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A revealing indicator:
the rising concern of forest
owners in protecting their
property rights

Nuts, mushrooms and truffles

in many Mediterranean countries
are not any more public goods,
like 15-20 years ago
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Comunalie di Gotra, Buzz0, Albareto, Boschetto, Groppo, Tombeto e Montegroppo in Comune di
Albareto.

A Verranno rilasciati tesserini di colore verde con le seguenti caratteristiche:
* giornaliero (valido per il giorno indicato nel tesserino)

costo: Euro 15,00 per i Albareto; i residenti nel Comune
di Albareto nonché per i proprietari, ed affittuari con contratto almeno annuale, di seconde case
nelle i

* semestrale (valido comunque non oltre il 15.11.2003)

T costo: Euro 150,00 per i non residenti nei Comuni di Albareto Euro 67,00 per i residenti nel
c di i ied i tinet
seconde case nelle frazioni delle Comunalie

> Modalita di accesso: i tesserini saranno vidimati , nel punto di vendita, con il timbro della
s In considerazione dell'antica consuetudine di reciprocita fra le Comunalie confinanti di S.Vincenzo-
et vy !
Comunalie di Gotra e Buzzd n.100
Comimals e wson
Err 5

da un'ora prima della levata del sole, mentre I'uscita dall'area B) deve awenire entro e non oltre le
ore 15.

Quantitatii: non oltre 3 Ko

Why do we need to improve
marketing techniques?

The objective:

increasing market power (=profit) of forest
managers and harvesting enterprises:

= fair distribution of profits,
= active management of forests,

= stewardship of the resources: positive
externalities on environmental and social
conditions

Agents in the NWFPs chain: an example
Stone mushroom (Boletus edulis) prices paid to

the forest owner in Bosnia No payment lVery
ow

0.2-0.5 Euro/kg

4-6 Euro/kg

the NWFP collector
the merchant

the retailers in Italy 15 Euro/kg High

market power
and margins

The forest managers needs a
marketing approach

It helps to identify and systematically act on:

» Changing customer behavior and expectations
» Competing products and substitutes

» Rapidly emerging production technologies

* Cyclical nature of the markets

* Foreign and domestic competitiveness

* Legislative and political factors

Instruments?

Business plan

An instrument to define all the
operational factors connected
to the practical
implementation of an
entrepreneurial idea/project




Business pan: a multi-faceted instrument for
the development of the forest enterprise

Market analysis

For. resources Competitors
Workforce assessment
— Financing, i
nanong. Business Segmentation
incentives Plan V
U Differentiation
Networking, e
integration Profltab_lllty
evaluation
Marketing strategy

Segmentation

Differentiation

Analysis of different
potential clients, of
competitors and

selection of the target
market

Analysis of the range of
different products
- product development
= all the needed
actions to satisfy the
target market
{}

Critical Mass of Product
Supply/Demand

Marketing mix

= the best combination of the
following key aspects of a
business plan:

* Pricing methods

* Product development
* Promotion techniques
» Place: logistic

Total
marketing

>

1. Pricing: five approaches

Cost-plus pricing
Profit-objective
Customary prices

Contract or negotiated
pricing

Perceived value

Attention given to
producer’s problems

Attention given to
buyers’ behavior

A. Cost-plus pricing

Pre-defined mark-up to be
added to production cost:

Cost of collecting 1 ton of chestnut = 100 Euro

Selling price: 130 Euro (mark-up of 23%)

Problems:
= No reference to competitors
= No attention paid to market demand

= Not always easy to evaluate fixed cost in
multi-products enterprises

B. Profit-objective
= A minimum profit is pre-defined
= Prices are defined adding the profit to the

break-even point

Euro

profit

Break-even
point T

Earnings

/ Variable costs

selling price\‘

Fixed costs

Production




Problems:

= No reference to
competitors

= No attention paid to
market demand

= |s profit in the long

run covering fixed
costs?

C. Customary prices

= When product differentiation is low,
= When there are many competitors,
= \When cost evaluation is difficult...

... prices may be defined
looking at the competitors’
prices to fix a reasonable
price

Price range
Production
costs +
Competitors’ prices ﬂ
(customary prices)
Profit=0 Demand=0
L.O w Prices options range H_|gh
prices prices

D. Contract or negotiated
pricing

Prices set by pre-agreement or negotiation before
the collection of a NWFP

(e.g.: herbs, berries, cork)

Frequent application when buyers are firms,
commodity merchants or processors

Sometimes risky: see weather conditions, site
productivity, labor availability

A variant: formula pricing = set on the basis of
systematic use of external values or factors
(international prices index, license costs, fuel
costs, etc.)

