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EgyptIan Olive 011 Situation and Outlook Report Update 

AgricuJture..Led Export BusInesses (ALEB) Is funded by the UnIt8d $lei.. ~ for 
International Development (USAtO) to improve global cornpeIItvwIesa of the Egyptian food 
processing Industry, related servIce8 industrles and assodalioils to achiaJ8 sustainable 
export growth. The project is Imp/erneI1ted by AbtAssooialelllnc, Belhe a tIa, MD. 

For the past four and a half years, the Agrk:uIIure-l.e Export BusIneII.III. (ALEB) projac:t ,.. 
been working closely with the Egyptian food p!ocesslng IndusIIyto help s118i1glhen the .... Nly 
or promising companies in spacific product clusters to compete eft'ectiJ8ly in WOItd .1I8I'IIeIs. In 
order to slrengthen Egyptian food processing OOII1Ianies, corllpllll ... eiliay service fInrB and 
their private sector melllber-based assodalions, the ALEB pcojact dfens a variety d '''!fig 
Interventions and tedlnicaI assistance to food procuslng COI'lIpa ill and ... 7 Y 
slakehOIders. Further information on ALEB's adMtIes and the services we provide CIWI be 
gleaned from our vrsbslle at ht!p:/iwww.a!eb.om 

Background: In May or 2000, ALES's Business Dewelapmant ServIces conduded a rapid 
market assessment to klantry potential maitet opportunities for Egyptian prot B a a III cI foods. 
Preliminary results showed enough promise and helped us to roc.. on • aalactad lilt d 
commodities where Egypt has competiIIve adwidages. These included herbs and spices, 
essential oils. juices and jams, table olives and olive oil, spetialty foods and all. clad t'roaI. 
vegetables for the ethnic market A final fcu-vo/ume pubIicaIIon 81 dilled Rnt:IIngs ala ,.""",. 
1/ Rapid Industry ~ (IRA) Of TI8de, AIarkfIt Tnmd$ And 0pp0rtunIIJes i7 .". UnIIrKI 
Slates of AmedcB was published in March 2001. COIIferenoes, WOi'IcIIhopI and focuII groups 
were utilized to disseminate this ~lfonnatIon. In July or 2000, only !.waive ALEB dIenIs W8I8 
exporting to the USA Today there ani ~ EgyptIan silex a 118. inc:Iude IIgullealll 
market shares - as much as 8O'lfo - in herbs and spices, number ttne poslllon in tropk:aI 
juices and closing fast on Ecuador, number ttne posIIion In s"awberry jams and number 
one position in lams NESOI (fig and mixed jams). 

In July d 2001, we also pubIi&hed two aeparate raporta on llilliket CIppOI'tLdie8 for ..,. 
olives and olive 011. inc:Iuding contact details for Importers In the USA And we held 8j)8I1111 
WOikshops and roc.. group saslions with table olive and olive 011 PCOClllOi$ -1rIcIIaIes In 
their infancies in Egypt - to promote export opportunities for the produc" In the USA and to 
start bulding capacity. Both sedors have shown lignlllcant growth since we prUlllnIIIId CD' 
findlnga. 

ThIs report is a capSule comp8IaIiYe market updaIe to the SltuaIon and outlook Allport for 
Olive 01 that was published In NcMImber or 2002. It is specifically at the raqtat of the GTG 
Sector or USAtO. The fIJI report is longer and wiD be published 8OOi1 to the ALEB "all Ina. 
Another SltuaIon and outlook Allport has been COI'lipIeted for table oIIwI8 and wII be 
pub11shec18OOi1 as well. 

