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Olive Oil in the World Market Vassilis Zampounis



15A Xenofontos Str, 105 57 Athens, Tel.: (0030)2103210621, 2103211623 fax: (0030)2103221133 e-mail: [email protected]



Introduction As a commodity, olive oil has been and is still playing an important role in the world market of vegetable oils. Albeit a small share in world edible vegetable oils, less than 3.5 % (TiÓ, 1996), it has for centuries dominated the countries of the Mediterranean basin, which account for nearly 98% of the olive oil and table olives world production. The agronomic and climatic factors characteristic only to the Mediterranean Basin provided the necessary conditions for the development of such a significant olive oil and table olives sector. The existence of the wild olive tree is lost in prehistoric times. Excavations in the Aegean Sea have unearthed fossilized olive leaves, dating more than 60,000 years. However, written evidence of the cultivation and production of olive oil are attested in the 3rd millennium B.C. in Evla (North Syria). The ideograms representing the olive tree, the olive fruit and the olive oil, found in the Cretan Linear A and B date from 6th millennium B.C. and are acknowledged to be of a high standard of pictography. The Minoans, expert navigators and capable traders, spread the cultivation of the olive tree westwards across the Mediterranean. Over the ages it became a major type of cultivation and a significant source of agricultural income. Nutrition and cooking methods were shaped by this abundance of olive oil to what is nowadays known as the Mediterranean diet. Olive oil gave wealth and health to the Mediterranean people and penetrated every aspect of their life. In myths, religious ceremonies, traditions, olive oil was everpresent. High quality olive oil was used as nourishment and in the preparation of cosmetics and perfumes, where it was mixed with other ingredients. Inferior quality olive oil was equally valuable as it was used in lamps for lighting and to make soap. With the expansion and development of olive oil production a whole range of occupations emerged, associated with storing, mixing, trading and the development of new products. 21 Copyright © 2006 by AOCS Press



OliveOil2.indb 21



3/31/2006 1:11:32 PM



22



V. Zampounis



In later times, scientific and technological progress, such as the use of steam, and electricity, gave a boost to the olive mill business. Higher yields were achieved and of a much better quality of olive oil. Trade also increased and local societies flourished. In the 19th and 20th century the massive immigration of Italian, Greek and other Mediterranean people to the U.S.A., Canada, Australia, and Northern Europe brought the rest of the world in contact with their cuisines and nutritional habits. Nevertheless, olive oil remained, at all times, both in production and in consumption, a distinctively Mediterranean feature. Only recently, an important but still vague change seems to be taking place. With the “Seven Countries Study” of Prof. Ancel Keys as a starting point, the Mediterranean Nutrition concepts have begun to command the respect of the medical world. Olive oil therefore became more and more popular among non-traditional consumers. At the same time fairly new countries such as Australia, Argentina, Chile, China, New Zealand, South Africa, the U.S.A., have begun to invest in the development of olive tree cultivation and the marketing of olive oil. Similarly, Egypt, Jordan, Lebanon and other North African, and Middle East countries have turned their attention to the development of the relatively insignificant olive oil sector they had. What the future holds for this surge towards olive oil remains to be seen. Its extent will eventually settle whether the 21st century will bring to an end the specifically Mediterranean character of olive oil broadening it to cover the whole of the temperate zone around the world.



Olive Oil Facts and Figures The available statistical data constitute a valuable source of information but two preliminary remarks should be taken into account. Firstly, the official data of production in the E.U. countries are determined according to the quantities eligible for the subsidy given to the producer. This official data do not automatically coincide with real market estimates, which, usually, fall short of the quantities officially specified as production. Official production data determine the quantities put down as consumption since after taking into account the import and export data of every country the balance must close. An additional difficulty, as far as the E.U. trade statistics are concerned, is that they are presented into two different ways causing difficulties when trying to isolate comparable quantities of exports and imports. The available statistical data, for a period of time, regarded the E.U. as a single state, in other words intra Community trade was not accounted for. Meanwhile, at different periods of time, each Member State of the E.U. was considered as a separate entity which means that intra Community as well as imports are accounted for.