E. Perceived value

(the most popular in advanced markets)

Key factor in pricing is the willingness to pay
by the buyer

Marketing mix is used to increase the w.t.p.
(packaging, grading, delivery time, product
quality, labelling, etc.)

and to differentiate NWFPs

A common problem:

many forest wood products are not
easily differentiable

Cork from Portugal

Cork from Maroc Cork from ltaly

., ;- A LA




Some special pricing techniques
(price tactics) can be used to differentiate
wood products:

= Direct sales to individual buyers (i.e.
processors and exporters, avoiding
merchants)

= Group marketing
= Off-season selling

= Quantity discounts, cash discounts and
special sale prices

... some other opportunities to
increase the trust and the willingness
to pay by the buyers are offered by
the other 3 Ps

2. Product development:
three types of innovations

A. Absolute new products
B. Incremental innovations
C. Subjective differentiation

Differentiation

A. Absolute new products

* Rough material Very low

= Semi-finished products

= Final products Relatively
high

potentials for
innovation
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In Iceland:

= Alady (employed in a Bank) attended a
course on wood working techniques
organised in a forest area

» Playing with some pieces of hornbeam
for testing her competences she invented
this object

= Some friends like the object as a
Christmas present

= She start to sell it in a small local shop

Now (after 2 years):

= 13 Euro

= 5 minutes for making and painting one
= She is employed part time in the bank
= She earns 2500 Euro/month

Which lessons learned?

= Absolute innovation: casual, not easily
replicable

= Patentable - high individual profit, no
positive impact on the local community
= Non-patentable (very common in the

forest sector): no stable sources of
income (imitation)

B. Incremental innovations:
improved products and services

Products:

= Charcoal with aromatic herbs

= Chestnut flour with pine
seeds and raisins to

prepare, following a traditional
recipe, the typical cake

castagnaccio in ltaly

B. Incremental innovations:
improved products and services

Services:

= Sorting and grading system

= Kiln drying

= Packaging

= Branding

= Certification and (eco)labelling
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Example of calibration system and sorting of marrons
and chestnuts: calibration through number of fruits in 1
kg of nuts (http://www.conerpo.com)

Standardization and packaging of Christmas trees
http://www.kollnitzer-tannenhof.com
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Hiibner, L.; Lassig, R., 2005: Im Erlebnispark Wald die Vielfalt von Holz und Natur erfahren.
- Wald Holz 86, 10: 45-48

s R

Art in the forest: Arte Sella in Italy (www.artesella.it)

Forest school
Outdoor school

Certification and labelling

Certification: of processes 2 of products
Products’quality
or
Quality performances
Systems Origins — typical
IS0 9000

products

Environmental
Management Systems
ISO 14001, EMAS

Health &

Safety OHSAS ———~
18001

Social Accountability
SA8000, AA1000, ...

Fairtrade
Transfair

FROHES FEST!
.B' e - —— - ﬁ

Examples of certified products: Christmas trees certified
by FSC in Switzerland (WWF 2005)

C. Subjective differentiation

Not a new product or an improved
product or services,

but an old product that is presented
and perceived as a new one

- Essential role of promotion




Promotion based not on real facts, but
on subjective perceptions/believes

“soft like the pue

perfume of

the oak” (?!) Jlid'ﬂrbidﬂ
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... leather
processed with
natural
products and
without the use
of synthetic
chemicals ...”

A label without |
any change in @&
the traditional §&

system of forest

management

Pinus mugo aromatic essence by PEFC
in Italy (PEFC 2006)

3. Promotion

Differentiation

DAVA
—~EFC 50

= SME in the forest
sector are very
week in promoting
their products,

= but they can take
advantage from the
use of “umbrella
labels”

Foun-th), B e 800 Ve B
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Improved visibility of SME through web advertising
ey
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4. Place: logistics

= Delivery time
= Products handling: containerization and
palletization

» Freight forwarding (i.e. several smaller
shipments from different plants combined)

= Warehousing

Networking,
integration

NWFP&S handling: heavily
influenced by climatic conditions,
seasonality and perishable
products

Principle of
relative :
transportability P
(Duerr) . i
s
=
T

Delivery time for Christmas trees and greenery from
Denmark (http://www.hedeselskabet.dk/)

Marketing strategies

Mass market: Danish Christmas trees, Irish
foliage, Albanian aromatic herbs, Finnish frozen or
Croatian fresh mushrooms:

= relatively low prices

- in many rural areas this is not a winning
strategy

|:> Main product development strategies

complementarity

+

l'(fomplementarit?\
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2 alternative strategies

>Specialized products: e.g. high AV
niches products

->Complementary products & services:
synergies with other products/services
(tourism, recreation), i.e. with other
economic operators

Specialized niches products

a case study:
chestnut

Chestnut

= 209 000 ha for chestnut
production

» 89 000 agricultural enterprises

= 76 000 ha orchards

= Varieties “Marrone” and
“Chestnut”

= Regions: Campania 51%, Calabria
12%, Latium 11%, Piedmont 9%,

Chestnut - Marketing

Characteristics

Positive

Negative

- good nutrient values

- different final uses

- high added value products
through processing

- easy storage (refrigeration)

- various by-products (honey,
mushrooms)

For. resources

- Difficulties in obtaining a
nut clean and of
homogeneous size

- Production variability

- Fresh nuts quality
maintenance problems

- Fungal infection and insect
attach to fresh fruits, weevil
damage during storage and
later

