er firm 8S. a whele a er, 

III aillly be'eause ill the fermer p:red'Uction function is iDlvo 1 ved wher a 

ia, .the ratter th"re is .e such functien. '.che first. type of 

managerial skill is scarce iD cemparisen with t.he secead t.y!"; 

as SUCh, busiDessmen talk ef the difficulty ef beiag an elive eil 

Feducer eperatiDg a factery, cell.sidering all t.he aspects ef 

Foductie., marketiag, and ml!rchandisiDg. 

Se it c,aD> be ce.cluded that tJbe' elltrepaeurial skills necessary 

te beceme an olive eil p,reducer act, as a restraing facter uINa 

cemp>etitiea; wbile thiS' requiremellt -being a less challenging ene 

at, the whelesaler's level <il!ees net restrict eemFet.itieD as much. 

Tbe p;reducer has imust.rial preblems taiiat. the Wholesaler d:ees- D.t 

have; alse t.ne fermer t.akes ,additie.al risks ilkpreductien aad 

.arlJetiBg. Se, eatrepneurship' limit.s cempet.:ii tie. at this 1 evel. 
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UNINFORMED MARKET: It. can be argued t.hat in general, the olive 

oil market. at thf consumers' level is quite an uninformed marke* 

in certain aspects. This is another factor restraing competition 

which is t.rue .t. t.he producer's level as well as at the wholesaler s 

The nature of this palltly 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 that factors in favor of' 

compet.itioll are somewhat limited, and factors restraing coml',etitio 

are present in the olive oil market at the l',roducer' s level. 

Wbolesaler's Market..: 1. the wholesalers' level of the olive oil market, the slUDe 

allaly.is i.1I comFet,itiol1 can be m Il.d.e in terms of conditions of 

free clllmpeti tillln -factors favoring and restraing coapeti tion. 

Again the same eight factors will be considered respectively. 

1. Pact.ors Favorable to Competition: 

COMPETITIVE SPIRIT: The competitive spirit Tibor Scitovsky 

meat.ions -thlllugh being hard t. measure- can be considered till eust. 

mlllre among Ist.aabul whllllesalersl who are more nUlllereus , more 

similar ia;'size, a.nd with mere often changing membership in 

comparison wit.h Edremit region producers. This much can be enough 

te argue en this d.ebatable issue whiCh includes some value judgeme • 
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LARGE NUMBERS: As the main feature of a freely competitive mark@t, 

large number of competitors can be found at the wholesalers' level 

ia Istanbul. Ther1! arE 11>0 large, au 100 medium and small oliTe 

oil wholesalers regis.tered at the Chambers, of Commerce. Apart 

from this tot oJ. of 250, there are alao large number of firms and 

ttpeoplo carryi.ng on ,live oil business as wholesalers who ar' not 

re'gisterec1.. Their DlUlDber can be estimated to be around 566, but 

this can DOt be considered as an accurate ostimate'since this 

aumber can change frequently. t ,44 

Com:pariag these figures with the 58 oDive oil factories (or 

producers) ill Edremit region can give an idea of the clegreo of 

competition at each level. 

SlMIWIRITY OF SIZE: III general, excep,t fer, a few large olivo 

oil wholesalers I' size _d capacity ofbhe average Istanbul wholesallel 

is moderat,ely similar. A very rough calculation of the volume of 

business balldled by tbe lstallbul wholesalers is made by A1'.1f Erke: 

Average annual supply or 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 
So the average volume of business hHndled by one 
Istcmbul olive oil wholesaler is 240,000 TL. 
However this4galculation ignores the unregistered 
wholesalers. 

Considering the typical Ist~bul wholesalers in their ShO~S side by 

side im. Ya~iske1esi, this seems to be at .. a realistij] figure of 

the size of business which does not show too much deviations from 

the mean. Also volume of the shop's are similar with a storage I I 
l!!!7!i~Q~u~o~t~e~a~f~r~o~m~&~'a~r~utkJt.~~'e~~~ijl~,~I~s~tua~n_b_U_l ____________________ -:-:::::::~ 4~ Quoted from At1f lllrke Edremi+. - _ 
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capacity of 100 kg'. en t.he aver .... e. "'h1' s s' 'I 't f' b -.. • 1m1 "r1 y 0 S1ze CLn e 

explicitly seen in ragiskelesi. 

On the.ether hand, similarity ef size concept of free cempetitio 

is distorted on a larger scale in Edremit elive eil 'actories in 

comparisen with 1stsabul whelellaler shops. "It ctm be concluded 

that volume and capacity ef the typical wholesalerl in Iitanbul is 

are unci' a toni in .ellle trtLnsactioll en the average.' ,46 'rhis amount 

for the producer, wile carries en a larger volume business, caD vary 

between 5 te hundreds of toni of merchandile at anyone time. 

CHANGING MElrIBERSHIPI Anotber habre of a freely competi tin 

market. is changing membershiy and free entry. 1111 I stanbul, rapid 

drep-eut ud,new entries in cennection with the olive eil business 

at the wllelesale level can be noted 0111 adynamic scale. This means 

tha.t tne market at this level is more flexible tn·>I1 that at the 

producer's level. The reason is tnat capital, entrepneurship, and 

geographical requirements te start the olive oil business as a 

Wholesaler are less than to start as a producer. Capital and 

entrepneurial necessities are analyzed under tneir own headings. A 

to the geographical requirement, it is enough to say that aD olive 

oil wholesaler can be located .. t any place. However the producer 

as to be centralize. ill the elive regions where the industry ill 

lecated. 

Under these circumstances, new entries .~·business failures 

~4:6~/~Q~u~0~t~e:d~f~r:o:m~A~hm:;e~t~Ak~d:a~g~,~I:st::~~bu~I~ __________ ::::::::::::::~1 I 
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• 11m ... olive oil wholesalers in Ist_bul &Jre' app,roximately 10 :percen 

while this figure is definitely much less among olive oil producers 

in Edremit., a.ad Ayvahk •• ,47 (Figures are on an annual basis.) 

So it is concluded that changing membership is more of a characteri t c 

ef whelesalers than producers of the olive oil business. 