World Olive Oil Production The olive tree requires a mild winter and a warm and dry summer. Olive groves are
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generally found where rainfall exceeds 60cm per annum, although they may be found in areas with only 40cm if the soil is particularly water retentive. Although the olive tree prefers light deep soils, it may be grown successfully on many types of soil, even in the most arid, stony, infertile and sloppy soils. On these marginal lands, olive growing may be the only feasible alternative to abandonment and desertification. The “Mediterranean forest” that grew out of the extensive olive tree cultivation in the area is split into thousands of small holdings. These serve as a constant link between the product and all social and cultural life. In most Mediterranean countries, therefore, the prevailing type of holding is small, labor intensive, family run, with limited capital access, where olive growing is a supplementary but vital agricultural activity. This fragmentation, along with the family type holdings, explains why management is not always determined by strictly economic decisions. The supply function is mainly determined by long-term and structural factors. The olive tree is a permanent cultivation, so growers’ decisions are slightly affected by yearly price fluctuations. The grower’s priority is to maximize the yields of his trees (volume of production) – keeping or improving the quality – and then to seek how to achieve the higher price. Hence, the price elasticity coefficient, in the short run, is less than the unit. In the long run the olive oil supply is affected by a number of structural factors: • The future prices prospects • The Common Agricultural Policy (in E.U.) and the national policies (in third countries) framework (i.e. subsidies and other incentives) • The number of trees (new plantations) • Investment in agronomic improvement • Labor availability and costs Labor is one of the most important factors. Depending on the yields, harvesting represents one third up to half of the total cultivation costs. The picking of olives is carried out during the winter months, a period of relative inactivity in farming. In this sense olive cultivation contributes significantly to the rural community’s overall income. The gradual drop in numbers of the agricultural population in the EU States and the continuing dwindling of the labor force have led to the wide use of economic immigrants arriving from North Africa or the Balkans. The biennial phase of production is a very important characteristic that causes wide fluctuations in volume of yearly productions. The manifestation of this occurrence is palpably evident for each distinct area. When larger areas are considered, the forces of alternate bearing balance themselves out. Good farming practices, such as pruning, fertilizing and irrigation, may reduce but not eliminate these fluctuations. The volume of production, and quality, may also be affected by adverse climatic conditions, such as drought or frost and cause abrupt decrease of production (e.g. drought in Spain in 1995/96). In order to overcome those short-term variables it is better to examine the long-term economic and statistical tendencies by using the
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TABLE 3.1 The World Olive Oil Production, in selected countries and groupings during 20 crop years 1985/86–2004/05 (Quantities in ‘000 tonnes) 1a. The 4 crop year averages 1985/86 1989/90 1993/94 1997/98 2001/02 Countries 1988/89 1992/93 1996/97 2000/01 2004/05 Spain Italy Greece European Union Tunisia Turkey Syria Morocco The 4 Med Rest of the World World 



505.03 498.28 278.05 1,315.83 94.50 83.75 57.45 35.75 271.45 78.35 1,665.63 



601.58 462.70 289.48 1,392.20 168.75 57.75 60.25 47.25 334.00 89.45 1,815.65 



593.65 489.50 348.50 1,472.13 166.25 112.00 89.00 57.50 424.75 103.38 2,000.25 



877.93 566.88 424.50 1,910.63 162.00 113.75 107.75 52.50 463.00 105.38 2,452.00 



1,154.25 683.93 375.08 2,248.75 123.75 107.25 136.00 63.75 430.75 132.88 2,812.38



Source: I.O.O.C., various documents 1b. The 20 year development Change from 1985/86–1988/89 to 2001/02–2004/05 Annual Growth Countries (tn) (%) Rate (%) Spain Italy Greece European Union Tunisia Turkey Syria Morocco The 4 Med Rest of the World World 



