University of West Hungary
Faculty of Forestry

Theses of PhD dissertation

Utilization and marketing of
non-wood forest products

Prepared by:
Attila Hegedis

Sopron
2007




Doctoral school Roth Gyula Forest and Wildlife Management
Sciences

head: Prof. Dr. Sandor Farago6
Program: Forest Assets Management (E3)
head: Prof. Dr. Karoly Mészaros

Supervisor: Dr. Magdolna Stark, associate professor




1 Theme definition

Recently, the importance of natural lifestyle, bamd green products
(forest fruits, mushrooms, medicinal herbs etcg baen appraised.
An increasing demand can be observed for envirotniemdly
products in industrialized countries. There isagjra number of
traditional products, which were utilised and cansd previously by
rural, low-income people and currently these préslace reappearing
on the customer market as natural, sustainableupted

Forest products have two main divisions. In onge&et there are
wood products (logs, paper wood, and fuelwood), @ahdther forest
products grown whithout respect to the main prodyebod) are
classified as non-wood forest products (e.g. fonesshrooms, forest
fruits, Christmas trees).

In international relations investigating the ddfomns it can be told
that the definition of non-wood forest products linie the forest
services as well. Integrated approach has beeniedpph the
dissertation: either analysis of European situatananalysis of
Hungarian customer’s behaviour the products andsHmeices are
discussed together and not separated productsskorces.

Fluctuation of wood market, and new demands frogietp against
traditional forest management have resulted thagstoenterprises
have to diversify their own activities. This reformeans that forest
enterprises are on the way to market forgotten ymtsdand new
services.

In recent years, EU rural development policy hassperously

influenced the market of non-wood forest productd services. The
reform of Common Agriculture Policy (CAP) stronglgrefers

diversifying the rural activities and generatingmaon-agriculture

based incomes in the rural areas of EU membersstéitethis manner,
the incomes from non-wood forest products and sesvcan become
as significant source for local people in certadgions and certain
periods.




2 Objectives

The dissertation was prepared in such a periodBbabpe has been
under integration. Countries from former East andstblocks are
enforcing their rights and assuming obligationgha framework of
European Union. The author of the dissertation aavioiced that
Hungary has to know its divisions of national eawoies of EU

member states and has to position itself. Forestotor has also to
focus on information search and market segmentation

The aim of this research is not only to draw attentto further

improvement for general marketing approach, but tshighlight the

role and importance of forest products marketingfarest sector.
Marketing always starts from customer’s need arttdfe is no exact
knowledge regarding to societie’s demand towardsstgproducts and
services, the forest sector cannot exactly covedse

3 Hypotheses

Resarch hypotheses are the followings:

1. On European level the sector of non-wood fomsducts and
services is extremely comprehensive. Certain nooewdorest
products and services has become succussful inctistomer’'s
market, others have failed.

2. In Hungary, the non-wood forest products andvises are
differently considered by final urban customerse Malue order for
wood/non-wood/service is variable determined bfed#nt population
segments, dissenting economical and social viewpoin

3. Society has simple-minded expectation for cast forest services;
however, many of the services are costly (producedvice).
Hungarian urban customers have different willingne® pay.
Hungarian society indicates non-wood forest proglactd services as
free goods, but all of these goods have markeevalu

4. Characteristics of market can be applied to wond forest
products and services, but it works in a particiay. It may
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presume that the market of non-wood forest prodaictsservices has
dissatisfied the customer demand in Hungary.

4 Research methodology

The metodology of research has essentially coraeatron two
directions. On one hand, the research was condaciaading to the
European situation (secondary research). The expor of the
European circumstances was carried out with thep@upf COST
E30 research project. On the European level, thkkehanalysis of
non-wood forest products and services has focusedtr@ssing of
marketing features. In 1999, the analysis of Huiagaconditons was
started in frame of a diploma study.

On the other hand, the research was aiming at tfayss of
Hungarian customer’s behaviour in deeply. Eight ghman large
cities were selected, where altogether 1200 custmeere
guestionnaired (primary research). Questionnaie® \illed in at the
well-attanded place (malls, supermarkets, restasiyasf the cities.
The field research was realized between 23/02/2000631/03/2006,
during office hours. The primary research was edrriout by
guantitative method. This research was connected F&O
development project realized in 2006 in Hungarye Tdnalysis of
guestionnares was examined by statistical methods.

