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1. Executive Summary 

The project undertaken the last 2 months aims to find and show a strategic path for the 

Tunisian North West production of essential oils, looking for a better positioning. 

COMPETITIVENESS has an extensive experience world wide in providing this type of 

strategic analysis using its own methodology, based on the strategic concepts developed 

by Harvard University Professor Michael Porter like the 5 Forces of the Industry, the 

Value Chain or the Strategic Business Segments. 

The project started with the identification of the main uses of the plants shortlisted in the 

Terms of Reference: rosemary, myrtle, thyme, lentisque, eucalyptus and cedar. When 

looking at the similarities, the uses they have in common are food and wellness applica-

tions including cosmetics and medicinal uses of the herbs. Therefore, the strategic seg-

mentation has been done according to these uses. 

In order to start with the strategic segmentation it is required to first analyze the main 

markets and global industry trends. It is relevant to mention that in recent years, a new 

type of consumer has emerged: the Global Socially-Conscious Consumer. This new con-

sumer is conscious about the health and wants to buy wellness and natural products, 

conscious about the flavor and indulgence experiences in general, conscious about the 

environment and interested in the origin of products. Considering that, the identification 

of strategic segments was done for the food industry (herbs and spices) and the wellness 

(cosmetics), as well as the analysis of attractiveness. The segments in which the herb 

producers in Tunisia currently compete are òFeed dry: oriented to consumers which moti-

vation is only to be fed and the products have long shelf lifeó, and òchemical wellness + 

product: the cosmetics that are made from chemical ingredientsó. In both cases the at-

tractiveness of the segment is low. In the case of òFeed dryó low attractiveness is due to 

the low barriers of entry and high rivalry coming from lower cost production countries. 

The margin is taken either by the highly concentrated suppliers (seeds, fertilizers, etc.) 

or by the buyers (the large spice producers and the distribution market). 

For the òChemical wellness + productó the low attractiveness comes from the rivalry that 

is based in cost and volume, leaving no room for any other differentiation and making 

possible that low-cost countries like China and India are increasingly growing as suppli-

ers. With this tight rivalry the margin left is low and mostly captured by large cosmetics 

companies that are big players who control the market.  

However, two other segments with higher attractiveness were identified that could be 

better for the Tunisian producers. In the case of food this is the òFresh/pleasure segment: 

consumers looking for a treat and interested in high quality fresh herbs with a short shelf 

lifeó. In this segment the switching costs to a new supplier are higher for the buyer com-

pared to the dry segment, due to the cold supply chain needed to guarantee the constant 
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supply of freshness and quality to retail markets (less amounts and more often). Along-

side, there is less rivalry as seasonality and distance reduces the number of competitors 

in the market. It is clearly a better business for the Tunisian suppliers of fresh herbs who 

could sell fresh in nearby countries and/or through the Netherlands (European hub for 

fresh agro products).  

In the case of wellness products, there is the segment of òWellness natural products + 

service (spa)ó, where products are made from natural ingredients without chemicals, and 

sold directly to spas, wellness, yoga and aromatherapy centers, in which the attractive-

ness is also high. Switching cost for those centers to a new supplier of essential oils or 

natural cosmetics is higher; because they believe in the impact the quality of ingredients 

has in the overall experience, often using the story of origin behind the natural products 

to differentiate from the rest. This segment has clearly a potential in Tunisia also because 

of the increasing demand of tourism of thalassotherapy hotels that could be linked to. 

After having presented the analysis of all the segments mentioned above on the first 

intermediate report, the FHI 360 team decided to keep working on the segment of 

òWellness natural products + service (SPAs)ó. Therefore, the project has moved forward 

focusing only on the analysis of the chosen segment.  

The 2nd part of the analysis started by identifying the benchmarking interviews to be 

done. Since neither the ACEA nor the FHI 360 team could join the benchmarking trip, they 

approved to do the interviews through Skype instead of a trip for in person interviews. 

The budget of the trip was used to do more interviews to cover other buyers and inter-

esting companies. The interviews were useful to identify the advanced buyer purchase 

criteria of this segment as well as the ideal value chain and the key success factors. It is 

important to highlight that the main difference between the ideal value chain and the 

current one, is that the products are formulated thinking holistically in their use through 

the final experience. This can go from a sensorial application like aromatherapy or mix 

of creams and oils to do a massage. Thus, it has to be formulated with the input and 

knowledge from the therapist who is in direct contact with the final consumer. This is a 

total change from the current situation where the producer formulates the product and 

sells it to the market with a push model. Also, in order to formulate the products, tradi-

tional uses of herbs for medicinal purposes must be recovered focusing on native plants 

and herbs. 

