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I. INTRODUCTION

The hazel is a tree growing to three to four metres in height,
and is capable of producing nuts within four to five years of planting.
The necessary climatic conditions for optimum nut production are
temperatures of 13°-16" c¢. In winter and 36°-37° e. In summer, and
a great deal of rainfaal, at least 755 mm per year. These conditions
are met almost exactly in the East and West Black Sea coastal re-
gions of Northern Turkey, at altitudes of up to 600 meters',

Hazelnuts are produced on a very small scale in most of the
countries which meet these climatic conditions, for example, France,
Iran, the US.A. and China, but the only significant producers are
Spain, Italy and Turkey.

Turkey has always been the world's largest producer of ha-
zelnuts, In 1974, for example, she produced sixty-four per cent of the
total world production. Turkish growers are not particularly effici-
ent. they achieve this output by having the largest suitable growing

(*) Socio-economic problems of the hazelnut producers are also
studied by Dr. Hasmel Bagar and published by "Die Dritte Weit"”
Nr. 1-2, 1981, pp. 151-162.

1) Mahmut Ayfer, Findik Yetigtiriciliimiz ve Problemleri (Hazelnut
Froduction and its Problems In Turkey), AU, Ziraat Fakilltesi,
Ankara, 1987,
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area, seventyfour per cent of the world total. Other smaller growers
have much higher yields. In 1974 Italy with only thirteen per cent
of the world hazelnut area produced about twenty-seven per cent
ol the world production®. In that year Turkey achieved a yield
ol only 784 kg, per hectare compared to Italy's 1,200 kg. per hectare.

As Turkey is by far the largest grower of hazelnuts, her pro-
duction will have a considerable effect on the total warld production
and price. However Turkish production is subject to considerable
natural fluctuation from year to year. Older farmers in the traditional
northern growing areas have a saying that ‘nothing except Allah’s
will determines the harvest’, but many younger farmers interviewed
during fieldwork® thought that government neglect of the industry
accounted for the low hazelnut yields.

In fact both the older traditional farmers and the younger mo-
dernthinking farmers are both partly correct. Natural causes do
induce a considerable variation in output from year to year. The
hazel tree is particularly sensitive to change in temperature, and the
vagaries of the weather can make a considerable difference to out-
put, The hazel three is also reputed to have a natural eycle of high
and low production so that good years will to be followed by bad
years. :

A low level of government investment also contributes to low
yields, In the whole of the Turkish agricultural sector the provision
of fertiliser and irrigation is determined by the degree of government
encouragement, financial and otherwise. Lack of these items sug-
gests lack of government interest. Large scale use of fertilisers and
other agricultural chemicals in hazelnut areas did not start until
the mid 1960's. According to offical statistics, by 1975 only twenty
per cent of the hazels were treated with fertiliser and only fifteen
per cent with other agricultural chemicals®, Similarly there are al-
most no government irrigating schemes in the hazelnut areas, mainly

2) Bekir Calr, “Tirkive'de Findik Tarum" (The Agriculture of
Hazelnut in Turkey') Findifin Tim Sorunlari Semineri, Anlkara,
1977,

{*) Between June - November 1974, the writer carried out a field
work in western, Northern and Southern Turkey.

3) Tarim Bakanh, Plinlama, Aragtirma Gen. Mid. Dept of Re-
search and Planning, Ministry of Agricullure, Ankara 1976
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due to the high cost of irrigating these mountainous regions. There
are several government institutions concerned in the hazelnut in-
dustry, but these have failed to produce either any useful technical
advances or provide sufficient input items and direct services to
farmers. This contrasts badly with the government institutions in the
cotton sector which have developed new plant varieties as well as
providing for the farmers’ needs. FFailure of institutions in the hazel-
nut sector has been blamed on lack of coordination between the dif-
ferent individual institutions®,

Apart from the natural causes and the lack of government assis-
tance already mentioned, there are other reasons for Turkey's low
hazelnut yield. One is that the hazelnut farms are usually very small.
Over ninety-five per cent of hazelnul growers have less than ten
acres and only a very few have over 25 acres. This is largely due to
Turkish heredity laws which fragment holdings between descendants,
leading to holdings becoming so small that they produce insufficient
income to support a family. The owners of these small holdings often
migrate to urban areas or overseas to obtain work, and they rent
out their trees to farmers who remain in the villages. The tenants
care only about maximum immediate exploitation of their rented
holdings, and do not take care of trees, leading to deterioration in
yield®.