Situation: Consumer demand for olive 011 conti,... to ~ In the UnIIIIId Slid • wII\ 
double-digit growth in consumplIon per anrun. While Cellfomla olive g;cuu •• procILI:la eMf' 
ninety-nine percent (99%) or the UnIted $IaleII dorneetIc olive 011- 325,000 US 9 'ans - they 
provide less than one percent.(1%) or total US consumplIon and .... than one tenth done 
percent (.1%) or total worldwide production. The US imporIs ~ peicent (29%) of 
the olive 011 that is In ",tematIonaI1JanBIl 
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Olive ON: SItuation & Outlook Report %003 

In 1999 the United states imported $368.2 million of olive 011 and olive oil products. Total 
quantities of these product imports into the U.S. market increased 36% from 1997 through 
1999 to annual levels in excess of 162,000 metric tons in 1999. Import growth trends of olive 
oil have now increased to 54% over six years, representing $436.5 million in value and 
184,000 metric tons in volume in CY2001. CY2OO2 imports are estimated at 212,000 metric 
tons. The table below shows comparative growth of this important market between 1999 and 
2002, ranked in order of importance (market share). 

Table 1. Top six suppliers of olive 011 to the USA 
Country 1989 2002 

Volume ValuelUS$ Market Volume ValuelUS$ Market 
(Ml) (MM) Share % (Ml) (MM) Share % 

Italy 110000 249.5 68% 130,000 315.9 720A. 
Spain 22,500 59.1 16% 35,300 83.6 16% 
Turkey 16,500 30.8 8% 12,000 12.0 2.74% 
Greece 3,119 9.3 2.5% 3250 10.8 2.48% 
Morocco· 6,434 7.8 2% 
Tunisia 2,245 5.0 1.4% 5234 2.89 0.66% 
Portugal 2,314 3.85 0.88% 

• MorocCo dropped out of the top six in 2002 

Italy hes gained market share at the expense of Turney. Greece and Tunisia. While 
Tunisia's expor1s to the USA have doubled in volume. they have had to discount their prices 
Significantly - almost by 50% - while still losing market share In a growing market Much of 
this can be attributed to a failed Tunisian marketing scheme, heavily countered by Italy. 

Turkey. too. while losing market share. has seen significant erosion in price, from $1886 per 
ton to $1000 per ton. Much of this has to do with dumping of excess inventory and 
incremental sales. due to heavy imemal consumption of olive 011 and emphasis on table olive 
production and sales. Nevertheless. this does establish a benchmark price due to the 
volume entering the market. 

Egyptian prices win need to be competitive with those of these major five supplying countries 
listed above. with particular attention to Turkish prices. Turkey is the major exporter of 
institutional size olive 011 products to the U.S .• and the average CIF import prices of their olive 
oil products shipped to the U.S. market during 2002 were the lowest of all major suppliers for 
all the various olive oil products. axcept for olive-residue oil and blends of olive-residue oil 
and olive from Morocco. 

Due to the dominance of italian exports of retail pack consumer-ready olive 011 products to 
the U.S. market. and the high cost of successfully entering this market segment. AlES 
recommended thet Egyptian olive 011 exporters initially concentrale on penetrating the HRI 
(hotel, restaurant and institutional) market in ~ 18kg packages or bulk sales for repackaging. 
Due to the benchmark price set by the Turks, we recommend that our olive 011 processor 
clients promote their product as bulk for repackaging. while at the same time promoting their 
bottled brands through the specially food market segment. Indeed, ALES asslsled one of 
the Egyptian major olive 011 processors at the Fancy Food Show In New York CUy in July 
2003 to land a 800MT order worth US$1.2mm. 

We also took olive 011 processors to SIAL Montreal In April of 2003, which Is a ·minr 
Canadian Fancy Food Show. Two olive oil processors report potential sales to Canada. 
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Olive Oil: Situation &: Out/ool< ...,Dnnn 

A!thouqh a small market, Canada could pDtenHaily absorb over 1 tons of Egyptian 
oil without upsetting the majors' market share and inviting retriburOf'L 

And willie we hesitate to recommend it there 15::1 demand in the oHve 0\1 <-",,'n,-"'" 

which is a very large volume market on the insti!.utiona~ side. Popular blends are 
v'Ilth eIther canola or safflower oit;:;, with the oiive portion consistmg of 10 to 20 ~:'eroeqt d 
the blended oil product. Moreover, we have seen a channel shift consumers to DoHar 
Store market segment 'Nhlch is price sensitlve. Importers that cater to this market require 
250ml bot!les of blended oUve oiL jf EgypUan olive oil processors choose to enter 
market they need to do so \visely and wiH, an eye on not compromising a gro,<ving reputation 
for quanty extra virgin olive oil. Blended olive oils should not be mark€ted as Extra \/:fgir: 
OHve Oil and labels should clearly state the ingredients 