A key strategy in this segment is to have ownership over the formulation process; this is 

not to say to make the products but to have the plant knowledge that allows creating 

the products for specific results and experiences. As learnt from the benchmarking inter-

views, even the smallest companies, they have this is common. They might subcontract the 

production but they own the formulation process. Other key success factors that the Tu-

nisian producers must consider are of course the natural and organic process of produc-

tion, from planting (if the plant is not wild), harvesting to the final packaging, and its 
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traceability to have evidence on that. It is also very important to explain the history of 

the producer and the origins of the plants, so all has to be adapted to explain the truth. 

Finally it becomes crucial to train the therapists of the spas in the use of the products, 

because they are the prescribers who will help the consumer in choosing the mix that 

he/she will be experiencing. 

Finally, the findings in the research say that the companies competing in this strategic 

segment started being local with a reduced range of products (for example just essential 

oils) to increase it later on. Since the business requires not only selling the product but 

also adding some services to the spas and aromatherapy centers, such as trainings, the 

companies start doing this locally. Once they have the local experience, then they move 

to increase the range of products by acquiring the needed skills to formulate creams, 

peels, scrubs, masks, etc. to use them in the spas. Finally, they start selling to spas from 

other countries, but always providing the service in each country instead of just exporting 

the products. This sequence is important because at each step the company needs to have 

the knowledge and have completed the learning experience to move to the next one, 

and these are transitions that probably need years to happen. 

Finally, the document ends with some recommendations of the next steps and the areas 

of improvement that will allow continuing the work by defining the action plan to be 

done to make the change. It is all about how the North West Tunisian essential oil pro-

ducers could take advantage of the country´s privileged position as a leading tourism 

destination in thalassotherapy treatments.  The mix of thalassotherapy and use of local 

healing herbs could work to sell a unique concept in the world and explain the story and 

its origins. This is similar to the natural cosmetics producers in Iceland that are able to 

promote their products and sell experiences thanks to the increasing amount of tourist 

that visit the country every year interested in the wild, natural and wellness aspect of 

the country. 
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2. Industry Analysis: Main markets and relevant 
global trends 

According to the Terms of Reference of this project, the short list of plants considered in 

the analysis is: rosemary, myrtle, thyme, lentisque, eucalyptus and cedar. In the following 

table, we can see the main uses of these herbs, however it is not limited to. 

Table 1 - Main uses of the herbs analyzed 

Product Description Dry use Fresh use 

Rosemary Perennial herb and, the leaves, 
twigs, and flowering apices are 
extracted for use. 

Spices, culinary condiment( 
butter oilsé) , nutraceutical, 
herbalism and essential oil. 

Spices 

Thyme Perennial herb and, the leaves, 
twigs, and flowering apices are 
extracted for use. 

Spices, culinary condiment( 
butter oilsé) nutraceutical, 
herbalism and essential oil. 

Spices 

Myrtle Tree of the same family as tea 
tree and eucalyptus with aro-
matic flowers and leafs. 

Spices (not very common, only 
used in regions of origin), es-
sential oil, cosmetics 
(ex.soaps), nutraceutical, herb-
alism.  

Floral Sup-
plies 

Eucalyptus Tree in the myrtle family, origi-
nally from Australia. 

Culinary condiment, Essential 
oil, wood, nutraceutical and 
herbalism.  

Floral Sup-
plies 

Cedar Indigenous to the Lebanese 
mountains, the southwest of Tur-
key, Cyprus, the Atlas Moun-
tains, and the Himalayas, the 
cedar tree is also found in Asia, 
Africa, and the Americas. Cedar 
oil is the essential oil extracted 
from the leaves and wood.  

Essential oil, culinary condi-
ment (dry cedar leafs 
tea),aromatheraphy (incense), 
wood, nutraceutical and herb-
alism. 

NA 

Lentisque Pistacia lentiscus is a shrub or 
tree,, with a strong smell of 
resin, growing in dry and rocky 
areas in Mediterranean Europe. 
The part used are the leaves. 

Essential oil, resin (in natural 
perfumery, mastic absolute 
lentisque is used in, incense 
perfumes, amber bases, and 
floral notes), wood, herbalism. 

NA 

Source: Made by author 

When looking at the similarities, the uses they have in common are food and wellness 

applications, including cosmetics and medicinal uses of the herbs.  
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Market of dry herbs, spices, cosmetics products and essential oils.  

As it can be seen in the figures below,  India has clearly been the top producer of spices 

over the last 5 years and also the top exporter in 2016 together with China. Imports are 

mostly distributed between the US and Europe, as well as some part in Asia.  