2. Facters Rest,raillB Competition: 

CAPITAL: Capital is the main factor restraiag <romp,eUtioa, by 

acting as a limiting factor. Capital requirements of a producer 

are mucll higher than a wholesaler, since the former has larger 

fixed capital requirements t. start business. Also the werkiag 

capital requirements are les s, siiace the wllolesaler operate. at a 

smaller volume. The followiag figure. givea by At1f Erke show 

the cap,ital requirement of an a.erage Istanbul wholesaler t. 

get iato the olive oil business:: 

Fixed Capital requiremeDt •••• 50,000 TL 
WC)Jiting Capital requirement ••• 40,000 TL 
Other outlays required • • • • • 10 ,000 TL 

• • • • • • • • • •••• 100,000 TL 

Cempa170d to the capital requirement of half a 
million or even more than a tIIillion TL of the 
producer (tabu4§ted before), a wide dHference 
can be marked. 

So capital is a smaller factor restraing comp'lItition in wholesaler' 

arket, i.~c •• parisolll with the producer's market. 

ECONOMIES OF SCALE: It, .as argued that economies of scale act 

as one factor restraing competition in wholesaler's market. It 

W. Quo1,ed from .r'aruk Serpil, Istaabul I I 
48/ Quoted fremAt1f Erke, Edremit - . 
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11' lIS 'argued that. there is an optimum size tor an olive oil tactory 

operat.ed by the producer. This conceFt "sets a lower limit t.o 

size" since the firm can aot consist.. ot less than one plant' ,49 

wh08e cost and volume (as demonstr·at.ed) is considerable in 

comparison ta the wl101esaler's sl1op. 

Econamies at aeale are unimpertant. in t.he wholesale business 

which aperates with smaller vo1:ume. 100 kg. ot merchandise might 

as well suffice to start the business. Theretore, this factor 

dee., _t. re8.train compet.it.ion at the wholesaler's level. 

ENTREPNEURSHIP: As argued in t.he last. section of this chap.er, 

entrepneurial skills nee:essary t.o cendu.t an olive oil product.ion 

busibess exceed those required to conduct. a wI101 .. :ale business. 

Se eat.repneurabip facter cioes not. restrict cempetit.ion at. the 

wllilesaler's level, alt.hough it doea at t.he producer's level. 

UNINFORMED M flRKET: Olive ·oil market. in general is argued t.o 

be somewllat an uninformed market. This factor acts as a factor 

restraiag comP'8t.it.ioD at both t.he producers and the wholesaler's 

levels. ':£his subject will be analyzed in the next part. of the 

chapter. 

In conclusictll, proiucer' 8 market. is 80mewhat. les8 compet.it.ive 

t.han t.he wholesaler's market.; because ot t.he fact.ors of tree 

~ 'tibor'SeHevsky, W'flltare"'hd.' Climpet.it-ieD 'Litnden:llniversity 

L-__ p_r_e __ ~'_1_96_4~)~P~. __ 33_1_.------------~::::::::::::::::::~1 I 
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competitien, both in ravar and against it. On a comparative 

PAGs6.6 

b asia (1) cempetitive spirit, (2) large numbers, (3) similarity 

of size, (4) changing membership;. ad smaller requirements of 

(5) capital, (6) economies of scale', (7) entrepneurship render 

the wholesalers' market mare campetitive than the producers' 

market. Iu the latter, (1) competitive spirit, (2) large numbers, 

(3) similarity of size, (4) changing membership are found t. be Ie a, 
ani (5) capital, (6) ecanamies of scale, (7) entrepneilrship 

requirements are higher than thou; for the former. The who Ie 

analysis is made on a comparative b·asis; the last factor in this 

list -taat is (8) uninformed market- is a characteristic of the 

whole market, sad restrains' competion to some exte~t in the who~e 

market. This comple1Z111s the analysis of the producer's and 

wholesaler's markets in c.mp~tition. 
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Market, Rlfh,tianship' afPreducer and \l'hehsaler in Merchandising 

Market relatianshilJ!' af aUve eil preducer and wholesaler can be 

altalyzed ia the framewerk af a quite uDinfermed market, th,.t, the 

whale alive ail market, is. As the last factor restrliin8Dg 

camp'etitian -at bath market levels- uJillinfermed market has five 

features a.E argued b;y Tiber Scitavsky: 

1. Lack af Preduct Variatia. 
2. Aldvertising 
3. Price as an Inilex ef Quality 
4. Price Discriminil.tions 
5. Quantitative Price Discriminatians. 50 

Eacb will be analyzed in turn ta shaw the degree af ignorance af 

the buyer (cal'1sumer)' im the alive ail market.; and implicatieDS an 

merchandisimg will be ,.ilttedi aut. 

l. Lack of Product Variatien: 

Lack ef preduct differentiatien, er merchandising a standardize 

p'redllct, is ene characteristic ef an uninfermed market and the 

elive pil market,. All the elive eil preducers and wholesalers 

merchandise ane sell the same basic cemmadity (alive ail) standard z d 

-as discus sid in the secand chapter~ as ta quality. 

"Lack af variety in the ignorant. buyers' t,astes aceaunt.s 

far the similarit~ af the p'raducts campeting il'1 the uninformed 

m urket. ,. 51 In' the elive ail market, preduct differentiation is 

limi ted ta standards clese ta each other (as seen in the Fead 

Products 1;11.11'). Furthermare, the lack e f vari ety aIL consumers' 

tastes -as to quality and differentiation- simplifies the functian 
§OQ/ Tiber .,citovsky, Welfare and Competition (Londen:university 

Press,lU64) pp. 398-413. 
5Ij Ibid. 1'). 398 
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of producers anCII. wholesalers b~ merchandising. 

PAGEb~ 

Product differelltia i D 

is extremely limited illt a narrow range becauBe of the nature of the 

commodity, although it iaa be stlaDdardized to a certain quality. 

Yet illl general, the comsurner i8 unaware of this 
! 

slight differentiatioD 

and st_dardizatioll. So, oae caa talk of lack of product variation 

ia the olive on market. 

2~ Advertising: 

COJUlideriJlig the limited annual productioD of oliTe oil and the 

lack of effective storage policies, aCIlvertising in this business 

aims to expand the market share rather th.an the market itself. Thi 

i8 aD. import au.t Ie eture of the iJlLdustry which in essence limits the 

expansion of the markets. In general, olive oil producers are net 

great advertisers at all; this is .omewhat true for the wholesalers 

too. Yet ill the recelillt period, the volume of advertising increaBed. 