Hazelnut farmers in the Eastern Black Sea region tend to neglect
their own holdings, as well as any which they might rent. They often
devote all of their income to domestic consumption, rather than
diverting part of it to maintaining of improving their holdings. They
neglect replacing old trees, pruning or using chemicals in order to
meel domestic financial needs, Many farmers blame their lack of in-
vestment on governments' failure to provide adequate credit faci-
lities.

4) Saydam Saruhan, "Findikla lgili Tiim Kurulusiar Birlegmelidir",
(The Establishments which are involved in Hazelnut Should be
United), Cotanak, Say:1: 38, Giresun, 1574

{*) Hazelnuts are grown on special holdings which local farmers
call “Hazelnut Gardens'.

5) Naci Pamuk. Findik Ureticisinin Sorunlari wve Coziim Yollan
{Problems of Hazelnut Productions and Their Solution), Cola-
nak, Sayi: 35, 1974,
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The production of hazelnuts in Turkey is concentrated in two
main areas, the Eastern and Western Black Sea Coastal regions, The
Iiastern Black Sea Coastal region is the traditional centre of hazelnut
production, and it is this region that produces the varieties of nuts
which enjoy active demand in overseas markets. The Giresun vari-
ety, in particular, is generally regarded as the world's best hazel-
nut, and is always in demand by Turkey's export customers.

The Western Black Sea Coastal region is not a traditional centre
of hazelnut production, but inlensive production started after 1960
in response to government price policy’ was to increase the incomes
of farmers in the traditional hazelnut areas of Northern Turkey by
paying a high price for hazelnuts, The consequences of this policy
included the establishment of hazelnuts as a main crop in a new
area, the Western Black Sea Coastal region. In this new area the
Western Black Sea Coastal region. In this new area the quality of
nuts grown is lower, and they ar often subject to limited overseas
demand. Hazelnut Experts have acriticised this policy and suggested
that some restriction of hazelnut production is necessary’. Only those
varieties that are in demand should be grown, and some effort
should be made to limit supply to the level of demand. Farmers in
the Western region should be encouraged to produce crops for which
there is a real demand without artifically high prices.

II. COOPERATIVE HAZELNUT PURCHASING

The first Hazelnut Marketing Cooperatives were established
scon after the 1935 Agricultural Marketing Cooperatives’ Act was
passed. Kemal Ataturk took a personal interest in the establishment
of cooperative unions in gencral, and he gave personal support to
the establishment of the first Hazelnut Cooperative Union in Gire-
sun.

8) lhracat Gelistirme Etiid Merkezi, “Findik Ihracatimin Geligtiril-
mesl Haklonda apor”, Report an the Export Promotion of Tur-
kish Hazelnut, Ankara, 1088,

Ty Mahmut Ayfer, Findik Uretimimizin Ekonomik Geligimi ve Bag-

lien Sorunlan, (Economics of Hazelnut Production and its Prob-
lems), Findigin Tim Sorunlar: Semineri, Ankars 1977,
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Government interest continued, and the number of primary so-
cieties grew, [first in the Eastern, and after 1960, in the Western
Black Sea Coastal regions. By 1977 there were thirty-three primary
societies with 76.000 members. Although there are no ifficial figures
showing the total number of hazelnut growers in Tuorkey, it has
been estimated that only about one third of all hazelnut producers
have joined cooperatives'.

There are several reasons why the majority of producers do not
choose to join cooperative societies. Many of the growers work such
small holdings in remote areas, that il is not worth their while
to pay the costs of transporting their relatively small crops to the
often distant cooperative buying points. They also do not want to
subscribe capital to the societies. or to become involved in the delays
and red tape of cooperative procedures. They are generally suspi-
cious of the cooperatives being government institutions, which are
obliged to deduct any debts owing to other government institutions,
such as the Agricultural Bank and the credit cooperatives, before
making payments to members.