Figure 1. US Olive OU Market Brief 

·rota: us Ret)~j~ GrOC1~r:i L)cHar Sa~~s :n 2001 
(AC Nielson June 9, 2000 - June 9, 2001 i 

All Oth~r 

1. Olive oH has taken the lead in the pourable cits industt''{ with ever $386 miHkm ~0 tet<li: $.z,j£:s -
overtaking vegetatlle oll, the traditional teader. 

2. Since 1995, sales of ollve eli in the U.S. ha'./€ grown more thi.'ln 3S~(l) from $;ZS9 mHbn to ,,'..;e t 

$400 million. 

4. The z,Yerage grow&: rate ofa!lveol1 imports from 1966-.1.983 was 0.5%. T,"}e average gm"{!:;!' 
rate from 1984-2000 was 8,2CJc, rooc pn;:motiona! activities o~gan If') 19R:t 

5, in 2001 it is estimated that 186,000 rnetrk tMS of olive oil we,.e 1mported into the U.$. ..... an 
11 % ir;c:--ease over year 200(l, 

7, Extra-virgin olive oil acrOi.!<1ted for an estimated 40~:~: of oH',>~ Cf! n~t,,!! vC+Jm-e sales in the l .. LS. 
in 2001. 
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Olive Ofl-' Situation &, Out/Gol< 200.3 

Figure 4. Canadian Olive OH Market Overview 

Structure of irnports - Olive OHs and OHve-Pornace Olls, four-rflonth 

Figure 5. Canada Olive Oit Imports by Country of Origin, 2000/2001 

Results of past ALES recommendations and TechnicaJ Assistance 

Slxteen olive oil processors and traders are listed in ALES's database but only five ate major 
producers, demonstrating how srnaH this industry is, Based on world demand,ctirrent 
Egyptian processors know that they have to increase production capacity, which .presently 
stands at 5,OOOMT per annum, but with minimum investment could be tripled to to,DOOM! 
But this is stJU slgmficantly undersized. ALES has conSistently received inquiries fer Egyptian 
olive oil, including one inquiry from a US buyer for 150 containers. In April 2003, we 
promoted the Verona Olive OU Conference (Italy) for the Egyptian ltali.an BUSiness CQuncil, 
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Olive Oif: Situation & Outlook 2003 

Figure 6. World Raw Olive Production, 1980 - 2001 
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Figure 7. World Raw Olive Production Expected Growth Trend, 1980· 2010 
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Accordina to this data it is expected for the global harvested area of olives to re-acha re':::;crd 
of 9 mWion hectares by 2010, while production volume is expected to record a leva! of 19 
million tons. 

Spain and Ita!y are by far the major olble producing countries, with 33 per cent and 17 per 
cent respectively of total INorki production in 2002. Greece (16%), Turkey (10'%) ancl SyrIan 
Arab RepUblic {7%} ~¥1orocco (3%), Portugai (Zr~}, and Egypt (2%») are also major prc-ducrers. 
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Olive Oil: Situation & Outlook Report 2003 

Figure 9. Egypt OHve Production and Expectations 
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Egypt has one of the highest olive yields in the region - ab-out 5.37 Uha (rv~cEvoy et aLL 
main olive-producing area is in the northwest coastal region b€W1een Mexandria and S,3lum; 
tne most popular variety is Chemlal. but Kalamata, Hamid and Mission are also pro.::h.lc.ed 
There are a number of other varieties, includlng"Azlzi" - an ohve similar to Queens ... and 
ManzanlHa. 