"The Bcope of advertising depends en the ignorRnce of the peoFl 

to whom it 

relies on 

is aCIlkeslied~ The more ignor "nt the buyer, the more he 

advertising!;~aSo this can give an idea of the delree of 

ignor !lace of the olive oil market; where it c an be concluded that 

the market is neither too ignorallt, nor equipp,ed with full 

iD.formatio •• (Exact figures on the volume of advertising by olive 

oil sellers are at available; but autnorities claim that olive 

oil sellers'~. occupy a middle row among the total advertisers.) 

Under these conditiiolls, "it is the seller's interest, rathel!' than 

52/ Ibid. p. 401 

, 

I 
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to bolp the buyers make rational comparisells, to prevent this.' .53 

So what tlley de is to give inadequate and general inform&.tion in 

the advertisement.s;, oliye oil sellers off..r>'l10 information about 

the elLact oatur .. , quality, and. reasons ef superiority ef their 

prod.uct, OR logic al greuu.cb. 

In the advertisements what is seen or heard' is such broad sloga 

as; "bigh.r quality", "betoter quality", "delicious"" "pure", 

, • superior" etc. Tbey .. cap" to give full information about the 

character or their prodUlct., which is not much different from other 

products ill: esselLCe. So their advertisemeDts are non-informative 

and rather general ill order not, to restrict their market. This 

obyiously iis &Dother e...-id.eace abeut the degree or ign .. rance of the 

oliye eil market .. 

3. Price as an indelL of Quality: 

Censidering thall;, the typical consUDler is an uninf9rmed buyer 

of olive oil to some exte.t., he (er she) is inclined te evaluat. 

the commodity t .. purchase in terms ef certain symbols like tradema 

reputatie., prices etc. Brands merchandised ~nd promoted with 

higher price are accept.d -rightly or wrongly- as superior in the 

market. • 'T,. word ~ensive) has come 1'.0 stand as much for high 

quality as f .. r high cost' .5is is the case with a number of brands. 

IJill cOlltrast t. this, lower priced .ils are attributed cheap 

characteristics. 

53; Ibid. P'- 402 
L_~54 __ I_b_id_' __ P. __ 40_4 __________________________________ ~1 I 
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19Boraace oa p-art of the buyer calli be eltp'ressed b!f the fact 

that he (or she) is u.aware of the meaning of the word "coupe", 

attributiag it. t. some nigh quality. So Ube consumer regards the 

"ric,1t of oliyl!' oi. as an index or qU'J..1ity ot' tne commodity about 

which be (or she) is; ];tot fully iaformed, having access to no other 

rllasoRable criterio.. This is, another characteristic of an 

uniafoDlled market,. 

4. Price Discriminatio.s; 

Another feature of alll ullI!iltformed market is p'rice discriminatien 

Likewise ilt the olive oil market, stIIIle quality olive oils are sold 

at different priiee's, because or the reasons cited in the third 

ehapte:r on mercbandisiag. ~is price discriminatioll. takes a numbe 

or forms; 

1. tackagimg dirfereDces '-oils canned or sold .P'e. 
may be identical but witn dirferent v'rices. 

2. Geographical l"rice differences -especially in 
case of open olive oils WHere prices are adju~ed 
flexibly conside,ring the retailers and consumers 
in questioa. 

I. Goodwill price discriminations-o~ certain brands 
of Edremit, Ayva11k, Burnaniye, Izmir regions. 

4. Ot·ller formal alld intormal pricl! discriminatioDs 
b,etween produ~r and ... nolesaler or wholes"ler 
aDd retailer. 

Co.sic1ieriJlg that "the greatest s,eope fer price discriminatio. i 

i., the uninformed market' ,56, it might be supported that tnere 

are a lot or price discDiminations in the olive' oil market. too. 

This is another illdicator of the uMD·rormed .... ture of the market. 

QUo ted from At1 f Erke, Edremi t. 
Tiber Scitovsky, Welrare and Competitio. 
Press,1964) p. 406. 

(London;Universi ty 
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5. QU8J!ljtitat.in Price Discriminat.ions: 

Quantit..ative price diseriminat.ions are also not.ed in the oliTe 

oil market, Tlliere difforent. per unit. p,ricos are est.ablished ea 

elli.ttl'r_\ uaits er qualltitieIJ ot t.he cemmedit.y seld. In ether 

Terels,. bet.h at the precil!ucer's and t.he Thelesaler's leTels, it 

larger quaatitieIJ ef elive oils are beught er seld, leTer per 

unit prices can be . ebt.aiilltc1\: Tbis is net a rare ?rocedure in 

merchandising ef olive oil; and obviously qUBDtitative price 

disc:riminatio .. s ef any t'3Pf are characteristics ef an uainfe_eel 

market. 

This analysis reveals that the oliTe eil market is a someThat 

uDinfermed market,. Here it must b,e pinted out that. it can not be 

sUP'Ponted that, this is a complet.e ecenomic model in abstractien; 

but ollly semte characteristics and tendencies c IlIl be talked ef. 

This is also true fer the Thele aaalysis.Alse, producer's market. 

is net a maQel ef imperfect er eligopolistic cempetitioa, ner is 

whelesaler's market a model of free competi tiOD. Only some 

elemeD.ts and feat.ures of theae can be t.alked of iDthe analysis. 

So it has baD shewn t.hat merchandising of olive oil by the 

producer is carried through a lea s compet.i tive framework than 

merchandisiDg by wholesalers. The common characteristic of both 

market. levels is an uninformed market to a certain extent., as a 

factor restricting competitiG. semeThat. 

I 
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Yarket relationsbi" of the producer and the wholesaler in 

merchandising bas to be visualizod tbrough this organization. 

In this relationship, the wholesaler is the one who has to rely 

o. the producer ill any caso to supply the merchandise. 'That means 

that the "roducers have control on the supll'ly of mercltlandise. 

Argumellt of an authority n. this subject is 'as follows: 

"Unlike the position of tbe wholesaler, the 
"roducer bas access to a variety and number of 
alte~atives of Wholesalers !nd middlemen to sell 
his vroduct to. The Wholesaler, on the ottber nand, 
relies upon limited number of regional producers 
in marketing and merchandising. T,llis shows that 
the producer has an influence upon the wholesaler 
in mercn8ndising of olive oil. 

Nevertheless, it is the whiiihesaler WhO is influential 
upon the rest of the m<1rketing Channel, namely other 
middlemen (if any), retailers, ana ultimate consumers. 
As f:.r as merchAndising is concprned, tUl.S nolds true 
for "roduct policies and prac~l.ces, prices, promotional 
techniques, and market pll!-ee. 

