
 

Marketing of organic products: marketing function and market structure

Akgüngör S.

in

Nikolaidis A. (ed.), Baourakis G. (ed.), Isikli E. (ed.), Yercan M. (ed.). 
The market for organic products in the Mediterranean region

Chania : CIHEAM
Cahiers Options Méditerranéennes; n. 61

2003
pages 119-124

 

Article available on line / Article disponible en ligne à l’adresse :

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

http://om.ciheam.org/article.php?IDPDF=800156 

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

To cite th is article / Pour citer cet article

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

Akgüngör S. Marketing of organic products: marketing function and market structure.  In :

Nikolaidis A. (ed.), Baourakis G. (ed.), Isikli E. (ed.), Yercan M. (ed.). The market for organic products in

the Mediterranean region. Chania : CIHEAM, 2003. p. 119-124 (Cahiers Options Méditerranéennes; n.

61)

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

http://www.ciheam.org/
http://om.ciheam.org/

http://om.ciheam.org/article.php?IDPDF=800156
http://www.ciheam.org/
http://om.ciheam.org/


Cahiers Options Méditerranéennes � no 61 
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Structure 
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Işõk University, Istanbul, Turkey 

1. Marketing in the 21st Century 

Theȱ21stȱcenturyȱhasȱbroughtȱaboutȱmajorȱchallengesȱtoȱworldȱbusiness,ȱsuchȱasȱextremelyȱhighȱ
productivity,ȱ improvementȱ inȱ theȱ telecommunicationȱ technologies,ȱ internetȱ andȱ computers,ȱ
rapidȱgrowthȱofȱglobalȱ tradeȱandȱ theȱendȱofȱ theȱcoldȱwar.ȱSuchȱchangesȱcausedȱsomeȱseriousȱ
threatsȱasȱwell:ȱpoverty,ȱreligiousȱconflict,ȱenvironmentalȱdegradation,ȱandȱcorruption.ȱLeadersȱ
whoȱmustȱplotȱtheȱfunctionȱofȱtheirȱcompaniesȱareȱchallengedȱtoȱfindȱaȱpathȱthatȱmakesȱsense.ȱ
Changeȱisȱoccurringȱatȱanȱacceleratingȱrate.ȱMarketingȱmanagersȱandȱpolicyȱmakersȱshouldȱfoȬ
cusȱonȱmonitoringȱtheȱrapidlyȱchangingȱenvironmentȱandȱbeȱableȱtoȱanalyzeȱmajorȱmacroȬenviȬ
ronmentalȱtrendsȱthatȱaffectȱindustryȱperformance.ȱȱ

2. Structure-Conduct-Performance Paradigm 

TheȱstructureȬconductȬperformanceȱparadigmȱoffersȱaȱframeworkȱtoȱaidȱinȱcomprehendingȱtheȱ
industry�sȱ performanceȱ inȱ theȱ contextȱ ofȱ changingȱ environmentalȱ conditions.ȱ Theȱ paradigmȱ
suggestsȱthatȱbasicȱconditions,ȱsuchȱasȱdemandȱandȱtechnologyȱdetermineȱmarketȱstructure.ȱTheȱ
structureȱofȱtheȱmarketȱdeterminesȱtheȱconductȱofȱtheȱfirms,ȱwhichȱ inȱturnȱaffectsȱmarketȱperȬ
formance.ȱTheȱemphasisȱisȱonȱtheȱnatureȱofȱtheȱmarketȱandȱnotȱonȱtheȱfirmsȱwithinȱtheȱmarket.ȱ

Theȱstructureȱofȱaȱmarketȱisȱtheȱsetȱofȱconditionsȱandȱcharacteristicsȱthatȱdescribeȱandȱdefineȱtheȱ
marketȱtype.ȱToȱdescribeȱmarketȱstructure,ȱeconomistsȱconsiderȱtheȱnumberȱandȱsizeȱdistribuȬ
tionȱofȱfirms;ȱtheȱextentȱofȱproductȱdifferentiation;ȱtheȱeffectivenessȱofȱbarriersȱtoȱentry;ȱandȱtheȱ
degreeȱtoȱwhichȱtheȱindustryȱisȱverticallyȱintegrated.ȱ

