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Marketing of Dates in Saudi Arabia:

Issues and Solutions

@ julaiMll oalall

Although the date sector in Saudi Arabia has a
global reputation and is recognised as one of the
country's most competitive economic industries,
date marketing faces many problems and obstacles
which have reflected negatively on the local date
market and on the competitiveness of Saudi dates
in the world market. Leveraging technical and cost
efficiencies is necessary to enhance the efficiency
of date marketing in Saudi Arabia and the sector’s
ability to meet local market needs and respond suc-
cessfully to international market challenges.

This research project aims, mainly, to explore the
current state of the date marketing system and mar-
keting services in Saudi Arabia, the key challenges
facing international trading for Saudi date produc-
ers, and the relationship between date marketing
efficiencies and the estimates of technical and cost
efficiencies using a two-stage data envelopment
analysis (DEA) approach. Special reference is made
to the objectives of date marketing traders: namely,
increasing the scale and margins of date marketing
and achieving the highest ratio of date marketing
margin to date marketing cost, thereby enabling
the impact of improved date marketing efficiency
to be determined. In addition, this project analyses
the determinants of technical and cost efficiencies
in an econometric framework using a TOBIT model
to assess the impact of these factors on date mar-
keting traders in Saudi Arabia, and to develop dy-
namic strategies to enhance the efficiency of date
marketing and produce a business model for it in
Saudi Arabia.

The research project focused on the major date
marketing locations in Saudi Arabia, namely,
Al-Madinah Al-Munawara, Riyadh, Al-Qassim, and
Al-Hasa. Commercial types of date include ajwa of
Al-Madinah Al-Munawara, segae of Riyadh, sukkari
of Al-Qassim, and khalas of Al-Hasa. The project sur-
veyed about 300 date dealers using a pre-prepared
questionnaire. Quantitative and qualitative statisti-
cal analysis were also applied to the collected data
on date marketing and marketing services in Saudi
Arabia.

The results of the project show that an average deal-
er's total average annual trading volume of dates is
approximately 820.5 tons. This includes all of the
different varieties of date in the major date-pro-
ducing regions, such as sukkari, khalas, segae, barhi
and ajwa. The procurement methods were catego-
rised into four sources: owned date farms, direct
purchase from other date farms, buying through

auction transaction, and contracting, with each
type fairly represented. Average date purchase
prices amounted to about SR 17,142 per ton. The
price varies according to the type of date, the pro-
curement source and the marketing channel. Ajwa
dates recorded the highest average selling price at
55493.41 SR per ton. Sukkari and segae came after
ajwa at 19,028.41 and 18,923.01 SR per ton respec-
tively. Khalas and barhi were the cheapest dates
sold by the dealers in the sample at 12,336.81 and
11,427.73 SR per ton respectively.

Retail prices are always higher than wholesale.
However, marketing spread and price mark-up vary
by type of date. These variations can be explained
by the differences between the different varieties
in terms of the marketing services required at the
retailing stage. Specialised wholesalers are less
wholesale price-oriented while specialised retailers
are more retail price-oriented. This shows that date
retail is becoming more oriented towards increased
marketing services, such as high-quality packaging,
grading, sorting and storage.

The value added by existing date institutions (deal-
ers) includes two main components: the marketing
cost, for marketing services rendered by the insti-
tution at the marketing level or channel; and the
marketing profits gained by the institution itself.
The figures presented were calculated based on
the data collected from the sample of dealers that
were investigated. They can be useful to guide date
dealers regarding trading decisions and opportuni-
ties available in the Saudi market to maximize their
marketing profits and to achieve marketing equilib-
rium. The following are the main conclusions:

1. Value added for sukkari date marketing is ex-
pected to be SR 13,499 per ton if the dealer
signs contracts with date producers and sells
directly to consumers. If sukkari dates are pro-
cured through contracting and sold through
wholesale channels; the expected value added
would be about SR 9,849 per ton. Buying sukka-
ri dates through auctions or procuring them
from owned date farms and retailing them pro-
duces a similar amount of value added (about
SR 4,700 per ton). Direct purchasing from other
farms and selling them adds SR 2,483 per ton.
Wholesaling sukkari production of owned date
farms is expected to add less value at around
SR 1,054 per ton.