So up' to the wholesaler's level p,roducer pI")'s the 
dominant role witb a louder voice. From then on, the 
.ole of the wholesaler is dominant. His influences 
up,on rest of the ch"llnel might be in terms of demand 
and suppLy of mereh"ndise, advertisements, prices 
quoted Rnd t9'l1lS of sales, credit p.oliciee, colleetions, 
packaging, displa!7arrangements, stocking and 
tran.sportation.' , 

So it might be argued tbat merchandising p'roblem of the 

wholesaler is getting to be mere significant in the whole phenome 

In aggregate, it might be said th'Lt the role of the wholesaler in 

merch andising i. a bigger ene; that he influences a longer portio 

of the m arluting Chain. But it must also be remembered that most 

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

57/ Queted hem At1f Erko, Edremit I I 
L-______ --------~ 
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producer. In. any case this seems to be normal' t.'.' a certain ext 11 

4D'theory".5.liiIIIl practit:lt-, in the subject of R1ercll/1.ndising. 

N.w, comp-enents of merchandising (p,roduct. _ prices _ promotions 

market organization) will b~ analyzed in context. ot market 

relationsbip ot prociucer and wholesaler. 

I. Product. 

CODsidering standardization, gradiing, packaging, qualit.y, 

hrandiDg, a.ad: i_ent·ory management in relation with the product., 

wholesaler's role seems te be a greater one than the producer's. 

BrandiDg may b. the most important tunctio. ot this subject that 

is closely related to all t,he componeu.ts ef the product listed. 

'I'be iu.creasing role ot the wholesaler is expressed as tollows: 

"More ad more, merchandising in relation with 
t,he product is transferred to the Wholesaler as a 
m arllteting function. So he has to consider the retailer 
and the consumer in his merchandising llolicies since 
be is closer to them both in the m,;rket place And in 
the marketing CllA.in, in comparison with tlle producer. 
The widest known olive oil brands today are such 
wholesaler brands who do not necessarily Jrroduce their 
product. 

Most of the olive oil produc&r firms are willing to 
t.ransfer such merchandising t"sks to the wholesa.lers 
Oil a contractual or informal basis. It can be seen 
tha.t t~le merchandising problem of the wholesaler in 
reIatiSII with the product is getting to be a larger 
onl •• , 

In this subject, various serts ot commercia.l agreements are commo 

between the Edremit-Ayva11k producers and Ist&nbul wholesalers 

W QUilted from Faruk Serpil, Istanbul I 
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r.r purp.ses .r a m.re c .... perattve and c.-.rdinltted merchandising. 

Hoye."er there are also pToducers and yholesalers YD. prefer to 

.perate m.re indepeJlldently. 

2. Prices. 

Excluding the t.pic .1' "pricing" fr.m the analysis .1' 

merchandising relatiollos, a survey .1' the .live oil prices (sheyn 

i. cha.-er ty. and the Appendix) reveals that p'rices of pr.ducers 

ar1! very influeat·ial U]llOIill the. rest .1' the ch ... nnel as floor prices. 

M.re specific:al;tT, pr.ducer prices all'e d.minant at the yholesale , 
Ile."el; but fr.m this level en, Yhole.ale prices in the' 'b.urses" 

bec.me d.mina •• 11.1 II. balic p.ric:e .1' the cemm.dity in questi.n. 

O.e authority •• this subject argues that: 

"fer the first place, olive oil is a costly 
c.mmodity t. produce. When various m«rgins Of 
middlemen are ,~ded to this, in marketing and 
merchandising, the p-roduct becomes an expensive 
commodity in tue eyes of the consuming public. 
Although exact cost in'ormationsare lacking, in 
general, is can be said that wholestLler m, •. rgins 
are lower t·han producer marginl -since the former 
more relies •• ,tur.a ••• r -&114 tho latter who depends 
upon margin have tWb different issues. Lower limits 
.1' commen margins, .lI\igbt be 5 l',ercent for the wholesder 
aDd 10 percent for tile producer. Upper limits may 
be 25 and 30 percent respectively. 

In this subject of olive oil prices, nth the 
producer and the wholesaler a!"e inclined to accuse . 
each other for being speculat1ve. The general publ1c, 
OD the other hand is inclined te accuse the producer 
fer rising p'rice ievel of Boive eil.These accusatiens 
can be partly justified." 

In a.ay pric:e &11-&lysis .r .UTe .il, it is necessary t. c.nside 

59/ Quoted fr.m Ahmet Akdal!, IahaDul I I 
L-----~------~~ 
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the aoa-economic· factors that get iato the picture, apart from 

a pure aaalysis of Bupply md' demand. 

3. PromotioBs. 

Co.sidering that the task of merchandisiag of the 'tI'holeBa18r 

is g8tti_g to be a hea ... ier burden, most Bales premotions are 

beiag made vractically by him. Due to the less competitive 

nature of the market at the producers' llevel in comFarison 'tI'ith 

the more competitiiYe market of t,he 'tI'holesaler, the fermer party 

might b:e reluotamt to get im,o large l1'romotional outlays. 

Demaad and suppliy situation o! olive oil favors sneh behavior 

too. 

ht Is1laabul, more p11'omotioaal attemptB and 1"ractices are noted 

at the 'tI'bolesalers' level. In aay case, financial pe'tl'er of the 

,firm is an im~rtant determin8.lll\t o! the extent o! sales promotions. 

COIl,tract.ual relationships may exist bet,'tI'een p,roducer and 'tI'holesaler 

to 1"l"o.ete sales m d busil!leBB, ia this case attemts are 

.rganiz'.a. ~I illl.. co-operatio.. SilC:b co-operation is not absent, 

side by side 'tI'i tb iDdi vidual large p·romotional c ampaignB on paDt 

of some olive oil firm.. It is Been or heard that certain olive 

oil brands are highly advertised. 

4,. M.arket Organizatioa. 

Ia 1>he market plaoo 1"010. of producers and 'tI'holesalera ia 

merchandising are elistinct in some p'hases and similar sad 

L-__ ------~====~'I 
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.... erla-pping illi some .ther asp-ect.s. hi arket. relationshil' 0 f 

preducer and: Yh.lesaler is a very close one .el' mut.ual dependence. 