Figure 1- Top 10 countries producing spices 2011-2016 

 

Source: http://www.fao.org/faostat/en/#data/QC/ visualize 

 

Figure 2 - Exports and imports countries share in 2016  

 

 

Source: https://atlas.media.mit.edu/en/profile/hs92/0910/  

 

When looking at the cosmetics products markets, as shown in the figure below, global 

cosmetics market has had a positive growth in the last 10 years.  

  

http://www.fao.org/faostat/en/
http://www.fao.org/faostat/en/
http://www.fao.org/faostat/en/
https://atlas.media.mit.edu/en/profile/hs92/0910/
https://atlas.media.mit.edu/en/profile/hs92/0910/
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Figure 3 - Annual growth of the global cosmetics market from 2004 to 2017 

 

Source: https://www.statista.com/statistics/297070/growth-rate-of-the-global-cosmetics-market/  

 

Regarding exports and imports, in 2016, France and the United States were the leading 

exporters, and China and the United Sates led in imports.  

Figure 4 - Country share of exports and imports of the beauty products in 2016 

 

Source: https://atlas.media.mit.edu/en/profile/hs92/3304 /  

When looking at data of essential oils, India and the United States were the largest 

exporters followed closely by China in 2016. On the other hand, the imports in 2016 

were clearly led by France and Brazil and the United States. France and United States 

may use the essential oils as ingredients to elaborate their cosmetics products, since as 

shown before both countries are leading exporters. 

https://www.statista.com/statistics/297070/growth-rate-of-the-global-cosmetics-market/
https://www.statista.com/statistics/297070/growth-rate-of-the-global-cosmetics-market/
https://atlas.media.mit.edu/en/profile/hs92/3304/
https://atlas.media.mit.edu/en/profile/hs92/3304/
https://atlas.media.mit.edu/en/profile/hs92/3304/
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Figure 5 - Essential oils exported and imports share of top countries in 2016 

 

Source: https://atlas.media.mit.edu/en/profile/hs92/3301/  

Relevant global trends 

In recent years, a new type of consumer has emerged: the Global Socially-Conscious 

Consumer. This phenomenon has seen an accelerated growth shaping the purchasing cri-

teria of a vast group of people worldwide. 

Figure 6 - Who is the global, socially conscious consumer? 

 

Source: A Nielsen Report ð The Global Socially-Conscious Consumer, 2012 

According to Nielsen the Global, Socially-Conscious Consumer is a young person (63% 

under the age of 40%), green (66% think companies should support the environment) 

and is willing to pay more money for socially responsible products and services. 

The Global, Socially-Conscious Consumer is changing the industry due to the different 

ways of consuming: 

https://atlas.media.mit.edu/en/profile/hs92/3301/
https://atlas.media.mit.edu/en/profile/hs92/3301/
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Á Health and wellbeing: This consumer is conscious on his/her health and well be-

ing, always looking for natural products with a focus on maximizing the nutrition: 

òGood for youó. 

Á Convenience: This consumer is conscious on his/her lack of time and since he/she 

works doesnõt have enough time to cook. Therefore he/she is looking for easy to 

cook and ready to eat products that preserve nutritional, health and tasting 

qualities. It doesnõt mean the consumer is not interested in cooking, but as more 

like a hobby or an enjoying experience. 

Á Taste and variety: this consumer is also conscious on the taste and flavors, so 

looking for culinary experiences, and buying òPremiumó products, as a moment 

of indulgence and pleasure. 

Á Environmentally conscious: this consumer is always looking for green products 

that are good for the environment and ethical companies. 

Á  Socially conscious: this consumer is willing to pay more for socially responsible 

products and interested in the origin of the products and the history of who con-

tribute in producing them. 

 

Figure 7 - Different definitions of the socially conscious consumer1 

 

Source: https://www.personadesign.ie/social-responsibility-how-to-build-a-socially-conscious-brand/  

The Global, Socially-Conscious Consumer wants to buy products and services that are 

good for them as individuals as well as for the planet. His/her way of understanding the 

companies is not to maximize the benefit but to maximize the prosperity of the community 

where the company works. So this consumer is not interested in the best products or 

companies in the world but in the best products or companies for the world. 