Conductȱrefersȱtoȱtheȱbehavior,ȱpolicies,ȱandȱstrategiesȱusedȱbyȱtheȱfirmsȱinȱtheȱindustry.ȱToȱdeȬ
scribeȱ firms�ȱ conduct,ȱeconomistsȱ considerȱ theȱ strategiesȱusedȱbyȱ firmsȱasȱ theyȱaffectȱpricing;ȱ
production;ȱpromotion;ȱandȱdistributionȱ

Performanceȱ refersȱ toȱ theȱ economicȱ outcomesȱ thatȱ resultȱ fromȱ theȱmarketȱ structureȱ andȱ theȱ
firms�ȱ conduct.ȱ Toȱ evaluateȱ anȱ industry�sȱ performance,ȱ economistsȱ considerȱ allocationȱ effiȬ
ciency,ȱproductionȱefficiency,ȱequity,ȱandȱtechnologicalȱadvancement.ȱȱ

3. Analysis of the Turkish Organic Food Markets Using Structure-Conduct-
Performance Paradigm 

3.1. Structure 

Number of Products: 

Üȱ Theȱnumberȱofȱorganicallyȱproducedȱgoodsȱhasȱ increasedȱoverȱ time:ȱ8ȱproductsȱ inȱ1990ȱ
andȱ92ȱproductsȱ inȱ1999.ȱProductȱvarietyȱhasȱ increasedȱasȱwellȱandȱproductsȱareȱcategoȬ
rizedȱunderȱfoodȱandȱnonȱfoodȱitems.ȱ
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Product Differentiation: 

Üȱ OrganicȱagricultureȱallowsȱproducersȱtoȱengageȱinȱspecializedȱmarketsȱwhereȱthereȱareȱopȬ
portunitiesȱforȱmarketingȱvarietyȱofȱproducts.ȱ

Üȱ Importersȱinȱtheȱimportingȱcountryȱprovideȱfeedbackȱforȱproductȱspecificationȱandȱproductȱ
differentiationȱ(size,ȱcolor,ȱtaste,ȱlabeling).ȱ

Üȱ Differentiationȱvariables:ȱProduct,ȱservices,ȱpersonnel,ȱchannel,ȱimage.ȱ

Barriers to Entry: 

Üȱ Aȱmarket�sȱ attractivenessȱvariesȱwithȱ theȱheightȱofȱ itsȱ entryȱ andȱ exitȱbarriers.ȱTheȱmostȱ
attractiveȱsegmentȱisȱtheȱoneȱinȱwhichȱentryȱbarriersȱareȱhighȱandȱexitȱbarriersȱareȱlow.ȱȱ

Üȱ Entryȱbarriersȱareȱmoderatelyȱlowȱinȱorganicȱmarkets.ȱ

The degree to which the industry is vertically integrated: 

Üȱ Companiesȱfindȱitȱadvantageousȱtoȱintegrateȱbackwardȱorȱforward.ȱ

Üȱ Verticalȱ integrationȱ lowersȱ costs;ȱ theȱ companyȱ gainsȱ aȱ largerȱ shareȱ ofȱ theȱ valueȱ addedȱ
stream.ȱ

Üȱ Verticallyȱintegratedȱfirmsȱcanȱmanipulateȱpricesȱandȱcostsȱ

Üȱ Organicȱfoodȱmarket:ȱVerticallyȱintegratedȱproductionȱsystemȱ

3.2. Conduct 

Pricing: 

Üȱ Priceȱpremium:ȱVariesȱbetweenȱ5%Ȭ25%ȱwhenȱcomparedȱwithȱconventionalȱcounterparts.ȱ

Üȱ Productionȱcosts:ȱMajorityȱofȱcostsȱisȱdueȱtoȱconsultancyȱservicesȱandȱcertification.ȱ

Üȱȱ Theȱpriceȱpremiumȱmayȱnotȱbeȱasȱprofitableȱwhenȱcomparedȱ toȱconventionalȱproductionȱ
methods.ȱȱ