OHve yields per tree vary beti>veEHi 10 kg and 35 kg, depending on the systern of HTtgstlon 
used. Some areas in the Martrolfh region reach 50 kg to 60 kg per tree (15h year-otd trees 
under irrigation). In 2002 Egypt had 9.2 rnilllon trees, most of thernprodudng table oiives for 
local consumption. 

The Egypt oilve industry is orlented towards the producUon of taNe olives, mainly f'Of the 
local mar~;et On occasions, Egypt has also had to import olives to meet its reqtHrsmer,ts, 
Most of its olive product trade is in preserved olives with Spain the main export mar~;;etand 
France and Germany minor destinations. 

The government has taken measures to improve olive cultivation. Among sucli measures 
are the new orchards being planted under the Generaf Organizatlc<n [{x the Devefopment of 
the Desert programs. It is estimated that there are 8A million trees not yet of bearfng age, 
and a further planting of around 1.4 million trees is planned in the near future. 

Olive processing stH! uses traditional methods and equlpment in Egypt Hoy.'6ver, there is a 
trend towards modernisation of the processing sector and the construcUon of more modem 
facHities. 
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Olive Oil: Situation & Outlook Report 2003 

campaians in countries \-vhars market opportun}tiss have t)een fE:cognized, such 8S AustraFa, 
Japan and the United States of America 

Projections indicate that due to ne ... .: plantings around the werld, there may he a surplus of 
olive oj! in 2007/8, The potential surplus size ,s not ye! establish eeL hOViBver lncreased 
COnSllfi1Dtion in major importino countries is important. . -. 
Production 

Spain, Haly and Greece are the world's leadmg 
producers and exporters of olive oli, collectively 
representing nearly three-quarters of world 
production ranked respectively in 2001, Wortd olive 
oil production has increased by an average of 11 I.l/¢ 

per· annum since 1995, The main contribution to this 
increase 'vvas in 1996, which followed a year of 
drought in the Mediterranean, 

Olive Ot! production is co,'1centraterl in the 
Mediterranean basin coun%nes: Spz}l1, 
Poctugai, Ita!)\Greece~ Turkey, Tun\sia 
and Morocoo, These seven <.'Ountr~ 
afone . account for 00%,. ·af ·woMd 
production, . 

Olive oil production frorn trees planted prior to May 1998 in lhe European Un~ofl is currentlv 
subsidized at over US$l, 11!Utre, Advance aid for olive oil production has been set at 
117.36 Euro!100kg for Spain, France and Portugal; 103,38 Eurof100 kg for Greece: and 
84,98 Eu:of100 kg for Haly (European Report), This IS on top of EU aid for prccucing table 
oHves, 

Figure 11. World Olive on Production, 2001 
Tota! world 2,295,732 ton 
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Mkld~ Eastinciudes Ubya. lSfael, Afghanistan, Jt,rriart Palestinoe, LeO>llXH1, itan, 

and Egypt 

The evolution of world production during the last ten years is shown *n the graph bela';;+{, 
Production trend by country is ascending but the great influence of the ~<O major producing 
countries introduced a high level of uncertainty in the production feveL fndeed, the fact that 
production in Italy and Spain changed much more than one .of the other prc':;ucing COtH1tries 
explains the high volatility of globat production, 
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Olive Oll: Situation & Outlook 2003 

The evolution of production and consurnption sr10ws a s1ight gro'tlth from the: 19lGs to the 
early nineties. In the mid 1990s there was a strong increase beth in prc,ductlon and 
consumption. Despite the production fan that came arte!v·J;::m:%.CQnsurnptbn did 

decrease. 

The strong correlation ber'Neen European and world consurnption curves explains tne 
significance of European consumption. However, the increasing convergence recently 
observed between the 1'.vo curves (production and COflsumpHon) is the n':~SHit the 
emergence of new markets fat olive oil. 

Figure 14. Production and consumption of olive oH in the World and in the European 
Union 
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Figure 15. OrganiC Olive OU 
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Vendors using olive oH their 
products ha\'~ increased 
demand for otlve dL 
Depending on the retal:! outtet 
the price difference between 
organieand conventionaloUv~ 
oils can bes-Um to nearly SO'%, 
Egyptian grQlA'e-rs intending to 
follow this trend by pn::-.ducing 
organiC oil, shouk1 makesufe 
that they use recognized 
certiflcation processes. 