Even if the explanation given about this type of consumer is based in research about 

ongoing trends, the objective is to try and find information for the strategic segmentation 

                                                 

1 https://www.personadesign.ie/social-responsibility-how-to-build-a-socially-conscious-brand/  

 



Final Report - Strategic Segmentation of the GVC of Essential Oils and Natural Extracts 

-  9  -  

and identify new businesses in this industry. This process is not easy because sometimes 

the new segments identified may not exist yet, but the trends show it is emerging. In fact, 

in this case there are already some examples or companies who are selling their products 

to this type of consumer: 

Everlane:  

https://www.everlane.com/ 

 It is a company from San Francisco that sells apparel products. They produce their 

clothes in what they call ethical factories from around the world, giving a compliance 

audit to evaluate factors like fair wages and working hours, and environment. They share 

these stories with the clients and they share the true cost of every product they make. 

Their base line is òRadical Transparencyó. See an example of the cost of a T-shirt: 

 

 

Sustainable harvest:  

https://www.sustainableharvest.com/ 

https://www.everlane.com/
https://www.sustainableharvest.com/
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Sustainable harvest is an innovative coffee business in the heart of Portland, a leading 

city in the specialty coffee market. Sustainable Harvest connects coffee buyers to coffee 

growers to negotiate price directly, discuss quality expectations, and create shared un-

derstanding. They use the Relationship Coffee Model, transforming a traditionally linear 

supply chain into an engine for transparency and collaboration allowing the direct of 

trade of coffee from farm to roaster. Having offices in four coffee-producing countries 

enables the company to easily trace lots back to the producers who grew them, empow-

ering coffee producers that invest in quality single origin coffee rather than quantity. 

 Conceptual Tools 

The Methodology for the Strategic analysis used by the COMPETITIVENESS team in 

charge of this project, is based on the concepts developed by Harvard University Pro-

fessor Michael E. Porter in his books òCompetitive Strategyó (1980), òCompetitive Ad-

vantageó (1985), òThe competitive Advantage of Nationsó (1990) and òOn Competitionó 

(1998). The developed conceptual tools as the 5 forces of the Industry, the Value Chain 

or Strategic business segments are models commonly used in COMPETITIVENESS projects.  

The figure below represents the conceptual tools used in the following sections. 

Figure 8 - Conceptual tools for the analysis 

 

Source: COMPETITIVENESS Methodology 
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The analysis started looking into the industry trends at a global level including the macro 

and consumer trends, in order to understand the sector where the companies will be 

competing. In this part the results were industry trends, how they are evolving and if 

there have been any changes that could have a structural impact. 

After that, the identification of strategic segments was done, looking for sector portions 
that behave in a similar manner from a business point of view. Thus, different busi-
nesses within the industry were identified as well as if they were attractive, the growth, 
the barriers and power relationships. These results show if the companies in the North-
western cluster in Tunisia were at the right business or had to change into another one, 
better suited for them.  
This part will end by identifying the advanced buyer purchase criteria of the ideal 
strategic segment (the segment selected by the FHI360 team as the most attractive for 
the beneficiaries of the North West area of Tunisia). Further information can be found 
in the following sections of this report. 
 

After that, the analysis continued to find the strategic option, which is the strategy that 

a company follows to beat its competitors. That was the moment to identify what the 

critical success factors to compete were and how the local value chain needed to improve 

to get there. 

Strategic Segmentation 

Once the main data of the industries related to the herbs and plans applications had 

been reviewed, the next step was to identify the different strategic segments that ex-

isted.  

A strategic segment is a function of both the product and the user or market group that 

the product serves.  The strategic segments are distinct from one another because the 

relative strength of the òFive Forces that shape the competitive strategyó2 and are dif-

ferent in each case. Therefore the value chain required to support each one is also dif-

ferent.  The strategic segmentation is not country-specific but rather provides a global 

overview of the segments that exist within one industry. 

                                                 
2 Porter, Michael E. (2008). The Five Competitive Forces That Shape Strategy. HBR, Harvard Business Review. Retrieved at 
March 4, 2016 



Final Report - Strategic Segmentation of the GVC of Essential Oils and Natural Extracts 

-  1 2  -  

Table 2 - Matrix of the Strategic Segmentation 

 

Source: COMPETITIVENESS Methodology 

Once the different strategic segments are identified, Michael Porterõs ôFive Forcesõ ana-

lytical tool is used to assess industry attractiveness by determining the profitability of an 

industry or sector (strategic segment).  By assessing the relative bargaining power of 

buyers and suppliers, the intensity of competitive rivalry, the threat of new entrants and 

the threat of substitutes, the tool provides an insight into which actors appropriate the 

bulk of the available profits in the value chain.   

Figure 9 - Five Forces of Michael Porter to assess the attractiveness of a strategic segment 

 

 



Final Report - Strategic Segmentation of the GVC of Essential Oils and Natural Extracts 

-  1 3  -  

Figure 10 - 3 Forces of the vertical axis: Is there margin in this business? 