Whilst membership has these disadvantages. there are not many
concomitant advantages. In fact, non-members may be at a positive
advantage. In the Giresun region where private merchants are par-
ticularly active, the farmer who is not a member may sell to merch-
ants when prices are high, and still, through the government support
programimes, sell to the cooperatives when prices are low, (The dif-
ferential between prices paid to members and non-members by the
cooperatives is only seven-eight per cent.). Evidence of this practice
may be seein in table which shows that many farmers sold to coope-
ratives in 1064, 1966 1970, 1974, when the harversts were good and
consequently prices were low.

For these reasons the small producer, in particular, regards
cooperative membership as more of a burden than an advantage and
the cooperatives’ share of the total hazelnut erop varies from year
to year according to the harvest and to price levels. In 1963 the
cooperatives purchased about eleven per cent of the crop; in 1966,

8} Findik Tarim Satis Kooperatifleri Birligi ,The Report Union of
Hagzelnut Marketing Co-operatives, Giresun, 1878
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sixty-nine per cent. Between 1960 and 1975 the cooperatives purch-
ased an average of fourty-seven per cent of the total crop.

As in the ecase of cotton cooperatives there is a lendency for
members to fail to fulfill their contracts with their societies. Between
1960 and 1975 on average they met just over half of their contract
obligations, The degree of contract fulfilment varies from region to
region and also with the grade of hazelnut grown. It is significantly
higher in the new Western growing region than it is in the Eastern
region. This does not reflect an increased cooperative awareness
in the Western region, but is largely the result of producers in this
area having no alternative but to sell to cooperatives. Hazelnuts
produced in this area are not in high demand. and merchants are
not really interested in buying them. Consequently the cooperatives
are the only bulk buyers, and the farmers are obliged to deal with
them.

In the Eastern growing region the degree of contract fulfilment
varies according to the grade of nut produced. Where the best
hazelnuts are grown (Giresun standard I-IT1), merchants are always
the most active buyers. Cooperative purchases are concentrated on
the inferior and less demanded varieties, and contract fulfilment is
always much higher with the inferior qualities®,

The question of price, in effect the price that is fixed by the
government through its support programmes, dominates the whole
marketing situation. Cooperatives are obliged to pay the prices fixed
by the government, and this works to their considerable disadvan-
tage. Under the government scheme only two classes of hazelnut
are recognized-round and oval-and a price i5 fixed for each class.
Unfortunately this does not take account of the realities of market
demand, which is mainly for the best varieties of nuts, judged by
many factors including their taste and oil yield as well as their
shape. Merchants in the private sector, however, fix their prices
according to the quality as well as the shape of nuts, and are willing
to pay higher prices for high qualities of nuts, but very low prices
for inferior grades.

9 Kutay Larcin, “Ortak Teslimatlan” (Members Contract Fulfill-
ment) Cotanak, Sayi1: 30, Giresun, 1974.
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As there is very low oversens for the inferior grades prices are
very low. This means that the cooperatives who are forced to pay
high state prices, will always give the farmers a better price than
the merchants, and so become the sole buyers of poor, and relatively
unsaleable hazelnuts.

With the best hazelnuts the cooperatives face competition from
the merchants. This will vary according to the harvest. When the
harvest is good and prices are low it may be that the government
prices paid by cooperatives are higher than private merchants’ pri-
ces, and that cooperatives will purchase allarge proportion of the
crop and enjoy a high degree of member layalty, When the harvest
is poor and prices are high the merchants will tend to be able to offer
higher prices, and so will obtain most of the best hazelnuts,

The net result of this situation is that the cooperatives always
tend to buy on the worst basis, either inferior hazels which are in
low demand, or good hazels but in years when prices and profits are
low. Merchants, on the other hand, only buy good hazels, and mainly
in years when demand, world prices and profits are high. Thus the
result of the government pricing policy is to turn the market to the
advantage of private merchants at the expense of marketing coope-
ratives.

Although price is the most important single factor determining
the relative positions of cooperatives and private merchants, there
are other factors which also favour the merchants, Most important
of these is the tendency of merchants to assume the role of money-
lenders, and lend money to growers during the year, which is repaid
after the harvest, Sometimes a condition of the loan is that the
hazelnuts grown must be sold to the lender.