The m •• 1II; pop.uIar ana knllYD. fum or marketing chain (as de.cribed 

ia t.his st.udy) ia tliyo oil region producer -t.o- Yholesaler in 

some ot.her locatioa -t.o- retailer -to- co.sumer. In this process, 

producer alao act.a as the firstt Yholesaler, since be sell. ia bulk 

AlJso there are aumeroua other market organizations and chains 

iu practice, apart frem the classical organization ci t.ed. Al tboug 

these are fouM lesseeeurring in,sarketing and merchandising of 

olive oil, they migbt as yell be menti,onea here: 

(1) Small processor -to- Yholesa~era -to- retailera - to -

consumers. 

(2) Producer -to- large ret.<liler. -t.o- consumera. 

(3) Small processor -t.o-·preducer -t.o- Yholeaalers -t.o- c.nsume s. 

(4) Producer -t.o-Yholesalers 440- consumers. 

In this process, small pr.cessor is the small olive oil p·nducer 

yho does net 0_ a plant.; and the Yholesa.ler is either an agent 

and distributor .. r an inilependent Yholesalet, as described in the 

Introduction. Producer means the large olive oil producer operati 

,a factory, acting as a first yhilesaler. 

I. general, in merchandising of olive oil the stronger party 

is alyays more il!lluential o. tt,e rest of the chAnnol. Usually this 

is the producer;. though role of the Yholesaler iD merchandising is 

a larger one. Both parties have unique aad common merchandising , 
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problems that they tackle together or independently. Yet in any 

case, mercfundisiDg or olive oil by producer and Wholesaler is 

interrelated i. maRY respects. 

Fi.ally, it caD be stated th·;.t the olive oil m<J.rket at the 

wholesale lev-el seems to be a more dynamic one than the producer I s 

level whicb seems more static; sice the tormer loS more cump"t .. tlv .. 

in. compariso. with the latter as snown in tnis cnapter. l'his 

closes the &lIIalysis of market relation or producer and wholesaler 

i. context or Aa'alysis i. Cempeti tion. 
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CON C L U S ION S AND RECOMMENDATIONS 

Some coaclusio.s and recommendations can be arriv~d at, after 

~o description, analysis, and comparison of merchandising of 

olive oil by producer and Wholesaler. These are related t. the 

product, prices, promotions, and market orgaaizatien as cempenen.s 

of merchandising. Finally, there will be a total evaluation. 

Preduct: 

1. Production and Marketing of tllive Oil by the Producer. 

Production or olive oil in Turkey is generll.lly old faShioned in 

technongy, metboda, organization,. and management. Hence it is 

possible to S}J'8ak of a traditional olive oil industry,. with some 

limiteli competition. Production and marketing costs are claimed 

to be high, although no cost account,i.g system is ]!I'racticed to 

break dowll total costs into variable and fixed items with certain 

standards establisbed. Modern technology, equipment, and methods 

should be applied to the industry in a modern industrial 

administration. Increased competit,ion can be a stimulus towards 

this dir'ec·tfon. Als. for a souD.d cost, control (and price control) 

managerial accountiag, that is cost accounting, should be applied. 

This would mean major changes in total attitutes or olive oil 

producers. 

L-__ -------=====~II 
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'or t.ho preselLt,. t.here is JlO major guarant.ee ot qUB,lit.y maint.ain d 

for t.he consumers ill the .arket.. This would call tor a bett.er 

syst.em ot reglliatiio. t.o be es,tablished on part. ot t.he ceBtral 

authorit.ies, aBd goy_amelllt.. Ditterentiation ot pure and natural, 

mixed, and refiaed olive oils should be practically definit.e and 

properly st.andardized and graded. Ille~l mixiag practices should 

be held uueler strict celltrol. Fur1mermore qualities ot oils must. 

be also contrellod,. especially in case ot open olive oillr .0 that. 

the ult.imate consumer is protected agailllst dishonesty. Producers 

and wholesalers should keep illl miJld the prestige of this business 

in this pe~iod wbea the COJlsumer is seriously doubtful about it.. 

3. Packaging. 

Leaving aside the olive oils seld open, p,ackaging increases 

cost.. and priCes of olive oils a let. ThiB is especially true 

tor smaller canl,. WaYIl should be looked for to solYe the packagin 

problem of merchandisiBg, both illl faYor of t.he Seller and t.he 

buyer. Also p'acka.ging functioll has to be imp,reYed at both the 

producer' a and: the wholesaler' a levela fer a better prod:\lct 

,guarantee in merchandising. 

4. BJrlmding. 

Consumer loyalty and faith is only built around those brands 

that do an honest job in merchandising. It is customary to see 
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brand images change over time, with only some trademarks surviving 

in t,he Long-rulil. 'rherehre a better branding policy, including 

all the aspects or merch,;ndising, should be fonowed by the 

"reducer and the wholesaler. Again appropriate regula1;ion and 

control should be established in the market Oil p'art of' the 

government, to s~eguard consumers on one hand; and legal 

comp,etition on the other. 

5. Illventories. 

IDVentory management in the olive oil business is a 

challengieg area, considering demestic p,roduction and imports 

versus censumption and exports ef eils. Though demand and sUJl'Ply 

picture is disterted in the olive eil market, no serieus 

stecking policy is adopted. Scie .. t,ific management and sound 

inventory managemellt should be applied to tllis area. Since this 

is the critical variable in merchPndising, til' government and 

Bellers sneuld make uund predictions er fluct,uations and 

s"eculations in tne olive oil market. 

Prices: 

Ii. Producer's Level. 

O]ive eil ia an expensive commodity altheugn a basic 

consmner geod. High price. stan from tho "roducer's: level sad 

keev illlcreasing up te the cOlilsumer' a level. Consequently, te 

cotrol costs and p1l"ices aad to guard against periedic flua'tuations 

L-__ ---------===~II 
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is .De ta.sk t. be fUllfilled .1I p;art .r the pr.ducer. GGVerBIDent 

interference sh.dd n.~ disc.urage the Glive oil pr.ducer; but 

the ... b.le a.ttit,ute in t.his, area sbould be improved. This is 

a hot issue as far a.s all spea~lative t.end.encies ar'e concerned. 