- high harvesting costs and
highly concentrated labour

( assessment

requirements

Chestnut - Distribution of

consumption of chestnuts (eeiini,
2003)

Chestnut Marrons
Peeled, for animal feeding and
other uses 5% <5%
Self consumption 5% 10-15%
consumption) 40 % 20-30%
Processing industry 10% 35-40%
Dried 10 %
Export 30% 15-20%

Segmentation

Ghestnut o kol
restoration of
chestnut orchards
(financial support by
Regional authorities)

= Access:

« Gathering of wild chestnuts is allowe

= Research:

. diseases, cultivation, graft and crown care

Financing,
economic
incentives

« recovering of old chestnut orchards and transformation of chestnut

coppice
« harvest techniques

10



marron from Castel del Rio, marron from Mugello, chestnut from
Monte Amiata, chestnut from Montella

= Certification under EU

regulations

« Registration of Protected
Designation of Origin (PDO) (Reg.
2081/92) L

« Protected Geographical Indication '56
(PGI) R

« Traditional Speciality Guaranteed

= OrgeniRRIgIROEEY (R90. 2092/91 and IFOAM)

‘ Marron from Mugello-Fano in Garfagnana ‘

Differentiation

Chestnut - Marketing
= Networking and promotion, e.g. local
associations for chestnut marketing
(www.marrone.net): - fairs, exhibitions,
museums,

Networking,
integration

T R Pl AL Wl T

e I i) nl...u;ﬁ.u...h-.-... S ed

T ST R e

e i

= Network of local municipalities
(the Italian Associazione
Nazionale Citta del Castagno)

-.A'-h'LI:HE ASSOCIATIONE NAZIONALE
Cnm DEL CASTAGND

New selling systems

= Direct sales: “Pick-up your chestnuts”:
selling directly to the consumers the right
to collect chestnut for a fixed rate or in
relation to the weight of collected fruits

= “Adopt your own chesnut tree’: chestnuts
picking and organised picnics under the
chestnut tree

= e-business:
« B2B: fresh chestnuts, semi-finished product
« B2C: jams, dried nuts,...

Differentiation

TR LE
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Product development

Package for making
the traditional
castagnaccio cake
(based on chestnut
flour, pine seeds,
raisins)

Dried soft chestnut

Lessons learned

= Vertical integration to sell the high
AV products

= Direct sales to increase forest
owners profits - investment in
orchards amelioration

- protection of property rights

= Public authorities: external support
in promotion, technical assistance
to forest owners

Complementary
products and serviceg

= products & services that
bring added value to some
other products or services,
but are not attractive
enough to succeed
alone.

Networking,
integration

In many Mediterranean countries:
a strong link between

Tourism, recreation
and landscape
protection policies

NWFPs marketing
policies

S

Leader EC project approach

Torggelen holydays: few days-
one week holidays (normally for
aged persons) based on

% m roasted fresh chestnut +
" m walnut +

m new red wine tasting +
m speck and the meat
organized in South Tyrol

— B T T —

htp:/www.

[ ¢

Networking,
integration

Willingness to
cooperate
among private

TRE THLERLE [ operators,

'
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Private/public
partnership in
promotion

comrmie rech o phch b by, Fu peod b HAHREH
an ErgarvEed gegen rab by owqany Fran T YR
ampey i ey e gk ot S Prasersas

We sell the product,
but also the
associated history,
monuments, events,
farm tourism, ...

o T e e L
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(http://www.umbri i i tartufo.htm)
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= La Sirado del Fusgs Pesgins

A common
instrument for
networking:

“la strada” (road —

http://www.stradadelfungo.it

http://www.marrone.net/rubriche/strada.htm [

NWFP

= imago product

© RAEN WREA R

hitp:/www appennino.infol

Lessons learned

= Territorial marketing

® |n many contexts the real constraint is
not the lack of natural capital, but that
of entrepreneurship

= Key factors: partnership private/public
actors, cooperative attitude = social
capital

From total marketing (4 Ps)...

... to social marketing = 2 “new” Ps
= Political power
= Public relations

Civil society, in the Mediterranean
region too, is playing an increasing

|'|:~Efmn QW FQRESTS
I CLEARCUT W TO s

i'.;' ELI 4 ..-.J .

From total marketing (4 Ps)...

... to social marketing:

Company’s decisions are taking into
account the long-term interests not only of
the internal but also of the external
stakeholders - Corporate Social
Responsibility

(Kotler, Armstrong, Saunders, Wong, 2001)

CSR, marketing based on ethical
principles:

= safety and health of workers,
consumers, local population

= no discrimination, no social inequality
= right to information, transparency
= sustainable use of natural resources

There is no conflict (no trade-off) between ethics and
economics (profit, value of the assets, ...)
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Thank you!

Davide Pettenella

University of Padova - Italy
davide.pettenella@unipd.it
www.tesaf.unipd.it/pettenella/index.html
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