Abuses by merchants are normal practice. Rates of interest are
high, usually over fifty per cent'. Merchants may instruct the far-
mers to sell to either to cooperatives or themselves according to the
state of the harvest. If the harvest is good and prices are low the
merchants may instruct the farmers to sell to the cooperatives, and

10) Saydam Sarthan, Tefeecilik ve Arncilifin Nedenleri (Money Len-

ders and the Middlemen, Why They are exist), Cotanak, Say::
30, Giresun, 1974

Sosyal Siyasel Konferanslar — 26
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then pay their debts in cash. Alternatively the merchants may buy
the nuts at very low price and then themselves resell them to the
cooperatives at government prices. If the harvest is bad and prices
are high the merchants will insist on buying all the nuts, often at low
prices. Any farmers who wails to repay his debts, or sells againts his
local merchant’s wishes, may face the ruinous prospect of being
denied credit in future years.

In general it is very poor farmers who suffer most as they are
least able to manage without credits from the merchants, The cont-
rast between the endemic proverty of the small scale growers and
the conspicuous affluence of the merchants is a feature of the hazel-
nut regions. This contract is the living proof of failure on the part
of the marketing cooperatives which were formed to direct profits
away from merchants and back to the poor farmers,

The prime purpose of marketing cooperatives has always been
regarded as removing the small farmer from exploitation by merch-
ants, The Turkish hazelnut cooperatives have failed to do this in
two main ways, by failing to provide efficient local purchasing
servies. and by failure to provide adequate credit facilities.

The hazelnut areas are mountainous with poor roads and so
transport costs are high, especially for the small farmer who may have
nothing beyond a simple transport facility, To provide an effective
purchasing service it is essential thal the cooperatives have many
buying centres at which procedures are uncomplicated and rapid.
In practice there are too few buying points, considerable distances
apart, and procedures are unnecessarily inefficient and slow, Mere-
hants on the other hand, usually have their own motor vehicles, and
can rapidly assess and purchase large quantities of nuts.

Cooperatives have also failed to provide an adequate alterna-
tive to the credit facilities offered by private merchants. Since 1970
the Cooperative Union has provided short-term credits to tide far-
mers over the harvest period. These are loans made at reasonable
rates of interest, by the Agricultural Bank, the size of loan being
tied to size of deliveries and degree of contract fulfilment. Although
these credits are to some extent useful, they are far from satis-
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factory; only a quarter of members actually received credits®. This
is mainly because of the complicated procedures involved and beca-
use most farmers already owe money to cooperatives or the Bank
of Agriculture, which precludes their obtaining these short term
harvest credits, Regulations for these loans also require each appli-
cant to provide two quarantors with unlimited liability, which is
often very difficult.

Hazelnut cooperatives have also failed to provide an adequate
input item purchasing service for their members, and in doing so
have lost the opportunity to secure member loyalty by this means.
Sales of fertilisers and insecticides on an extended scale started in
1970 but there has been no effective educational back-up service.
Consequently the value of these ilems is reduced, especially for the
smaller grower who does not really understand how and when to
use them.

Although the hazelnut cooperatives have not been conspicuous
by their success in the mainstream of their activities, they have achi-
eved some progress in two of their incidental activities. They have
become suppliers of two consumer goods which are not generally
available in Northern Turkey. They provide wheat flour, as wheat
is difficult to grow in this region, and coal to prevent farmers cut-
ting down trees for use as fuel®™.

The Cooperatives’ information and educational services are not
extensive or universally effective. but two hazelnut cooperative pub-
lications have extensive readership particularly among younger far-
mers, These are the weekly newspaper, FINDIK and the monthly
magazine COTANAK which provide both technical and cooperative
information. To some extent they increase members’ awareness of
cooperalive activities and thus increase active participation and in-
ternal democracy in the societies,

11) T.C. Ziraat Bankas:, Kooperatifier Mildiirligi Calisma Raporu,
{The Report of Activities of Dept. of Co-operatives, The Agri-
ecultural Bank), Ankara, 1978.