Labeling: 

Üȱ AccordingȱtoȱtheȱTurkishȱFoodȱCodex,ȱecologicalȱproductsȱshouldȱhaveȱtheȱfollowingȱinforȬ
mationȱonȱtheirȱlabel:ȱ

Üȱ Organicallyȱproducedȱfood/produceȱ

Üȱ Logoȱofȱtheȱcertificationȱissuingȱfirmȱ

Üȱ Certificateȱserialȱnumberȱ

Üȱ Codeȱofȱtheȱcertificationȱfirmȱ

Üȱ Contentȱ

Üȱ InclusionȱofȱtheȱnonȬorganicȱingredientsȱ(ifȱproductȱisȱofȱmixedȱfood)ȱ

Üȱ Turkishȱoriginȱ

Üȱ Expiryȱdate,ȱproductionȱdateȱ
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Certification: 

Üȱ 7ȱControllingȱfirmsȱ(6ȱinternational,ȱ1ȱTurkish)ȱ

Üȱ Startsȱwithȱplantingȱandȱcontinuesȱthroughȱshelvingȱinȱtheȱsupermarketsȱ

Üȱ Dueȱ toȱ smallȱ scaleȱ firmsȱ inȱTurkey,ȱ theȱ exporterȱworksȱwithȱ aȱ groupȱ ofȱ farmersȱ inȱ theȱ
projectȱ

Üȱ Itȱisȱrelativelyȱeasyȱforȱtheȱsmallȱscaleȱfirmsȱtoȱswitchȱtoȱecologicalȱproductionȱ(dueȱtoȱalȬ
readyȱlowȱlevelsȱofȱchemicalȱuse)ȱ

Problems with Certification: 

Üȱ Farmersȱalsoȱproduceȱconventionalȱproducts.ȱ

Üȱ Sizeȱofȱtheȱdomesticȱmarketȱisȱsmall.ȱRestrictsȱtheȱpossibilitiesȱforȱextendingȱtheȱareaȱforȱorȬ
ganicȱproductionȱ

Üȱ Smallȱscaleȱproductionȱ

Üȱ Noȱrecordȱkeepingȱ

Üȱ Coordinationȱacrossȱcertificationȱfirmsȱ

Packaging and Promotion: 

Üȱ Packagingȱmustȱbeȱinȱconformanceȱwithȱenvironmentalȱstandardsȱ

Üȱ Promotionȱ

Üȱ Demandȱinȱdomesticȱmarketȱisȱlowȱ

Üȱ Thereȱisȱalwaysȱroomȱforȱpromotionȱ(advertising,ȱsalesȱdevelopment,ȱpublicȱrelationsȱandȱ
personalȱselling)ȱ

3.3. Performance 

Matching of supply and demand 

Üȱ Contractsȱ inȱ theȱorganicȱ foodȱmarketȱ (farmer,ȱwholesaler,ȱ exporter)ȱ specifyȱ theȱ amount,ȱ
time,ȱqualityȱandȱplaceȱofȱdelivery.ȱ

Üȱ Contractȱcoordinationȱreducesȱuncertaintyȱandȱallowsȱforȱsynchronizationȱofȱdemandȱandȱ
supply.ȱ

Üȱ However,ȱdemandȱinȱinternationalȱmarketsȱandȱdemandȱinȱtheȱdomesticȱmarketȱshouldȱbeȱ
consideredȱseparately.ȱ

Üȱ Synchronizationȱofȱdemandȱandȱsupplyȱinȱexportȱmarketsȱisȱrealizedȱinȱbothȱstagesȱofȱtheȱ
marketingȱchannel.ȱ

Üȱ Theȱfirstȱstageȱinvolvesȱtheȱtransferȱofȱtheȱproductȱfromȱtheȱfarmerȱandȱexporter.ȱ

Üȱ Theȱsecondȱstageȱisȱtheȱtransferȱofȱtheȱproductsȱtoȱtheȱforeignȱmarkets.ȱ

Üȱ Doesȱdemandȱmatchȱsupplyȱinȱdomesticȱmarket?ȱ

Üȱ Weȱhaveȱ toȱestimateȱ theȱTurkishȱconsumers�ȱwillingnessȱ toȱpayȱ forȱorganicallyȱproducedȱ
foods:ȱResultsȱofȱaȱsurveyȱstudy.ȱ