Furthermore, the paper builds upon methods of projgycle
management (PCM): goal tree — problem tree ana\SWOT-
analysis.




5 Research outcomes

5.1 European level research results

All over Europe there is great potential improvetr@mon-wood forest
products and services, and in this respect theblesstanent of new
enterprises has good opportunities, it also mdaatdgrt the sector there
are many business possibilities in the mid- andy [ome. The most
important reason for above the mentioned statemsetiitat a steadily
increased demand on unique, bio-, luxus products bEa observed
parallel with the rise of the living standards. Hmer, the sector has a
number of impeding factors. On national level, tlogest policy
instruments (legal, organizational, informatiorfedancial) prefer much
better the traditional forest management thanzatibn of non-wood
goods of forest. At time same time to tell theltruhese products have
minor incomes (below 10%) compared to incomes fwayod products.
Another impeding factor is that the customer sgcietlicates a major
part of the non-wood forest products and servicegublic property,
namely the society has no willingness to pay, imespf the fact that
these products and services have market value.

Based on Europaen level research the paper pamthat the sector
of non-wood forest products and services includésr@ge variety of

both products (from food to handicrafts) and sewifrom recreation
to funerals), and it is connected with many brasobiethe economy,
such as food industry, education, recreation andsim, decoration,
health care, sport, and even art and music. Botlketable (food

products, tourism packages) and non-marketablel¢tape, clean air,
biodiversity) products and services are suppliedfeiznt system of
property rights regulation (more liberal Scandiaayi harder
Mediterranean control) influence the marketing pt&és of non-

wood forest products and services in different c@onomic

contexts.

Every single product and service requires differenarketing
strategies. Therefore, it is almost impossible &y down rules
applicable for the whole soctor.

In regional respect, the differences between Easterd Western
Europe are appeared in connection with non-wooekstqoroducts and
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services as well. Typically, the large west-europeastomer markets
(German, English market) have small amount of ddimgsoducts,

they have given preferences to imported non-woadstoproducts
from East-Europe (Romania, Bulgaria etc.), whemrdhs a strong
orientation to export market and the national maikeuite weak.

It has been found that the more non-wood forestymts become
industrial products, meaning that the products appe the market at
the wholesaler scale (e.g. Christmas trees in Ddqgnfaliage in
Ireland), the less non-wood forest products areneoted to the
natural forest.

In the light of the above mentioned restrictionasdd on European
scanned case studies the following statementse&anrmarized.

Generally, the whole sector can be described aspreduct oriented.
There is a clear need to change this approach dsveamore customer
oriented direction. After small and micro enterpsisn the rural areas
cannot access market information by themselvegefinie public
institutions (chambers, developing centres, comgulpffices etc.)
have to support this development. Market actorselthe knowledge
and access to the customers in the marketing clseaand can play
important role in this process.

On the basis of analysed case studies the pap@smit that it can be
separeted non-wood forest products as mass, resgdgcpecialized
products and services, as well as complementardupte and
services.

In favour of business success, the mass productpamies need to
develop greater product differentation and move the value chain
towards more innovative specialized products. Farccsssful
marketing one of the most important conditions as check the
guality. This leads to standardization and tradesafkmass products
and to different kinds of certification systems $mecialized products.

Territorial marketing is one of the new forms di@éncy. Formation
of marketing needs networking: co-operating comgsninstitutions,
authorities, private persons. These market padit are acting on
the market as using the positive possibilitiesheirtown synergies.

The cooperating organizations offer a certain pcbdervice package
in a certain region towards the customers. It igartant to emphasize
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the tight conformity between the region and thedpat/service. The
connection between the region and the productfsemeans a certain
kind of differentiations, for example a chestnutrton Toscany cannot
mix up with anything. The analysed internationaesaprove that the
territorial marketing turned out to be marketabiel gauccessful. This
requires high level organizational cooperation antliicates that there
is a need for innovation at the organizational leve

Regulations and property rights vary from produxtproduct and
from one country to another. This variety can bensiom North to
South in Europe. While Everyman’s right works inaBdinavian
region, meaning that every citizen has a rightitk mp mushroom
and berries, or camp out in the forest — irrespedtiom ownership of
forest - free of charge. In Italy, however, thege strict law for
gathering forest mushrooms, truffles, herbs; it msethat collectors
have to buy so called gathering permissions (tg)ket

The gathering tickets are valid for certain quan{e.g. 1 kg), and
certain species. The possibilities and the barriefsgathering
permissions change by province in Italy.