649.23 185.65 97.03 932.93 29.25 23.50 78.55 28.00 159.30 54.53 1,146.75 



228.55 137.26 134.89 170.90 130.95 128.06 236.73 178.32 158.68 169.59 168.85 



4.49 1.18 1.61 2.45 0.24 3.83 8.49 1.17 3.45 3.45 2.66 



Trend line y = 37.958x + 347.93 y = 11.245x + 422.19 y = 8.6247x + 252.56 y = 57.921x + 1,059.7 y = 1.6098x + 126.15 y = 3.1233x + 62.105 y = 5.575x + 31.552 y = 1.4744x + 35.868 y = 11.783x + 255.67 y = 3.4772x + 65.374 y = 69.513x + 1,405.2



Source: Table 1.a. (Continued on next page)



four-year averages, instead of the simple yearly changes. The coefficient of biennial phase reveals higher fluctuations in the non-E.U. countries. The biennial phase, together with the perennial nature, are not the only special characteristics of olive tree cultivation that make it significantly different from the other agricultural activities. Heterogeneity is another, since both yields and quality may differ from year to year in neighboring holdings as well (Lavee, 1996).
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Table 3.1 (continued) 1c. The yearly fluctuations min Countries year Spain Italy Greece European Union Tunisia Turkey Syria Morocco The 4 Med Rest of the World World 



337.60 163.30 170.00 993.70 35.00 35.00 30.00 30.00 211.00 67.00 1,442.10 



max year 



mean year 



Standard deviation 



Biennial Phase1 (%)



1,412.00 760.00 473.00 2,463.70 280.00 200.00 177.00 110.00 705.00 154.40 3,164.50 



746.49 540.26 343.12 1,667.91 143.05 94.90 90.09 51.35 379.39 101.89 2,149.18 



298.97 151.71 75.56 415.98 73.21 50.64 41.84 21.12 129.93 26.46 489.76 



37.00 55.00 24.00 23.00 86.00 108.00 71.00 47.00 46.00 26.00 17.00



Source: Table 1.a. Calculated on the basis of the formula t=N-1 _ = 100 * (1 / (_ - 1)) * _ log (Xt / Xt - 1) t=1 (1)



During the last 20 years, world production increased by almost 70%, from 1.7 to 2.8 million tons. More than half of these additional quantities originated from Spain which increased its production from 505 to 1,154 thousand tons, reaching a record of 1,412 thousand tons in 2003/04. Italy is the second world producer with an average of 540 thousand tons, Greece the third (ø 343 thousand tons), Tunisia fourth (ø 143 thousand tons). Syria, which achieved the highest annual rate of growth (8.5%), slightly surpassed Turkey after the 2001/02 crop year. The five E.U. Member States jointly share 74-80% of the world production and the group of the four other Mediterranean countries (Tunisia, Turkey, Syria, Morocco) have a share of 15–20%, leaving somewhat less of 5% for the rest of the world. After the recent enlargement of the E.U., three new producer countries (Cyprus, Slovenia and Malta) are added, but with a limited impact on Community olive oil production, of less than 0.5%. As far as the new producer countries are concerned the volume of product they contribute is still negligible. What is of special interest, is the geographical diversification they bring and their well organized efforts to increase volume, to improve quality and to enter the world market.