Üȱ Someȱdemographicȱinformationȱaboutȱtheȱsample:ȱ
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Üȱ 77.7ȱ%ȱofȱtheȱsampleȱisȱwomen.ȱ

Üȱ Averageȱhouseholdȱsizeȱisȱ3.8ȱpersons.ȱ

Üȱ 47ȱ%ȱofȱtheȱsampleȱhasȱaȱmonthlyȱhouseholdȱincomeȱofȱbelowȱ400$.ȱ

Üȱ 10%ȱofȱtheȱsampleȱhasȱaȱmonthlyȱhouseholdȱincomeȱofȱaboveȱ1000ȱ$.ȱ

Üȱ 44%ȱofȱtheȱindividualsȱhaveȱacquiredȱaȱ5ȱyearȱeducationȱatȱtheȱprimaryȱschoolȱlevel.ȱ

Consumer Preferences About Foods 

Üȱ 75%ȱofȱtheȱconsumersȱconsiderȱnutritionalȱqualityȱandȱabsenceȱofȱresiduesȱinȱfoodsȱwhenȱ
makingȱfoodȬpurchasingȱdecisions.ȱOnlyȱ12%ȱofȱtheȱconsumersȱthinkȱthatȱpriceȱisȱtheȱpriȬ
maryȱfactorȱwhenȱpurchasingȱfoods.ȱ

Üȱ Theȱmajorityȱofȱ theȱconsumersȱ thinkȱ thatȱ theȱsafetyȱofȱ foodȱsupplyȱhasȱdeterioratedȱoverȱ
time.ȱ

Üȱ Incomeȱisȱpositivelyȱcorrelatedȱwithȱwillingnessȱtoȱpayȱ(wtp).ȱ

Üȱ Asȱexpected,ȱasȱpriceȱofȱcertifiedȱproductsȱincreasesȱrelativeȱtoȱpriceȱofȱconventionalȱprodȬ
ucts,ȱwtpȱdecreases.ȱ

Üȱ Ageȱandȱeducationȱareȱpositivelyȱcorrelatedȱwithȱwtp.ȱ

Üȱ Householdȱsizeȱisȱnegativelyȱcorrelatedȱwithȱwtp.ȱ

Üȱ Willingnessȱ toȱpayȱ isȱpositivelyȱcorrelatedȱwithȱperceivedȱhealthȱrisksȱdueȱ toȱresiduesȱ inȱ
foods.ȱ

Üȱ Onȱ average,ȱ theȱ consumersȱ areȱwillingȱ toȱpayȱ aȱ 2%ȱpriceȱpremiumȱ forȱorganicallyȱproȬ
ducedȱtomatoes.ȱ

Üȱ Consumerȱhealthȱriskȱperceptionȱisȱaȱsignificantȱdeterminantȱofȱwillingnessȱtoȱpay.ȱ

Üȱ Theȱ findingsȱofȱ theȱstudyȱ indicateȱaȱpotentialȱwillingnessȱ toȱpayȱforȱproductsȱcertifiedȱ toȱ
containȱnoȱpesticideȱresidues.ȱ

Potential Consumers have the following characteristics: 

Üȱ Highȱincomeȱ

Üȱ Middleȱageȱandȱaboveȱ

Üȱ Sensitiveȱtoȱhealthȱrisksȱ

To Attract New Segments 

Üȱ Informȱpotentialȱconsumersȱrelatedȱwithȱhealthȱbenefitsȱofȱconsumingȱproductsȱcertifiedȱtoȱ
containȱresiduesȱnotȱharmfulȱtoȱhumanȱwellȬbeing.ȱ