7. Wholesa]er's Level. 

Wholesaler margins still push price levels up. At t.his level 

teo, effective centrol is required in t.he market. against. inst,ab11i 

&llldi speculati.n. Cent.rol or the market. mechanism can be 

more effective by impreving t.he compet.itive atmospbere t. .... ar,ds 

a mere free comjll'M;ition. In ~ case, barmful anel uneeenomic 

measure. and, int.&rve_ti.n or goverment. eugb'\; te be steJP1led; 

price mecbmism must. b'e c.ntrelled but not p'layed ... ith 1..0 much. 

8. Price Analysis. 

Imperts, anel exprts .r oih should. be carefully planned and 

regulated, ill contrast. ... i th t.he present. si t.uation. Unfott.unate 

erfects of these .n the .live oil market .n demand Gd supply 

mechanism sheuld be kept in mind and thus prevented. M e&sures 

against instability (like an efficient. product.ien, import.s­

exp,.r"s, st.rage, ani market.im.g pelicie.) should be t.akea like fa 

ether olive oil pre&uoi~'- eeuntrie •• 

'rem.ti.B'S: 

9. Ad.vertisiug by Pr.ducer • 
• 

Adve1:tisements .f .li ve .il p:r.d.ucers, as "'0'11 as ... b.lesa.lers, 

I~----------------~II 
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ar. i.cr. asiag ia ithe marke~. In the future, mer. sephisticat.d 

typ •• ef c;ampaigJtS can b. expected. Busilloes smen, therefere, 

sheuid find eut ... ays and mea.s te regulate eli"e eil advertisillg. 

Preper central ceatrels might as ... ell be mll4le te p" ...... t dishenest 

a.c1!ve rt is iag. 

10. Advertising by Whelesaler. 

Mere advertising is .eted at this level ia mere cempetitien. 

The same recemmelldation malie abeve can ahe held true at this 

IeTel alse. SiDce this is- a dYDamie: area ef merchandising,. 

adequate regulat,ren and ce.tnl (in farm .f s.lf-centrel and 

gevernm.\IIlt cea1.rel) sheuld be giveR emphasis. 

:n. Other Salles Premetiellls. 

Varieus JiIlew teels and metheds ef meClern lal.S premetiens can 

be practiced by the eli"e eil preducers and ... "elesalers illl 

merchancUsiag. Increased cemp·etitien is likely te result in a 

mere Clyaamic premetiellal milieu, ... bich is ... elceme. 

Market Organizatie.: 

12. Ce •• etitive and Substitute Olive Oils. 

SiRce campetitisn ef substitute viis have increased in the 

market,. 1!Il .... metheds sbeuld be searched f.r by olive eil preducer 

and ... hslesaler ill'merchandisilllg and marketillg. In this context 

defensive and! aggressive p1I'educt imp,revememts and developments 

can be censidlered, ia marketing mix and mercbandising s~,;rateb· 
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These will be related te the preduct, prices, prometions, and 

market erganizatien. 

13. M el!l)ba ndisil!8 Pelicies. 

M~.ehaDdising p,eliciea and practices et elive eil preducers 

and whalesalers, ill. general, Deed majer imprevements. 'This 

PAGE~3 

weuld require imprevements and revisiells tewards a new version 

at merchandising ill increased cempetitive market erganization. 

P:n.dJuet devel.epmeat must be the main theme at this. IIll cent •• *t 

te th' praseat situatiea, excess capacities can be utilized, 

diversifiicatio. schemes can be censidered, mere efficient distribu i. 

Channels caD. be searched fer, salesmanship techailues and metllods 

can be improved, ami new ideas can be constantly searched for. 

14. Market Preblems. 

Olive eil market has numereus preblems; and new enes are added 

te the list. Seme are shert-term and seme are leng-term problems 

i that must be solved. Apart frem what the l"reducers and wholesalers 

can de in this direction, there is another aspect of the phenomena. 

£his is what the government can do to improve the present situatien 

To selv. these problems, first the present production, marketing, 

and merchandising .f olive oil should. be fully studied and analyzed 

Then selutions can be se arched fer as remedy wi thin the framework 

of ~hl! general economy et the ceuntry. 

I 
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SiBce mercbandisillg is a ci;yaamic area ef me,rketing of elive 

eil, all necessarJr changes ought t.e be made in the legal frameworll~ 

The pres eat Cemmercial Law and Feed Products Law bas many 

shertcemiags and discrepeacies in this subject. Therefere 

periedic revisiells ef the· articles can be recemmended. Standards 

sbeuld be bette.r establishee, mere definite definitiens sheuld 

he made, a.ew articles s.b.euld be added, mere flexibility sheuld 

blP. builtin, Ir.egulatery articles sbeuld be establisbed fer centre] 

purpeses e*c. This aelds true fer both the the~ and applicatien 

ef the law as well. 

Filla 1 Evaluatieal' 

In mercfu.ndisiDg ef olive oil, differe~i atien-gradin ..... tandarc liz tiol 

of olive oils should be carefully controlled by the sup.pli~and 

the goverament. Preduct~on ef olive eil i. another subject 

government has te bandle, consideriDg the p,resent productilln and 

ceasumytioa si tuatien ia Turkey. 

Wholesaler'. market seem. to be more cempetitive thaa the 

producer's, ill term. ef facter. ef free cempetition. Al.o a 

certain degree ef ignorance prevails in the whole elive eil marke1 

By all mean. competit.ion must be encouragfcl, and pre.,1P.r consumer 

training must he established - •• that all bebave more ratioDally 

fer the benefits ef theecenemy: ef the country. 
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Ia general, in merchandising of olive oil, wholesaler's role 

-as bwer ani seller of the commodity- is a larger one than the 

producer'a-who is only the seller or the commodity. Wholesaler 

faces more problems of marketing and merchandiliing in more 

competi tio.. Producer, o. th.e other hand, rocuses o. production 

problems that the wholesaler ignore.. In geDeral, t.he Wholesaler 

-in his middle place in the marketing channel-bas to emphasize 

and focus on merchandising. Merchandising might be a harder 

job for him thalli the producer. 

Keeping illl mind the numerous problems encountered in merchandis n 

and marketiag of olive oil, the wholesaler is the one who must be 

more flexiblo and &YlILamic in his merchandising activities than 

the producer who is more oa the consarvative siie. Industrial, 

productio., and commodity aspe:ct.s of the phenomena render the 

condli tions what they are, for the "roducer. 