12) Findik Tarnim Satis Kooperatifleri Birligi "Cumhburiyetin 50. Yi-
linda Fiskobirlik” Hazelnut Marketing Co-operative Union in
the 50th Anniversary of the Turkish Republic), Giresun, 1973,
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III. COOPERATIVE HAZELNUT PROCESSING

Right from the inception of the Hazelnut Cooperative Union
one of its aims has been to process their product, thus selling it in
the forms demanded by consumers and retaining profits which
would have otherwise accrued to private industry. In practice there
was very little progress in the development of cooperative hazelnut
processing before 1970. Activities were limited to shelling part of
the crop which was done both in cooperative owned plant and in
privately owned plant on a contract basis®,

A change in the sutiation was precipitated by the full imple-
mentation of the government price support policy in 1964 which
obliged cooperatives to pay a fixed price for hezalnuts of various
grades, as described in the provious section. This caused the Union
to accumulate very large stocks of nuts and in 1970 it was attempted
to reduce these by establishing a plant to proces these nuts into
forms more acceptable to Turkish consumers. The plant operates on
a small scale and was arected at a cost of T.L. 8 million. ($ 60.000)
The produce of this plant is almost entirely takep up in domestic
consumption; exports are negligable.

This small scale plant has been a considerable suceess and so
an expansion processing activities was quichly projected. Unfortu-
nately the scale of expansion plans has been determined more by a
desire on the part of central government to provide employment in
Giresun, than by any real evaluation of the market for an expanded
supply of processed hazelnut products. The union was happy to
accept any project which would help lessen their huge stocks of
unsaleable unts and so it concurred with government poliey.

In 1972 a huge new processing plant was projected by the Ha-
zelnut Union at a eost of over T.L. 500 million, ($ 5 mil) and the
scheme was approved by the government which undertook to pro-
vide a large part of the capital finance through the Agricultural Bank.

13) Findik Tarim Satis Kooperatifleri Birligi Bes Yilhk Depo ve
Fabrika Plani, (Five Year Plan for Storage and Plant), Giresun,
1974,
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Construction started in 1974 and when the new plant is in full ope-
ration in 1981, it will employ about 1000 people and have a produc-
tion capacity (0 times greater than the existing plant™,

IV. COOPERATIVE HAZELNUT MARKETING

It is in its marketing activities that the Hazelnut Cooperative
Union’s failure is most conspicuous. Hazelnut marketing in Turkey
is really concerned with overseas markets, the home markets are
much less important, and so success or failure is largely a question
of performance in exporting.

Officials of the Hazelnut Union are complecent about their per-
formance; they say that it is good because ninety per cent of their
sales are to export markets. What they do not say is that despite
the fact that they are the largest purchasers of hazelnuts in Turkey
their exports sales amount to only forty per cent of total Turkish
exports, and also that about thirty per cent of the Union’s sales are
directly negotiated between the Turkish government and East Euro-
pean governments, without any action on the part of cooperative
management,

Another aspect of the Union’s marketing performance that agg-
regates their failure is that only manage to sell one third of their
purchases. Each year about two thirds of the hazelnuts they buy
remain unsold and are added to their already high stocks.

When criticised Union management usually defends itself by
saying that it cannot be expected to market successfully whilst coo-
peratives are obliged to purchase inferior hazels at high prices as
a result of government price support programmes. There is a con-
siderable degree of turth in this argument, government policy does
put Union management in a very difficolt position, but to a large
extent managers are inclined to hide their poor performance behind
critivism of government policy. The reality of the situation is that

14) Ticaret Bakanlifi, Tegkilatlandirma Gen. Mild EKayitlarindan
(From the Files of Dept. of Organisation, Ministry of Commerce),
Ankara, 1980,
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bad government pricing policy is aggravated by bad cooperative
management.

The major cause of poor quality of management within the Ha-
zelnut Union is the system of appointment of general managers by the
government of the day, and the way that government policy rather
than sensible marketing practice determines many marketing decisi-
ons. There is a high turnover of general managers. General managers
have to power to approve or reject the marketing decisions of their
commercial managers and all decisions are subject to approval by
the Ministry of Commerce. The type of men that receive government
appointment have on administrative rather than business background,
typically with civil service experience, and whilst they may have
excellent educational achievements. they generally lack the dynamism
requited of international marketing executives,

The high turnover of top management has completely prec-
luded the evelution of any long-range marketing stratergy or any
real understanding of changes in the nature of the international
market. There is little opportunity for incumbents to learn the natu-
re of the market before they are removed from, or leave their offices,
This tends to play into the hands of hands of domectic and froeign
competitors who may amass long experience of the market and who
are able to formulate longer term marketing strategy.