2. Value added is expected to be the best for
khalas dates (SR 8,494 per ton) when date deal-
ers sign contracts with date farms and then
sell the produce in the local Saudi market. The
highest expected value added for segae dates
comes from purchasing them from other date
farms and reselling them through retailing



channels, giving value added of SR 9,964 per
ton.

3. The most successful ajwa date dealers (mainly
located in Al-Madinah Al-Munawara) own ajwa
date farms and sell their own produce. The val-
ue added by those dealers reaches about SR
26,615 per ton. As well as sukkari and khalas
dates, other varieties not mentioned in the ta-
ble have high expected value added (averag-
ing SR 8,905 per ton) when dealers have con-
tracts with producers to retail them in the local
market.

4. Date dealers that their own barhi date farms
can attain about SR 5,755 per ton by exporting
their produce. Exporting is not recommended
for dealers who do not own barhi farms. More-
over, exporting is not recommended for some
varieties of date such as sukkari and khalas. Se-
gae, ajwa and some other varieties have good
exporting opportunities, as the value added is
reasonable.

The date dealersin project sample were asked about
the labour employed in their businesses (adminis-
trative and technical), the space they have available
for grading, their storage space (non-cold and cold)
and their transport facilities (trucks) to determine
the existing marketing conditions for date dealers.
Dealers were divided according to the transactions
they carry out in the date market (retailer, whole-
saler, retailer and wholesaler, retailer and exporter,
and retailer, wholesaler and exporter). The results
showed that wholesalers have more date marketing
facilities than retailers. An average retailer employs
two administrators and three technical workers.
The average retailer has about 200 m2 for grading
dates, about 81 m2 of non-cold storage, and 42 m2
of cold storage. Retailers usually store approximate-
ly 68 tons of dates annually. Wholesalers in the sam-
ple employ approximately three administrators and
six technical workers. The average wholesaler has
an available area of about 220 m2 for grading dates,
about 185 m2 for non-cold storage and 119 m2 for
cold storage. Date retailers usually have one to two
trucks for their own business while wholesalers typ-
ically have two to three. The total investment of the
date traders studied in the sample is a representa-
tion of the wider date trading industry. Date whole-
saler investments total approximately SR 535,000
while retailer investments only total approximately
SR 353,000.

Date dealers in Saudi Arabia do not necessary own
all of their date marketing facilities within their own
businesses due to the seasonality of date marketing
practices. In many cases they purchase marketing
services from other marketing institutions, such as

cold storage and non-cold storage. Retailers typi-
cally need an average of 64 tons of purchased dates
from other marketing services providers. They also
store approximately 254 tons of dates in cold stor-
age owned by others in the marketing systems;
they tend to rent non-cold storage capacity for
about 100 tons of dates per annum. It is therefore
clear that date wholesalers need to rent fewer mar-
keting facilities as many own their own. However,
they need workers from other marketing institu-
tions to prepare their dates, such as seasonal work-
ers for the harvesting season.

Date marketers’ satisfaction with the services they
use has been measured from two angles: costs and
quality. For costs, the satisfaction level ranges be-
tween 2.61-3.40, except for transport costs which
was satisfactory with an average of 2.53.

The key issues facing dealers in the date market in
the regions covered in this study have been sur-
veyed and identified from three dimensions: tech-
nical, structural and behavioural.

Technical issues have the most impact on dealers
with an average of about 3.67 and a standard devia-
tion of about 0.84. Structural issues have the second
highest impact, averaging about 3.36 with a stand-
ard deviation of about 0.74. Finally, behavioural is-
sues averaged about 3.12 with a standard deviation
of about 1.03. Technical issues include:
- Weak quality
- High costs of provided date marketing services
- Slow procedures required for exporting dates
- Uncoordinated institutions: these have a me-
dium impact on the date market averaging
about 3.53 -3.81.

Structural issues with a high impact (3.41 - 4.20) are
as follows:
- Shortage of seasonal labourers and the emer-
gence of a black market for dates
- The emergence of non-local purchasing power
financing date-marketing operations
- Increased supply
- The absence of clear quality specifications and
standards
- Inadequate packaging and processing facto-
ries
- Lower demand

Structural issues with a medium impact of (2.61 -
3.40):
- Lack of inadequate marketing information
- Barriers to market entry and exit
- Existence of amonopoly (in quantity and price)
- Monopoly of marketing services



Behavioural issues were found to have a medium
impact on the date market averaging about (3.05 -
3.22):

Poor knowledge of price determination

Poor knowledge of best markets.