That. is why it ia argued that more dominant in merchandising 

-alt.hough the "reducer has a lot t.o say on this subj ect" consid'rin 

the sup~ly and demand, nature or the comm04i ty, and compotition- i 

tbe "holesaler~ .. i In marketing of olive oil" producer has certain 

advantages ill these~,res.,ects; but the problem of the production 

precess does .ot render the coniitiens teo favorable for him. 

Since the wholesaler does not face sucll production problems, it 

iis hard to argue that either "arty is better o. in this business. 

Yet in general, it can be said that the producer is more supply 
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erieat.ed wbile t,be wb~lesaler is mere demand erient.ed in 

merchandising ef olive eil. 

In general, p'roducer's behavier is not necessarily a maximizing 

e •• ; wholesaler's beb,avior cemes mere clese t.e t.his attit.ute altho 

his margins are mere .arrew t.han these et the preducer. It sbeuld 

IiHt mentie.ed that in all tll,e ecenomic analysis -the market" 

cempetitio., behaviors et.c.- it is difficult te ceme te rigid 

cenclusious ef a precise nature. Yet. it. can be argued that 

tradi tienal satisficiDg attitut.es ar'e more net.ed at the producer's 

level in comparise. te the whelesaler' •• 

As a solution te the problems of merchandising in the olive oil 

aarket il'l Turkey, the critical prerequisite is a moral one. Namely 

~his is the improvement ef the business, commerce, and ''',petitive 

spirit. and attitutes. Tbis calls fer a change in the bebatl:ior ef 

~he olive oil p'rodacers and wbelesalers that can only ceme about 

rith impreved ecenemic, .ecial, legal, and cultural cenditions et 

~he ceuntry tewards mere stability. Increased competition is alse 

~ efficient incentive tewards these geals; illegal cempetition .t 

UIiY sort must be elliminat6cl. 

Finally, te selve the :problems ef MERCH!'.NDISING OF OLIVE OIL -

BY PRODUCERL AND WHOLESALER developments in the eeenomic, socbl, 

legal, cultural, and moral levelti weuLd be the gen,eral recommendati n 

'Lt_o_b_e_t_:r_a_n_S .. f_e_r_r_e .. d_ .. f_r_e_m_t_h .. e .. e_r_y_, t_e __ p_T .. a_C .. t~i:c:e:, :t.:h::JrO:u:g:h:t:i:m:e:·::::::~1 I 



THESIS 
IlOBERT cou.EGE GRADUATE SCHOOL 

BEBEK. iSTANBUL PAGE 

L-----------~==~II 

\ .. 



APPENDIX 



LIS 'r o F THE TABLES 

1. Vegetable Oils Consumption in Turkey 

2. Vegetable Oils Production in T"rkey -
According to various Sources 

3. Vegetable Oils Production in l'urkey 

4. Olive 'l'rees and Olive oil Factories in ~urkey 

5. Olive oil Production in. 'rurkey -
According to vArious Sources 

6. Wholesale Average J:'rices of vegetable oils in 
Ist3.nbul Bourse. 

7. Vegetable oils Prices in Const~nt Terms. 

8. Number of Olive Trees, Production of Olives, and 
Productivity of Olive Trees 

Note: Source is Dr. Melih l'Umer who has derived tlce information 
from Yf)Tious sources: Devlet Pl&nlamf' l'e§lcil"tJ., .~'ood snd 
Agriculture Org;·'.nize.tion, IG~~;E, ,~urlm .:3i:;[~anll[!,l, ;S[l-i t L'ahsin 
'l'ekeli, U.::i. lJeTli·rtment of }'i~riculture; and various perilodicals 
of DIE, IGE~lJj:, Tic[1ret Bal(anl:tih, IUM. 



1951 

Production 75.8 
Imports 
TOTAL 75.8 
Exports 3.4 
Consumption72.4 
Per Capita 
Consumption 3.4 
(kg) 

VEGETABLE OILS CONSUMPTION IN TURKEY 
( 000 '1'ons ) 

1952 1953 ~ 1955 1956 1957 

I 26.3 89.3 15I.7 !I6.3 157.9 IIO.4 
1.9 I 2. 5 13.8 

126.3 9I.2 15I.7 128.8 157.9 124.2 
0.3 1.2 

126.0 90.0 I5I.7 128.8 157.9 124.2 

5.7 3.9 6.5 5.4 6.4 4.9 

1958 1959 

172.4 143.6 
46.2 66.0 

218.9 209.6 

218.9 209.6 

8.4 7.S 

--------------------------
1960 !.Q§l Hl62 illi 

Production 161.0 205.0 143.8 
Imports 36.9 49.8 76.8 
TO '1' .AL 197.9 205.0 193.6 
Exports 0.3 26.5 14.2 
ConsumptionI97.9 204.7 167.1 
Per Cn,pi ta 
Consumption 7.1 7.2 5.7 
(kg) 
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VEGE'rABLE OILS PRODUCTION IN TURKEY 
ACCORDING 'fO VARIOUS SOURCES 

( 000 Tons ) 

~ 1952 1853 ~ 1955 1956 1957 1958 1959 

T 76 
EME 
velopment 
an 
63 Program 
64 l:'rogram 
65 Program 
ILEVER 
rket for Fats 
dOil 

126 

• Mahir C;:olakoglu 

89 152 lI6 157 
151 

88 
101 

151 
156 

154 
133 

172.5 143.6 

- - - - - - - -"- - - - - - - - - - - - - - - - - - -
1960 1961 ~ ~ 

r 147 
EME 147 163 120 
velopment 
an 164.6 174.4 
63 Progra.m 174.4 
04 ProgrRm 197.0 134.0 171.9 
ob Progra.m 134.0 174.0 
ILEV]1R II9.5 
rket for FA.ts 
d Oil 15S 205 143 
• Mahir C;:olakoi~l u 

161.0 202 



1951 

Olive oil 38.8 
Cottonseed 
oil 14 
Sunflowerseed 
oil 16 
Others 7 
rOTAL 75.8 

PRODUCTION OF VEGE'rABLE OILS IN 'fUmmy 
( 000 Tons) 