In practice the Union shll relies on a product orientated system
of marketing. Union officials do not seek out customers but rather
wait for buyers to contact them. Before the imposition of govern-
ment pricing policy they could expect to sell most of their purchase
by this negative approach, but with the advent of the government's
poliey they began to make large purchases of less saleable hazelnuts
which require more agressive marketing if they are to be sold. Such
positive marketing could not be provided by Union management
and so large stocks of nuts have accumulated, many of which are lost
due to lack of adequate storage [facilities.

(*) There were 26 Cooperative Union Directors appointed betweed
1938 and 1978, with an average tenure of office of eighteen
menths, Many of them used the post as a stepping stone in 8
political career.
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By 1969 many Union officials, particularly the younger ones, had

realised that the Union’s marketing performance was so poor that
drastic changes were necessary. This les to the Union consulting
Turkish and foreign experts about their marketing practice, and also
requesting private market intelligence organisations in the U.S5.A.
Creat Britain and Germany to report on the best way of improving
their system of marketing in these countries. The reports varied from
market to market but all agreed on the following main points',

15)

An export marketing depariment should be estab-
lished employing marketing specialists. The department
should constantly monitor market trends in  consumer
countries and should help evolve long-term and short-
term marketing policies, Staff should be employed to
directly monitor consumer preferences in overseas mar-
kets, and the whole marketing operation should be con-
sumer orientated.

In these markets the main decision maker in do-
mestic purchasing is the housewife, and so promotion
through advertising should be directed to her in order
to stimulate demand. There is a need for considerable
promotional activity if demand is to be stimulated, and
this could best be achieved as a joint effort by the Tur-
kish government, the Cooperative Union, and private
sector exporlers.

The cooperative union should deal directly with
major industrial purchasers of hazelnuts, in particular
manufacturers of chocolate, cakes and yoghurts. The aim
would be to establish effective distribution to industrial
users as well as to provide the nuts most suited to their
needs.

“Marketing of Turkish Hazelnui, in the US. Markel Facts
Comp. New York", 1871.

“Preliminary Study for Measures to Increase Sales of Tur-
kizh Hazelnul in the U.K." Chante Westenholz Associates Lid.
London, 1971,

“A SBtudy on Turkish Hazelnut Exporting™ Ousbourne Lid.
London, 1972.
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Hazelnuts face competition from other cheaper nuts
in the main consumer countries. Peanuts, chestnuts, bra-
zil muts and coconuts are usually cheaper. Industrial
users, particularly in Britain, tend to use the cheapest
available nuts. Consequently, the Cooperative Union has
to reduce prices, perhaps for a limited period, in order
to encourage the use of hazelnuts and so establish them
as a part of normal consumption habits, After the receipt
of these reports it was thought that there would be chan-
ges in the Union's marketing systems and policies, but in
fact few of the recommendations have been implemented.
This has been due in the main to changes in government
policy and in Union management since 1971,

The proposed marketing department has not yet been estab-
lished. The only innovation has been the establishment of an Is-
tanbul Office of the Union but this is more important for domes-
tic marketing purposes than for export sales. Within the Union itself
the Commercial Manager, with the same staff, is still entirely res-
ponsible for marketing decisions and policy, subject to the approval
ol the General Manager and the Ministry of Commerce.

Consumer studies in overseas markets have not yet been imp-
lemented. The only sources of information on consumer preferences
comes from the Unions' agents and brokers or from the Commer-
cial Attaches of Turkish Embassies. This is a particular weakness
when investment decisions anticipating increasing demand are made
on such unreliable indicators of demand.

In general the Union has not undertaken organised advertising
and promotional activites in consumer countries. The only two
cxceptions are occasional television advertising campaigns in some
part of the United States, Undertaken in cooperatinon with an Ame-
rican hazelnut importer, and participation in the minor international
Food Trade Fairs at Bahgdad, Damascus, Nicosia and Stockholm,
Major food fairs in important consumer centres seem to have been
missed. Cooperative managers do not understand the advertising
methods used in their consumer countries, and have no acquaintance
with the different media available.
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By the end of 1979 the Cooperative Union’s marketing orga-
nisation and methods were: as we have seen, based on a traditional
structure in which private merchants acted as the Union’s agents
in overseas markets. These merchants also suplpied the bulk of mar-

ket intelligence, and so were in a position to take advantage of tha
Union.