World Olive Oil Consumption World consumption follows a parallel path with that of world production but with less marked fluctuations. The approach focuses on five different groups of countries.
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Fig. 3.1. % share of World Production in selected countries and groupings as at average 2000/01–2003/04
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The most interesting group is that of the non-producing countries (France included) of the E.U. and the “Big New 5” (U.S.A., Australia, Canada, Japan, Brazil). With an annual rate of growth 10.06% and 8.42% respectively, their consumption has increased, in the last 20 years, by 417 thousand tons and has accumulatively reached 542 thousand tons (see Table 2) which already correspond to 20% of world consumption. This development is mainly due to the U.S. which has increased its consumption from 42 thousand in 1984 (kick off of the International Olive Oil Council promotional activities) to 248 thousand tons in 2004. In world consumption almost one million tons (+54%) were added to, during the 20-year period under consideration. This means an annual compound rate of growth of 2.6%. The major olive oil producer countries are traditionally the world’s leading consumers. Greece has the highest per capita consumption, 25 Kgr per capita, with Italy and Spain 12.3 and 12.6, respectively (European Commission, 2003). These three countries alone account for approximately 60% of world consumption and 83% of total European Community consumption. Their current high levels of consumption, which runs at an annual rate of 1.7%, limit their potential for future growth. Consumption trend in the 4 Mediterranean countries (Tunisia, Turkey, Syria and Morocco) is more or less similar, i.e. 1.9%. The key role for the increase of consumption lies, therefore, in the new, non-producer and non-traditionally consumer countries, which exhibit powerful trends. Olive oil consumption has been for centuries restricted to the Mediterranean TABLE 3.2 The World Olive Oil Consumption, in selected countries and groupings during 20 crop years 1985/86–2004/05 (Quantities in ‘000 tonnes) Average Average Annual World Change Selected countries 1985/86 2001/02 Growth Share and groupings 1988/89 2004/05 tn (%) Rate (%) (%) (1) Italy + Spain+Greece 1,283.10 +Portugal (2) Tunisia+Turkey+Syria 194.60 +Morocco (3) Main producers 1,477.70 (3)=(1)+(2) (4) Rest of European 38.68 Union (Northern) (5) USA+Australia+Canada 85.73 +Japan+Brazil (6) New Consumers 124.41 (6)=(4)+(5) (7) Rest of the World 171.03 (8) World 1,773.13 



1,708.05 424.95 33.12 



1.67 



62.38 %



39.00 



1.91 



9.88 %



1,978.55 500.85 33.89 



1.70 



72.26 %



270.50 



75.90 



229.05 



190.37 492.24 



10.06 



9.81 %



312.88 



227.15 265.00 



8.42 



11.43 %



541.93 



417.53 335.63 



9.05 



19.79 %



217.53 46.50 27.19 2,738.00 964.88 54.42 



1.27 7.94 % 2.59 100.00 %



Source: I.O.O.C., various documents
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Fig. 3.2. % share of World Consumption in selected countries and groupings as at average 2000/01–2003/04



people. For the rest of the world olive oil was an unfamiliar oil, much more expensive than other vegetable (seed) oils, with the additional shortcoming of a strong flavor, not easily acceptable to non-trained consumers, as the taste for olive oil is usually acquired during childhood. This consumer behavior had the following results: Firstly, a very limited total consumption outside the Mediterranean. Secondly, from all olive oil categories, the one best known was the category of “Olive Oil” (the term “Pure Olive Oil” has been abolished), a blend of refined olive oil and virgin olive oil. Obviously the absolute minimum of virgin olive oil is used to make the blend in order to tone down the strong flavor and bring the product as close as possible to the totally refined seed oils. Thirdly, the interest of olive oil producers was focused on the price ratio between olive oil and seed oils, which were considered as substitutes and directly competitive. In the beginning of the 80’s the European Community had seriously contemplated to impose a so-called “tax on oils and fats,” in order to safeguard that the price ratio would remain below 2:1. This was considered to be the limit that permitted olive oil to compete successfully with seed oils. When examining the Consumption data (Table 2) it is evident that a drastic change took place in the 1990’s. This striking change in olive oil consumption was due to the very effective promotional campaigns organized by the International Olive Oil Council and financed by the European Union upgraded its image as a product of
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high nutritional value (European Commission, 2003). Consumption started to climb rapidly and the “Olive Oil” category was gradually replaced by extra virgin olive oil. Obviously, all interest in fixing a price ratio was withdrawn. Olive oil began to break away from all other vegetable oils, as an altogether different product and could easily deal with competition in complete disregard to the price ratio. Nevertheless, market surveys reveal that the demand function exhibits a different behavior depending on the country and the segment of the market under consideration but in all cases the cross elasticity coefficient has a positive sign, indicating substitutability between olive oil and seed oils (Zampounis, 1983). If olive oil is approached as a segment of the overall vegetable edible oils market, then a particularly complicated and quite lengthy discussion of the issue is necessary. Comparisons between olive oil and other vegetable oils, bring out the following: 1. Quantitatively, olive oil consists of a very small portion, smaller than 3.5% of the world vegetable oils market. 2. Geographically, olive oil is restricted to the Mediterranean basin, while vegetable oils, tropical oils included (e.g. palm kernel oil) are met in all farmable lands of the world (e.g. soybean, sunflower, rapeseed, etc) 3. The cultivation of the olive is an enduring multiyear cultivation, labor intensive and met in relatively arid lands. The cultivation of vegetable oilseeds is annual, with high yields and is mechanized to a great extent. The production of olive oil, notwithstanding the table olive sector, is the economic reason for the cultivation of the olive tree. On the contrary, in many cases, vegetable oils are a by-product and the main economic reason of their cultivation is, following their crushing, the production of protein rich oilcakes (oil meals) for livestock feeding stuffs. The above account for the difference in price, that is the reason why olive oil merits a much higher price when compared to vegetable oils. 4. Among all vegetable oils, olive oil is the main commercially significant edible oil obtained by mechanical or physical processes (“virgin”).