1952 1953 li§i 1955 1056 1957 1958 

66.3 44.0 83.2 40.8 89.5 43.2 90.0 

37 25 29 32 34 30 37 

14 14 25 35 2I.4 18 21.5 
9 6.3 14.5 8.5 13 19.2 24.2 

126.3 89.3 I5I.7 II6.3 157.9 IIO.4 172.7 

1959 

66.0 

36 

24.3 
17.3 
143.6 

---------------------------
1960 1961 1962 1963 

Olive oil 79.0 IIS.5 56.3 90.0 
Cottonseed 
oil 34 45 53.5 54 
Sunflowerseed 
oil 26.2 2I.9 13.5 II.6 
Others 21.8 18.9 20.5 
TOTAL 161.0 205.3 143.8 
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OLIVE TREES AND OLIVE OIL FACTOHIES IN 'rURKEY 
( Year 1960 ) 

Cities Number of Olive 'rrees Number of E'actories 

izmir Il, 561,227 155 
Bal1kesir 8,245,000 108 
AYd1n 9,644,000 86 
(; a.n ekk al e 2,954,550 67 
Manisa I,470,450 60 
Mugla 8,678,750 44 
Bursa. 4,950,915 39 
Gaziantep 3,784,500 13 
tgel 747,257 7 
1st anbul ~20,000 4 
Kocaeli . 400,250 3 
Ant alya. 574,II5 8 
Ha.tay 2,73I,970 2 
Tekirdag 60,000 I 
Ma.r 8.11 .200,000 -
Other Cities 643,026 

TO'fAL 54,845,000 592 



OLIVE OIL PRODUCrrON IN TUEK8Y 
ACCORDING TO VARIOUS SOURCES 

( 000 Tons ) 

1951 1952 1953 1954 1955 1956 

DPT 38.8 66.3 44 83.2 40.8 89.5 
IGEME • •• • •• • •• • •• • •• 89.5 
Development 
Plan • •• • •• • •• • •• • •• • •• 
1963 Program • •• • •• • •• · .. • •• • •• 
I9C4 Program • •• • •• • •• • •• • •• · .. 
UNILEVER • •• • •• • •• • •• • •• • •• 
Market for Fats 
a,nc1 Oil • •• • •• • •• • •• • • • • •• 
Mahir t; 0 1 ako gl 11 •• • • • • •• • •• • •• • •• 
PAD 49 39 65 41 71 56 
DIE 38.8 66.3 44.0 83.2 40.8 89.5 

- -- - -- - -- - -- - -- - --
1960 1961 1962 1963 

DPT 79.0 • •• • • • ••• 
IGEME 79.0 95.0 50.0 ••• 
Development 
Pla,n • •• • •• 80.0 85.2 
1963 Pro gr IllTI • •• • •• • •• 85.2 
1964 Program • •• lI9.5 56.4 90.0 
UNILEVER • •• • •• • •• 42.8 
Market for Fats 
and Oil 45.0 80.0 40.0 · ... 
Mahir t;ol ako~l 11 

79.0 IUI.5 • • • • • • 
FAO • •• • •• • • • • • • 
DIE 79.0 lI9.5 56.3 • •• 

1957 1958 1959 

43.0 90.0 66.0 
43.2 90.0 66.0 

• •• • •• • •• 
• •• • •• • •• 
• •• • •• • •• 
• •• • •• • •• 

• •• • •• • •• 
• •• 90.0 66.0 
84 52 • •• 
43.2 90.0 66.0 

- - - - -- - - -



Years 

1950 
1951 
1952 
1953 
1954 
1955 
1956 

·1957 
1958 
1959 
1960 
1961 
1962 
1963 

WHOLESALE AVERAGE PRICES OF VEGETABLE OILS 
IN IS'rAl'<BUL BOURSE 

Olive oil Cottonseed oil 

Kr~/kg index Kr~/kg Index 

212.00 100 142.30 100 
213.76 101 170.44 120 
202.41 95 164.32 lI5 

209.22 99 139.96 98 
278.39 131 216.72 152 
299.91 141 236.00 166 
434.43 205 269.94 190 
469.87 222 329.39 231 
484.16 228 306.72 215 
485.63 229 366.90 258 
505.9' 239 406.18 285 
535.48 252 420.99 295 
515.69 243 376.00 264 
683.32 322 509.33 357 

Sunflowerseed oil 

Jir~/kg Index 

150.00 100 
189.86 127 
168.12 lI2 
152.14 102 
223.43 149 
266.86 178 
275.26 184 
419.63 279 
403.60 269 
354.45 236 
389.90 260 
405.07 270 
420.44 280 
569.60 379 



WHrJLfS~LE AV&RAGE PR.IC.~S OF V£6E.TABLG" 
OILS IN l'?TANBLlL 130LlR.Si:: (OLIVE. Pf L) 

.. / 
/'-1 

-'­• 

, I I I 

11/)0 ,. 'iL 'i3 '1'( ')') 'i6 '51 S"tl 'j" 60 6( 6L 6~ 

Y£AK." 



Years 

1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
19G1 
1962 
1963 

VEGETABLE OILS PRICES IN CONSTANT TBRMS 

Deflation Index Uonstant ¥rices ( Kr~/kg ) 

Olive oil Uottonseed oil Sunfbnerseed 

93 227 152 161 
100 214 170 190 
103 196 159 163 
100 209 140 152 
109 255 199 205 
121 247 195 221 
165 263 164 167 
192 244 171 218 
208 232 147 H)4 
237 205 155 149 
231 219 176 168 
238 225 177 170 
269 191 140 156 
293 233 174 194 

Note: The deflation index is of Konjonktlir Dairesi, 
Ankara ( 1953 - 100 ) 



\/£6ETA BLE OilS PI(, (ES IN (ONS/7.1.rJT IERMS 

(OLIVE. OIL) 
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Years 

1951 
1952 
1953 
1954 
III 55 
1956 
1957 
1958 
1959 
1960 
1961 
1962 

NUMBER OF OLIVE TRESS, PRODUCrION OF OLIVES, AND 
PIl,ODUCTIVITY OI' OL1VEfRCES 

Number of olive Production of Prorlucti vi ty 
trees ( 000,000) olives (000 'fons) olive trees 

of 

(Kg olive/tree) 
35 227 6.4 
38 394 10.3 
39.7 254 6.4 
42 532 I.:!. 6 
44 :300 4.5 
46.6 539 1I.5 
47.6 226 4.7 
51.3 482 9.4 
53.7 402 7.5 

54.8 427 7.8 
58.6 689 II.7 
59.9 290 4.8 



NUM8~r( D~ C]LlIlf. TRff$ J PROV\K/ION OF OLiIlt:S I 

ANI) PR..o1)uCT/VITY of CliVE. TRE£S 
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