External factors, such as climatic conditions, gediseases, and the
seasonality of demand or raw material supply chaldignalized as a
problem for all non-wood forest products and seviclhe best way
to overcome the risks is offered by complementaogpcts.

5.2 Hungarian level research results

Research results reveal that a typical Hungariraruforest visitor
lives a family, mainly visits forest in spring asdmmer, at least holds
high-school graduation, earns gross 160-300 thali$#loF, and at
95% probability is not a member of any nature andirenmental
protection association.

During forest visits the most important things #ne fresh air and
quietness. In the visited forest the most charegtértourism objects
are the thematic trails (e.g. learning trail). 4t donnected with the
most frequented activities as rest, walk, and esioar But next to
these or instead of them urban customers are akso é&n hunting and
horse-back riding. Due to lack of free time peoypilgt forest less.
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According to asked urban customers, the most impoproblem is
the missing of clearness; it means that thereasrnoch rubbish in the
forest. Definitions, activities of traditional st management are not
known by typical forest visitor.

In relation to financing of forest activities therést visitors are
willing to pay 1% of personal income tax and off@untary work,
but concrete payments are mostly rejected. Themaaedation between
willingness to pay and income, educational levedcduse higher
salary, educational level fit higher willingness pay. The forest
visitors are not able to recognize costs connetiefbrest services,
but they are ready to spend limited amount of mofay forest
service. Forest service costs are expected to bwered by everbody
else (government, forest managing company, hotel3. @nalysing
of concrete payments for forest service it candbe that horse-back
rinding, forest entertainment (e.g. concert), foresploration (e.g.
learning trail) and forest schools have got thehésy rate for
willingness to pay. In regional respect,d&wand Pécs hold the highest
rate for willingness to pay, but with complete aarty non-adjustable
that there is connection between willingness to pay country
districts.

Based on asking urban people a consumption listagagrred with
200 different non-wood forest products.

Maximum number of listed non-wood forest produc&swound in
Salgotarjan, the least in Debrecen. The well knovn-wood forest
products are forest mushrooms, respectively foamtlymts derived
from them. The Christmas tree as well as charca@s mot come to
their mind as non-wood forest products.

After deep analysis the dissertation states thatnibn-wood forest
product market in present conditions is not ableatisfy customer’s
needs, because in case of each product the poteemtand exceeded
the actual demand.

The most significant potential demand can be oleskrfior body
medications (e.g. body lotion) made from foresinfdathe smallest
difference between potential demand and actual ddn@an be
indicated in the case of Christmas trees.




It cannot be clearly reported that the buyers oh-wood forest
products have higher income level; it means thasehproducts are
not expressly belonging to premium costumer’s segm&s a result
of obtained answers, there is a relation betweért b&aforest visiting
and later realized buying attitude, namely buyéf®@st products are
simultaneously more frequented forest visitors.

Analysing the background of Christmas tree purcltadi can be laid
down as a fact that the greatest number of Christineges are bought
by members of age-group 40-49 years old. Furthegmibrcan be
observed that the younger age-group (18-29 yean$ i3l less
interested in Christmas tree purchasing; it mehissdctivity belongs
to older members of the family. The lower educalidevel follows
lower willingness of Christmas tree purchasing, this assumption
was not verified. On the other hand, the income @hdstmas tree
purchasing show a relation: higher income leveltitached to bigger
willingness of Christmas tree purchasing.

According to asked urban customers for the whole-wood forest
products sector the most important factors infleehon purchasing
are price, quality, environmental-friendly prodycits ecological
character and quality certificates.
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6 Theses

1. This paper demonstrates that in favour of bssinguccess, the
mass product companies need to develop greater ugrod
differentation and move into the value chain towarbre innovative,
specialized products. For successful marketing ohethe most
important conditions is to check the quality. Thisads to
standardization and trademarks of mass products tandifferent
kinds of certification systems for specialized proid.

2. On the basis of analysed case studies the tissarconcludes that
territorial marketing is one of new forms of eféacy in non-wood
forest product/service sector. The cooperating ropgdions offer a
certain product-service package in a certain regiomlirection of

customers.