Üȱ Developȱconceptsȱtoȱcommunicateȱorganicȱproduct�sȱcoreȱcharacteristics.ȱ

Üȱ Understandȱconsumers�ȱperceptionsȱandȱunderstandingsȱofȱtheȱconceptsȱȱ

Stability of Outputs, prices and profits 

Üȱ Interviewsȱwithȱ theȱ exportersȱ andȱ farmersȱ showȱ thatȱ theȱproductionȱoverȱ theȱyearsȱhasȱ
beenȱstableȱandȱthatȱmoreȱproducersȱareȱexpectedȱtoȱparticipateȱinȱfoodȱincreases.ȱ
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Üȱ Theȱprofitabilityȱofȱorganicallyȱgrownȱ foodsȱ isȱassessedȱbyȱusingȱ theȱdataȱcollectedȱ fromȱ
theȱraisinȱproducers.ȱTheȱsurveyȱcoversȱonlyȱoneȱproductionȱyearȱandȱisȱlimitedȱtoȱaȱsmallȱ
geographicȱarea.ȱHowever,ȱitȱisȱtheȱonlyȱdataȱavailableȱthatȱcanȱbeȱusedȱforȱcomparingȱtheȱ
twoȱalternativeȱfarmingȱmethods.ȱ

Üȱ Surveyȱ resultsȱ revealȱ thatȱ forȱ raisins,ȱ theȱaverageȱyieldsȱunderȱconventionalȱandȱorganicȱ
productionȱmethodsȱareȱnotȱ statisticallyȱdifferent.ȱTheȱyieldsȱareȱ4500Ȭ4800ȱkgȱperȱhaȱonȱ
average.ȱCostȱcomparisonsȱunderȱtheȱaverageȱyieldȱlevelȱshowȱthatȱbothȱfarmingȱsystemsȱ
operateȱwithȱaȱloss.ȱYieldsȱhigherȱthanȱtheȱaverageȱgiveȱorganicȱfarmersȱaȱprofitȱadvantageȱ
asȱhighȱasȱ7,900ȱT.L.ȱperȱkg.ȱofȱraisinȱ inȱMarchȱ1997ȱpricesȱ (inȱMarchȱ1997,ȱ1ȱUSȱdollarȱ=ȱ
130,000ȱT.L.).ȱȱ

Equity 

Üȱ Equityȱ inȱtheȱmarketȱcanȱbeȱassessedȱbyȱdeterminingȱwhetherȱtheȱmarketȱparticipantsȱreȬ
ceiveȱaȱfairȱshareȱfromȱtheȱmarketingȱactivitiesȱtheyȱhaveȱperformed.ȱȱ

Üȱ Weȱcannotȱdetermineȱ theȱequityȱ inȱ theȱmarketȱ forȱorganicallyȱproducedȱ raisinsȱbyȱusingȱ
theȱavailableȱdata.ȱTheȱnextȱbestȱalternativeȱmayȱbeȱtoȱcompareȱtheȱpricesȱreceivedȱbyȱtheȱ
farmersȱandȱtheȱpricesȱreceivedȱbyȱtheȱexporters.ȱ

Üȱ Theȱpriceȱthatȱtheȱexportersȱreceiveȱisȱalmostȱ20%ȱtoȱ30%ȱhigherȱthanȱtheȱpriceȱthatȱtheȱproȬ
ducersȱreceiveȱoverȱtheȱfourȬyearȱperiod.ȱTheȱexportersȱstateȱthatȱtheȱcostȱofȱtheȱcertificaȬ
tionȱprocedureȱisȱveryȱhighȱandȱthisȱpriceȱdifferenceȱshouldȱbeȱconsideredȱasȱnormalȱȱ

Sub sector Adaptability to Changing Market Conditions 

Üȱ Marketingȱresearchȱstudiesȱrevealȱthatȱtheȱmarketȱshareȱofȱorganicallyȱproducedȱgoodsȱinȱ
theȱworldȱwillȱgrowȱasȱmuchȱasȱ30%ȱoverȱtheȱmediumȱterm.ȱ

Üȱ Consequently,ȱ theȱ exportȱ demandȱ forȱ organicallyȱ grownȱ productsȱ inȱ Turkeyȱ willȱ alsoȱ
increase.ȱȱ