 

The vertical axis of the Five Forces analysis formed by 3 forces is used to determine if 

there is margin at that particular business. By the combination of understanding how the 

thread of new entrants (barriers of entry) are, as well as the rivalry and the thread of 

substitute products, the result will explain if there is margin or not at the strategic segment 

that is being analyzed. 

 

Figure 11 - 2 Forces of the horizontal axis: Who is mostly capturing the margin in this busi-

ness? 

 

The horizontal axis is used to know which player of the value chain in that particular 

strategic segment is mostly capturing the margin. In order to apply it right, it is important 

to locate the beneficiaries of the project in the center of the 2 forces. In this case, the 

beneficiaries are the producers of essential oils. Having in mind this is important in order 

to identify who their suppliers and buyers are, and which is the bargaining power of 

them compared to the beneficiaries. The result of this analysis will determine who is in 

the value chain capturing most part of the margin. 

 

Advanced Buyers Purchase Criteria (BPCs) and benchmarking 

interviews 

This part of the analysis starts by establishing the hypothesis to be contrasted 

during the benchmarking interviews, and that in fact, the analysis done so 

far brought to identify value chain gaps and business environment deficien-

cies. 

Once the strategic segment is chosen, different interviews with advanced buyers and 

other relevant industry experts have been set up to understand their purchase criteria. 

This is key to carry out a thorough gap analysis, identifying what upgrades are necessary 

in the current value chain in Tunisia to move into a more attractive strategic segment. The 

advanced buyers must not be confused with potential buyers; they are not interviews for 

commercial purposes but only as a research in order to analyze what they require. The 

advanced buyers are the ones who already buy at that particular strategic segment, in 

which Tunisia is not yet there. 
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The benchmarking interviews will also be done to other agents of the new segment value 

chain, to understand all the rest of activities as the way of harvesting, distillation process, 

logistics, etc. They are useful not only to complete a more solid analysis but also to obtain 

key first-hand inputs. 

 

Generic strategic options, Key Success Factors, value chain and areas or 

improvement 

After the analysis done at the level of the strategic segment, the generic strategic options 

need to be identified to know the strategy that a company follows to beat its competitors. 

As it can be seen in the figure below, the options are: Product or Multi-Product (if the 

strategy is only one product, or other products can be added to grow), and the geo-

graphic scope, which is local (same region, country) or global. Being global sometimes 

does not only mean exporting but also having some infrastructure at the country were 

selling, or providing some service. It all will depend in each strategic segment. This is 

actually what it needs to be found out after: the Key Success Factors (KSFs) necessary to 

compete on it successfully, according to the buyer purchase criteria found during the 

interviews of international buyers.  

 

Figure 12 - Generic Strategic Options 

 

Source: COMPETITIVENESS Methodology 

 

Lastly, the ideal value chain for the ideal strategic segment needs to be identified. Ac-

tually the objective is to identify the gap between the current value chain in Tunisia and 

the ideal Value Chain needed to compete in the identified segment, as the most attractive 

one. By comparing the activities of the two value chains (current vs. ideal) it will be 
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possible to identify the areas of improvement. Then it will be possible to evaluate if it 

would be feasible for the current local producers, artisans and companies in Tunisia to 

develop the value chain to this new ideal one. The gaps between the two value chains 

(current vs ideal) will actually be the areas of improvement that need to be fixed in 

order to make the change. 

Figure 13 - Value chain representation 

 

Source: Michael Porter strategic concepts 

 



Final Report - Strategic Segmentation of the GVC of Essential Oils and Natural Extracts 

-  1 6  -  

3. Strategic Segmentation 

Food Industry 

The following strategy segmentation includes all the products and services that are in-

cluded in the food sector, considering the herbs and spices.  

Table 3 - Strategy Segmentation Matrix of the Food sector (herbs and spices) 

 

 

The horizontal axis gathers the motivation that the user has when consuming the herbs 

and spices; whereas the vertical axis differentiates between the shelf life of each prod-

uct, if its something dry that can be stockable for a long time (months) or a fresh product 

that expires in days.  

 

Description of the segments 

Figure 14 - Segment A1: Feed dry and stockable 
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Figure 15 - Segment A2 & B2: Ready to eat 

 

 

Figure 16 - Segment A3: Treat dry and stockable 

 

 

Figure 17 - Segment B3: Fresh and pleasure 
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Figure 18 - Segment A4: Health and stockable 

 

 

Figure 19 - Segment B4: Health and fresh 

 

 

 
























































































