3. It has been found that the less non-wood fgmextucts connects to
the natural forest the more non-wood forest prazlubecome
industrial products. In case of forest serviceg tmtural forest
characters are falled off, if forest service intgns increased.

4. The study points out that the forest visitoes r@ot able to recognize
costs connected to forest services, but they addyreo spend limited
amount of money for forest services. Costs of fosegvices are
expected to be covered by anybody else (governmimgst
management companies, hotels etc.). Analysing ofrete payments
for forest services it can be told that horse-baickling, forest
entertainment (e.g. concert), forest exploratiag.(karning trail) and
forest schools have got the highest rate for vghiess to pay.

5. It is verified that the non-wood forest producarket in present
conditions is not able to satisfy customer’s nebdsause in case of
each product the potential demand exceeds thel gitential. There

is expansion possibility on improvement of markgtiaols in order to

stimulate the market. The most significant potérdiamand can be
observed for body medications (e.g. body lotion)dendrom forest

plants, the smallest difference between potenthahd and actual
demand can be indicated in case of Christmas tree.
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6. The paper states that the buyers of non-woaesfgroducts have
not higher income level; it means that these prtsdae not expressly
belonging to the premium costumer segment. As altre$ obtained

answers, there is relation between habit of fovesiting and later

realized buying attitude, namely buyers of foresbdpcts are

simultaneously more frequented forest visitors.

7 Recommendations

After the customer analysis the goal tree of nomavdorest
product/service sector was prepared. There are figkls that can be
suggested for developing utilization of non-wood reki
product/service.

In so far as forest policy instruments (legal, aigational,
informational, and financial) would draw attentitmthe whole forest
products/services on the same level, it could heeetably important
development for both private and state-owned forest

Concerning legal issues, it is important to essdibtilear regulations
for forest owners, collectors of non-wood forestdarcts. At present,
the Hungarian forestry act says that the non-waoedst products are
free to collect in state-owned forests for own nebdt not for
commercial need. For collection on a commercialelewvritten
permission from forest managing organization isunegl. In private
forests, rights of utilization of non-wood foresbgducts belong to the
owner of the forest. Visitors are allowed to locateprivate forests,
but activities like mushroom picking or honey makiosannot be
accomplished without permission from the ownerds Tagulation is
difficult to execute in practice and pickers collemn-wood forest
products without any payment for the owners. Furtioge, it should
be declared the own need definition per persordagmper volume.

It would be very useful to create a written agreetrieetween forest
managing organizations and collector companiesoofwood forest
products, forest service provider enterprises (edipg-school, etc.)
in order to make a frame for utilization of non-wioforest products,
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services. This agreement would also include theepfor gathering
and forest utilization.

Generally, the whole sector can be described asrg product
oriented. There is a clear need to change thisoapph towards a
more customer oriented direction. To achieve tlygsss it is needed
further efforts on marketing research. In this ps=cthe tools of forest
product marketing must have a significant role.pktnning of forest
visiting promotions (PR campaign etc.) the marlgtiesearch results
have to be taken into consideration.

If there is a possibility to create a real marketgublic goods (society
acceptence, establishment of legal-organizatiomakdround), this
could generate meaningful development on the whoitewood forest
product/service sector.

Strengthening of the entrepreneur side can inflaethe unsatisfied
customer segment§. Local non-wood forest product processing can
be added to the ecotourism services, village acdatians. This
activity can improve the diversification of the theral area, create
jobs and extend the value of other non-wood fopestiucts as well.

In this matter the territorial marketing has an aripnt role, because
this type of marketing is based on networking ofrket actors and
territorial branding.

It can be expected further development on compaaéading with
non-wood forest products. It is needed to monib@sé companies in
order to make clear market picture, respectiveppre database for
this sector as well. At this moment, there is ntadase at all, which
makes any development program difficult.

In future research and development projects it lmarsignificant to
stress improving and market extanding of non-wom@dt products
and services. Economic Monitoring Network of PrevaForests
ensures research base, it can be suggested toochmmysupply market
research.

This paper proposes to issue professional leafégtd organize
workshop in order to promote non-wood forest prasland services.
Furthermore, series of article are expected to iplubln forest
newspaper “Erdészeti Lapok”.
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