Imports, Exports, and Balances Tables 3 and 4 provide the basic data. In order to achieve a better understanding of world trade it is useful to separate countries into three separate groups. The group of the “4Med” i.e. Tunisia, Turkey, Syria and Morocco, comprises countries that are clearly export orientated, with bulk olive oil transported to the Italian (and Spanish, to a lesser extent) packaging industry and with only some quantities exported in small packages directly to the U.S.A., North Europe, and other markets. The second group consists of the clearly importing countries and can be divided into two sub-groups. The “Big New 5”(the U.S.A., Australia, Japan, Canada and Brazil) and “Northern Europe,” the E.U. non-olive oil producer countries, which, for analytical purposes, includes France also. These countries account for approximately 600 thousand tons of imports and consumption (Tables 2 and 3). Copyright © 2006 by AOCS Press
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TABLE 3.3 The World Olive Oil Imports, in selected countries and groupings during 20 crop years 1985/86–2004/05 (Quantities in ‘000 tonnes) The 4 crop year averages change 1985/86 1989/90 1993/94 1997/98 2001/02 Countries 



Spain Italy Greece Northern Europe European Union USA Australia Canada Japan Brazil The Big New 5 Rest of the World World 



1988/89 1992/93 1996/97 2000/01 2004/05 5.83 216.33 5.40 87.8 315.33 55.63 7.38 5.53 2.63 11.05 82.20 123.88 521.40 



36.70 294.30 12.18 92.15 435.33 89.50 13.63 10.00 4.38 13.75 131.25 63.50 630.08 



65.53 313.65 3.13 142.52 524.83 119.50 18.13 15.00 14.38 20.38 187.38 60.00 772.20 



47.38 38.82 430.98 509.37 1.40 2.68 225.07 280.54 704.83 831.41 168.50 201.83 24.00 29.67 21.13 25.00 29.63 31.67 25.63 22.33 268.88 310.50 76.88 96.10 1,050.58 1,238.01 



tn 



%



33.00 293.04 -2.72 19.74 516.09 146.91 22.29 19.48 29.04 11.28 228.30 -27.78 716.61 



566.04 135.46 -50.37 219.52 163.67 264.08 302.03 352.26 1104.18 102.08 277.79 -22.42 137.44



Source: I.O.O.C., various documents TABLE 3.4 The World Olive Oil Exports, in selected countries and groupings during 20 crop years 1985/86–2004/05 (Quantities in ‘000 tonnes) The 4 crop year averages change 1985/86 1989/90 1993/94 1997/98 2001/02 Countries 