Within the Union managers are opposed to innovation or impro-
vement of the marketing system because they do not understand
modern methods and are afraid of failurs leading to loss of their
jubs. They are characterised by administrative rather than dynamic
business backgrounds and are not conversant with the operation of
the present day international hazelnut market.

Their main failure has been in not perceiving changes in the
patterns of demand for their products, and failing to establish direct
links with large consumers. As the largest purchasers of hazelnuls
they are in a position o deal directly with major consumers, but
they continue to employ private merchants to do this for them,

They have failed in particular to sell directly to industrial
users who buy in very large quantities and also to establish links
with the new large scale retailing organisations in Western Europe
and the United States, such as supermarket chains and multiple
stores, They do not deal with the new health food purchasing or-
ganisations and have completely failed to make contact with their
sister organisalions in Western Europe, the consumer cooperalive
vnions, such as the British Cooperative Wholesale Sociaty. In the
writer's view, it is by missing these opportunities that the managers
have made a material contribution to the failure of the Hazelnut
Coperative Union.

The Cooperative Union has always been in a strong position
in the domestic Turkish market for hazelnuts and hazelnut products
Increasing failure in the international markets has led to the Union
putting a greater emphasis on domestic sales order to help reduce
stocks. There has been some attempt at market research and direct
selling. The union also produces special consumer products (such
as hazelnut spread). There is a limit to of hazelnuts and hazelnut
products and.to those activities can have only a negligible effect
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on the position of the Union, which continues to rely on export per-
formance,

V. FINANCIAL SITUATION AND PROSPECTS FOR
THE HAZELNUT UNION

The Hazelnut Union is in an extremely bad financial position,
making lusses on its operations year by year and desperately short
of capital. The capital position is to some extent hidden. Official
sources show an increasing capital plus large accumulated reserve
funds. However, much of the subscribed capital has not been paid
up. The reserves ‘frozen’ in a special account at the Agricultural
Bank as a result of government policy.

Lack of capital to finance purchasing, marketing and  direct
investment means that the Union has to borrow large amounts from
the Agricultural Bank at a high rate of interest. Borrowing ise re-
quired on a very extensive scale 1o cover trading losse, So on a very
extensive scale to cover trading losses, so the amount of accumu-
lated debt is very high; (as the end of 1976 it was T.L. 6657 million
which was about seventy times the total paid-up capital)®. There
is no prospect of the Union elearing its debts from its own resources,
but this does not worry its managers and directors as they are con-
fident that the government will clear this deficit as it has done on
several occasions in the past,

The spectacular annual trading losses do nothing to improve
the sutiation. These result partly from the government high price
policy maintained by active parliamentary presaure groups from the
Black Sea Region, and parly from the general inefficiency and poor
marketing performance of cooperative management. Lesses are com-
pounded by lack of adequate storage facilite les leading to deterio-
ration of stocks. Consequantly in order to over come the problems
which are deseriber in previous pages, a marketing and organisations
reform Is urgently needed. But can be done only with the aggre-
ments of major political parties in Turkey.

18) T.C. Ziraat Bankam Kooperatifler Midiirligii Caligma Raporu,
Ankara, 1078 (Dept. of Co-operatives of the Agricultural Bank
Report of Activities 1978).
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412 Hasmet Basar

Hazelnut Producuion In Turkey And In The World Purchases
Of Co-Operatives (Thousans Tons) 1962 - 1975

Production Purchases

World In Of The

Years Production Turkey Cooperatives B/A c/B C/A

(A) (B) (C) % % o
1962 182.5 122.4 27 67 22 15
1363 1662 88.4 10 57 11 1]
1964 249.0 1895.2 1149 T8 40 48
1965 130.2 62.0 20 48 i} 15
1966 276.0 190.0 132 G 68 47
1967 147.0 71.0 24 48 [iti] 146
1968 2382 138.0 45 it 40 19
1969 248.1 170.0 38 68 41 15
1970 354.2 265.0 148 T2 a8 42
1971 3364 220.0 T2 66 an 21
1972 299.7 1500 101 ' B3 54 a4
1973 371.9 250.9 124 67 40 a3
1974 380.9 244.0 170 fid 70 45
1975 480.0 3560 251 13 71 B2

Compiled from IGEME and FISKOBIRLIK