Üȱ Theȱexportersȱstateȱthatȱtheyȱplanȱtoȱincreaseȱtheirȱproductionȱcapacitiesȱtoȱmeetȱgrowingȱ
demandȱwithȱrespectȱtoȱbothȱqualityȱandȱquantity.ȱ

4. Prospects 

Üȱ Theȱdemandȱforȱorganicallyȱproducedȱgoodsȱisȱexpectedȱtoȱgrow,ȱespeciallyȱinȱtheȱdevelȬ
opedȱcountriesȱwhereȱconsumersȇȱdisposableȱincomesȱareȱhighȱenoughȱtoȱaffordȱtheȱpriceȱ
premium.ȱ

Üȱ Theȱmarketȱ forȱhealthȱ foodsȱandȱ thereforeȱ forȱorganicallyȱgrownȱ foodsȱhasȱbeenȱsteadilyȱ
growingȱsinceȱtheȱlateȱ1980s.ȱAlthoughȱtheȱpercentageȱofȱfarmersȱpracticingȱorganicȱfarmȬ
ingȱisȱsmall,ȱconsumerȱdemandȱisȱexpectedȱtoȱbeȱaȱmajorȱdrivingȱforceȱinȱtheȱexpansionȱofȱ
theȱmarketȱasȱtheȱenvironmentalȱandȱfoodȱsafetyȱconcernsȱincrease.ȱȱ

Üȱ WithȱtheȱexpansionȱofȱtheȱEUȱmarket,ȱmoreȱfarmersȱareȱexpectedȱtoȱuseȱorganicȱmethods.ȱ

Üȱ AnotherȱimportantȱissueȱforȱtheȱexpansionȱofȱorganicȱfarmingȱinȱTurkeyȱisȱtheȱavailabilityȱ
ofȱdomesticȱconsumersȱwhoȱareȱwillingȱtoȱpurchaseȱorganicallyȱproducedȱgoods.ȱȱ

Üȱ TheȱfarmingȱpracticesȱinȱsomeȱsensitiveȱzonesȱinȱTurkeyȱ(forȱexampleȱtheȱGöksuȱdeltaȱproȬ
tectedȱareaȱ(aȱwetlandȱwhoseȱbiologicalȱdiversityȱisȱtoȱbeȱmaintained)ȱhaveȱtoȱbeȱconvertedȱ
toȱenvironmentallyȱfriendlyȱmethods.ȱȱ
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Üȱ Theȱpresenceȱofȱdomesticȱconsumersȱwhoȱareȱwillingȱtoȱpurchaseȱorganicȱproductsȱwouldȱ
provideȱ incentivesȱ toȱ theȱ farmersȱ inȱ suchȱprotectedȱ regionsȱ toȱpracticeȱnonȬconventionalȱ
agriculturalȱmethods.ȱ

Üȱ Theȱadoptionȱofȱorganicȱfarmingȱmethodsȱdependsȱpartlyȱonȱtheȱavailabilityȱofȱtheȱmarketsȱ
forȱorganicallyȱproducedȱgoodsȱandȱtheȱprofitabilityȱofȱtheȱfarmingȱsystem.ȱȱ

Üȱ Thereȱ isȱaȱgrowingȱdemandȱ forȱorganicallyȱgrownȱproductsȱ inȱ theȱEC,ȱwhereȱTurkeyȱexȬ
portsȱmostȱofȱitsȱorganicȱproducts.ȱȱ

Üȱ ThereȱisȱaȱpotentialȱdomesticȱdemandȱforȱorganicȱproductsȱinȱTurkeyȱasȱwell.ȱȱ

Üȱ Therefore,ȱtheȱavailabilityȱofȱtheȱmarketsȱisȱnotȱlikelyȱtoȱposeȱaȱproblemȱforȱtheȱexpansionȱ
ofȱorganicȱfarmingȱmethods,ȱatȱleastȱnotȱinȱtheȱnearȱfuture.ȱȱ

Üȱ Weȱalsoȱconcludeȱ that,ȱpracticeȱofȱorganicȱfarmingȱ throughȱcontractsȱpositivelyȱaffectȱ theȱ
welfareȱofȱtheȱproducers.ȱ
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