1988/89 1992/93 1996/97 2000/01 2004/05 



tn 



Spain 179.60 238.98 250.05 387.83 604.65 425.05 Italy 82.58 122.25 160.00 229.57 303.81 221.24 Greece 80.55 99.53 126.84 148.88 105.68 25.13 European Union 396.48 488.9 569.11 809.77 “1,062.25” 665.78 Tunisia 50.23 104.5 105.88 124.75 90.17 39.94 Turkey 30.30 7.13 30.88 57.38 48.00 17.70 Syria 0.00 0.00 5.50 4.88 23.67 23.67 Morocco 0.03 8.38 12.88 5.88 9.50 9.48 The 4 Med 80.55 120.00 155.13 192.88 171.33 90.78 Rest of the World 7.45 15.38 17.63 15.75 18.00 10.55 World 484.48 624.40 741.86 “1,018.40” “1,251.58” 767.11 



%



236.66 267.91 31.20 167.92 79.51 58.42 … … 112.70 141.61 158.34



Source: I.O.O.C., various documents



The U.S. market has become the biggest outside the Mediterranean. During the last 20 years imports and consumption have increased more than five times and they are now surpassing 200 thousand tons. Optimists claim that the 21st century belongs to olive oil because since 2000:
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TABLE 3.5 The Balance of the 4 Med countries, during 1985/86–2004/05 (Quantities in ‘000 tonnes) 1985/86 1989/90 1993/94 1997/98 2001/02 (1) (2) (3) (4) (5) 



Production (1) Consumption (2) Availabilities (3) = (1) - (2) Exports (4) (4) : (3) 



271 195 76 81 + 6.6 % 



334 206 128 120 - 6.3 % 



425 232 193 155 -19.7%1 



463 278 185 193 + 4.3 % 



431 271 160 171 + 6.9 %



The 1996/97 crop year was exceptional at 705 thousand tonnes. Source: Tables 1, 2, 3 and 4 1



• more than 30 % of households consume olive oil • the gross value of retail sales surpassed 400 million $ and olive oil enjoys the largest market share compared to all other vegetable oils • according to market surveys the typical olive oil consumer is: well educated, prosperous, over 55 years old, lives at East Coast and belongs to a two member family. (NAOOA, 2001) The third group consists of the “4 E.U.” producer countries, although each one of them presents a different profile. Portugal consumes approximately 60-65 thousand tons, half of which are locally produced while the rest is imported, from the neighboring Spain. Greece is the 3rd world producer, has the highest per capita consumption, negligible imports and is a net exporter at an average of 130 thousand tons which are directed: 87% to the Italian packaging industry in bulk, 2.5% similarly to the Spanish industry and the rest 10-11 % in small packages to the “Northern Europe” group of countries (4%) and outside Europe (7%). The structural inadequacy of the Greek olive oil industry to export packaged product and hence to make the most of the added value of it, is reflected on internal prices (Table 6 and Figures 4a, 4b, 7), which are lower than the equivalent Italian or the Spanish, despite the generally admitted high quality of Greek olive oil. Spain, with a production that has already exceeded the one million tons, has become the unquestionable leader in world production (>40%) and in the E.U. (>50%). At the same time it puts forward a firm claim on the leadership of olive oil world trade. Spanish production is supplemented by a negligible 3% of bulk imports; 30 thousand tons from 3rd countries (the 4Med) and 10 thousand tons from Italy and Greece. In bulk exports to Italy remain still the principal export destination (250 thousand tons) and Portugal (45 thousand tons) a traditional market. However, Spanish promotional activities are focused on high value markets, where Spain, has been increasing its market share. Exports in small packaging have climbed to 180 thousand tons, which is almost equally divided, between 3rd countries (U.S.A., Australia, Japan etc) and the E.U. (France, U.K. etc).
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The Spanish olive oil sector is characterized by a concentration of supply in the hands of the agricultural cooperatives with a subsequent strong negotiating power. At the same time Spanish industry becomes stronger through local, European and international buyouts. Given the specific qualitative characteristics and despite the rapid increase of the volume of the Spanish production, producer prices follow a satisfactory trend when compared with prices of other countries (Table 6 and Figures 4a, 4b and 5) Italy is the crossroads of world olive oil trade. A market open to all other countries either as an exporter, or an importer, or both simultaneously. Italy is a net importer, since imports exceed exports by 214 thousand tons. Spain is the main supplier, with 249 thousand tons, Greece the second with 111 thousand