Lack of knowledge of marketing

Lack of knowledge of quality discrimination

Surveying the date market dealers in the regions
studied in this paper about their recommended
solutions to the main problems that they face re-
vealed the significance of almost all of our proposed
solutions, except promoting competition.

Based on the project objectives and aspired out-
comes, a business model for the date market in Sau-
di Arabia was developed. The developed business
model took the whole date sector in Saudi Arabia
into consideration as well as the need to establish
an integrated ecosystem accommodating the gov-
ernment, private stakeholders and society in gen-
eral. The business model is an input-output model
that consists of two main components: institutions,
and roles and responsibilities. The institutions com-
ponent comprises three layers, namely, the market
maker defined as the National Center for Palms and
Dates (NCPD), key stakeholders, and supporting
institutions. The other component of the business
model represents the key roles and responsibilities
of the concerned institutions represented in the
first component that include but are not limited to
the following:

1. Building infrastructure (e-commerce, efficient
marketing services, strengthen agricultural co-
operative societies, databases)

2. Setting rules and regulations (standards and

metrologies, monitoring systems, quality as-

surance, e-commerce regulations and stand-
ards, quality trademarks)

Insuring financial resources (venture capital)

4. Enhancing manpower capacity (youth incuba-
tors, minimum wage, enhance capacity of na-
tional manpower)

5. Raising public awareness and promoting cul-
ture of citizenship (health and nutrition aware-
ness, advertisement campaigns, and exhibi-
tions and food fairs)

The business model was shared with the national

stakeholders during a consultative workshop held

at King Abdulaziz City for Science and Technology

(KACST) and revised to take into account the discus-

sions held with the stakeholders and their views.

w

Date marketing efficiency was considered based on
five main marketing functions, including: transpor-
tation and distribution; grading and backing; non-

cold and cold storage; management and technical
labour; requirements for advertising and commis-
sion in the buying and selling of dates. The results
showed that decreasing the scale of the date mar-
ket from an average of 269 tons to 55 tons would
decrease technical efficiency from 100 per cent to
23 per cent. Also, cost efficiency would decrease
from 100 per cent to 35 per cent if date marketing
decreased from an average of 381 to 69 tons. This
implies that date market is more efficient when the
volumes being handled are larger. In other words,
economies of scale decrease input use and market-
ing costs per unit, thus increasing the technical and
cost efficiencies of date marketing in Saudi Arabia.
Maximising the date marketing margin, as an objec-
tive of date marketing efficiency, would have yield-
ed different results than those derived regarding
date marketing scale. The results show that about 41
per cent of date traders are 100 per cent technically
efficient. This implies that there is a need to adopt
marketing policies to minimise the input costs re-
quired for different date marketing functions.
Applying the ratio of date marketing margin to date
marketing cost as an indicator of classical date mar-
keting efficiency would also produce different re-
sults than the technical and cost efficiency aspects
of date marketing. The highest ratio does not mean
that the highest technical and cost efficiency. The
highest ratios were 222 and 519 with about 93 per
cent technical efficiency and 66 per cent cost effi-
ciency respectively.

The results also show that the impact of efficiency
determinants, including personal and date market-
ing unit characteristics, were non-significant; thus,
date marketing policy improvements would not be
affected by developments in these areas.

In conclusion, this study finds that to develop fur-
ther, date marketing in Saudi Arabia needs policies
that relate to the traditional concept of market ef-
ficiency in terms of the technical and cost efficien-
cy of date marketing. Such policies would help to
establish the programmes and tools needed to
achieve the marketing goals within the industry.
Based on the estimated results, Saudi Arabia has
great potential to improve its date marketing ef-
ficiency and achieve an additional 51 per cent of
added value annually, equivalent to about 6.88 bil-
lion SR per annum as a result of improved economic
efficiency.

Key words: Marketing efficiency, marketing servic-
es, a two-stage data envelopment analysis, market-
ing integration, SWOT, date sector business model
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