Fig. 3.3. Balance of Spain and Italy, during 1996/97–2003/04 (Quantities in ‘000 tonnes). Source: Tables 1, 2, 3, and 4.
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tons and 3rd countries (Tunisia, etc) with 101 thousand tons. These supplement the total available quantities, which amount to one million tons approximately. Italy is also a traditional exporter, supplying the world market with attractive small packaging and well-known brands ever since the end of 19th century. Making the most out of the considerable imported quantities and its high value added exports, the Italian industry is in the position to secure steadily for the Italian producer the highest producer prices (Table 6 and Figures 4a, 4b and 6) when compared with Greece and Spain.



Ending Stocks During the ever continuing discussions on the reduction of the Common Agricultural Policy (CAP) budget, the press often used the phrase “the mountains of butter and the lakes of olive oil” in the ‘80s, in order to describe the surpluses resulting from the unrestricted quantities benefiting from production aid. Although official statistics occasionally showed large stocks of olive oil, prices on the other hand, refused, as they logically ought to, fall. Another point that should be taken into account is that, due to the yearly fluctuations in production and to changeable natural phenomena (drought, frost), large companies are obliged to have in stock a considerable amount of product in order to be able to satisfy demand and fulfill the agreements they have signed. In the olive oil producing countries ending stocks seem to be moving around normal levels i.e. 5-10% of their total availabilities.



Prices Olive oil, unlike seed oils (soya, colza, etc.), is not a commodity with one world reference price. Due to the heterogeneity of the physical product and its quality categorization, smaller, local markets are shaped, resulting in a variation of dissimilar prices, which do not bear easily to comparison or can be easily interpreted. Table 6 presents a group of basic price series that have been extracted as averages of local markets. Out of these more broad-spectrum data some very useful conclusions could be drawn, taking always into account, the reservations expressed earlier about the difficulties attributable to production data. The peaks at 1990/91 and mainly at 1995/96 illustrate the frost in Italy and Greece (1990/91) and the draught in Spain (1995/96). During the last decade, price fluctuations tend to be much smoother because, apart from the ups and downs of the volume of production, they have been influenced by the following three factors: • The operation of the single market in the European Union and the introduction of the Euro as of 2001, which have facilitated transactions. • The preferential agreements and the inward processing agreements allow imports
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Extra Lampante 



1.63 1.69 1.71 1.95 2.32 2.76 3.64 2.46 1.83 2.33 1.91 1.71 1.85 2.03 2.34 2.57 1.51 1.57 1.61 1.87 2.22 2.61 3.45 2.07 1.58 2.17 1.78 1.59 1.73 1.90 2.24 2.40



b. ITALY Category 



1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 /90 /91 /92 /93 /94 /95 /96 /97 /98 /99 /00 /01 /02 /03 /04 /052



Extra Lampante 



2.70 4.30 2.48 2.45 2.78 3.27 4.22 3.64 2.57 2.62 2.26 2.25 2.44 2.58 2.60 2.68 1.97 1.95 1.86 1.94 2.23 2.85 3.63 2.21 1.58 2.10 1.80 1.57 1.71 1.77 2.22 2.25



c. GREECE Category 



1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 /90 /91 /92 /93 /94 /95 /96 /97 /98 /99 /00 /01 /02 /03 /04 /052



Extra Lampante 



1.53 2.44 1.71 1.72 1.99 2.25 3.28 2.53 1.95 2.14 1.81 1.75 2.11 1.98 2.51 2.48 1.25 1.52 1.34 1.36 1.62 1.86 2.62 1.82 1.33 1.76 1.49 1.40 1.48 1.48 2.07 2.03
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TABLE 3.6 Producer Prices in Spain, Italy and Greece, during crop years 1989/90–2004/05 (prices in €/kg1) a. SPAIN 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 /90 /91 /92 /93 /94 /95 /96 /97 /98 /99 /00 /01 /02 /03 /04 /052 Category 



For the period 1989 to 2000 prices in national currencies were converted into euro according to the official parity of 1/1/2001: 1 € = 166.386 pta, 1,936.27 lire and 340.75 drachma 2 Until May 2005 Source: Oils and Fats Management Committee of E.U., weekly editions. 1
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Fig. 3.4. (A) Producer Prices of Extra Virgin Olive Oil in Spain, Italy and Greece in relation to total E.U. production. (b) Producer Prices of Lampante Virgin Olive Oil in Spain, Italy and Greece in relation to total E.U. production
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Fig. 3.5. Spain: Producer Prices of Virgin Olive Oil in relation to national production



Fig. 3.6. Italy: Producer Prices of Virgin Olive Oil in relation to national production
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Fig. 3.7. Greece: Producer Prices of Virgin Olive Oil in relation to national production



into the E.U., from third countries (e.g. Tunisia), with insignificant or no import duties at all. • The stocks held by the industry and the cooperatives following the years of rich crops.



European Agricultural Policies in the Olive Oil Sector After the accession of Greece (1981) and especially that of Spain and Portugal (1986) to the E.U., no other policy can be said to have influenced the world olive oil market more than the olive oil Common Market Organisation (CMO), that makes part of the overall Common Agricultural Policy (CAP) of the E.U. The olive oil CMO was established in 1966 with EU Regulation L 136/66 (OJEC 173, 30/09/1966). Even though the above regulation has been amended many times over the years, olive oil CMO has always comprised a network of cohesive policy measures aiming at specific targets: 1. To secure a fair income to the producer by granting a direct subsidy (Producer Aid), which is still in force and has always been absorbing the great part (more than 90 % after 1998) of the total available budget. The other support mechanism, the Intervention, with minimum guaranteed prices and public stocks, was abolished in 1998.
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TABLE 3.7 Allocation of the E.U. budget (EAGGF - Guarantee) for the olive oil sector during 1986 to 2000 Policy mechanism % share Member State Production Aid Consumption Aid Export Refunds Intervention 



69.3 22.1 3.2 1.4



Italy Spain Greece 



43.90% 31.50% 21.40%



Average budget * 1986 to 2000 = 1,664 million ECU or 5.0 % of total EAGGF – Guarantee * 2001 to 2003 = 2,398 million Euro or 5.5 % of total EAGGF – Guarantee Source: Annual EAGGF budgets (Official Journals)



2. To encourage consumption by defending the competitiveness of olive oil in relation to other vegetable oils. This marketing subsidy was granted directly to the packing industries. It was abolished in 1998 while all efforts were concentrated on generic olive oil promotional activities. 3. To protect the Community olive oil from the abundant third country imports at low prices, various tools were established. Over the years these were adjusted to meet market developments and the WTO Agreement. Export refunds were abolished in 1998. A Common Customs Tariff and variable levy on imports are still in force, but significant preferential agreements with the other Mediterranean countries (especially with Tunisia) have been concluded, so that olive oils are imported at reduced, or even at zero custom duties. Under the inward processing system, olive oil is processed or packaged by the European industry and re-exported without any charge or refund. 4. To safeguard authenticity and quality of the product, at all stages till the final consumption. Designations and definitions of all olive oil categories are obligatory for marketing within the Community and in trade with other countries. Methods of analysis are specific, detailed and regularly updated in order to take into account technical progress. Rules on labeling and packing in small containers are also obligatory at retail level. The latest enlargement of E.U. to 25 Member States and the conclusion of Doha Round within WTO, have determined a new framework for the CAP, which has been put in force gradually according to the basic EU Regulation L 1782/03 (OJEC L 270, 21/10/2003). It brings a new philosophy, the “decoupling”, in other words the producer receives a fixed subsidy (production aid), that is fully disconnected from his/her actual production i.e. the volume of the olive oil produced.
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