World consumption is expected to rise by 80,500mt from 2A22<OOOmt 2000!01 to 
2,482,500mt lr: 2001/02. End-of·season stOCKS are expected to reach 508,OOOmc 
against previous expectation of the !OCe of 443,500mt and are the e·quivaient of wor1>::l 
consumption requirements for two and a half IT',onths. 
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World oHve oB consurnpt.lcr, v()~ume 
annum) over tht'J past f}Vi~ 
States represf.:nt~Jd 
consurnptlon is inciuded, 

consumption. 

Estimates indicate 
and 2001, with an 
consumption was esti:11<.:lled ;3.t 'l. be 

A.sian imports increased 
increase of 15% <'",<i,,"'. 

consumption increased by 
trend continues, consumption rm~y 

The percentage 1ncmaSFJ in 
US and Asia over this peri{K.l 
than either region {20,506mt 
Estimated EU consumpiJon 
higher than this du€~ te, 
c.ountries such as Morcco:\ TurKE:Y, 
represents an unknown level ot laterrr demand 

New economic support 
increase in the overall 
quall!y improvement, couid 
higher quality oils raises or 
preference for oil quaHty, 

The North Arnerican ()Hve l'>,;"SOGi~;tjon 

non-olive oil users do not use the oil b~:ca;.jSF; 
found that 48% don't buy oil because it is 
occasion oil {percentages don't add 
indicate more than one mason not buying 

Despite this, US (}live oil 
were at an all-time high. 
of a.H dollar sales in this [:£:!1'e0Qf>.! 

,Ff:) (f~ppro){imately 74,OOOml 
Union Url:ied 

!f Asian 

per 
. : 6 rnWlon mt 

annum . 
2001. 

CI996~2001}, \~<ith an 
=nduda reqexported 

::)lhf8 

T29mt in 1B98 (FAO} H tiv:: 

Eur,:;pean Union was lower 
vo!wnetric incmas€~ "Nas 

was 1 ,5:34,993mt in 
consumption in the EU rnar 

cd by prOducerS) in 
Haiy and Spain, which 

European l'arrning sector, 
;::~pa;n this being dedicated 

. Whether increased supply 
ch:~~)end on changes ~n C(1nsurner 

a study that indicztes 56% 
don't hner .. -, hew. T!"1e 

'Nhila 44 ~!() cons icier it 
participants \vere 

past ~NO years, 'Nhen 
~:;old at in the US and 27% 
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Olive Oil: Situation &; Outlook Report 2003 

Figure 16. World trade 

Olive Oils ~VGrld Exports, 1980-2000 
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Figure 17. World Olive Oil Exports: Top 10 Exporting Countdes, 1980·2000 
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Olive Of!: Situation & Outlook 2003 

Trade Flow 

t\/1ain producing countries are also HIe main exporting counties as can bt? seen frcm the 
graph be!ov,I. Once again, the t'lediterranf;an basin countries concentratE; :-nore trmn of 
totai exports, 

The rollov,Iing map confirms the t)Jnclusions drawn fron': the ana!ys;:s of IIlorld consumption, 
Olive oil trade is mainly an intra European trade, although there are also trade nows with 
industrialized countries out of the ~Aediterranean area. 

Figure 20. Olive Oil Trade is mainly an Intra 4 European Trade 

Trade flows with industrialized countries 

Olive OU Prices 

Olive aU is relatively expensive oil compared to other kinds of olt since It needs special 
production treatment: proljucing an olive crop Is a long process (commercial yields are 

ALES BDSfMlS 17 



..•.•.......... "." •.•.• -.-."."." .......... ,., ......... __ ........ ", ............... , ... . 

realized only arts r thE:; 
by hand in most of the 
large producing areas 

of the 

A comparison of s!){ consumption oHs 

Figure 21, Prices for varIous edible 

2500 

Prices paid to producers (;l.re quite 
prodtH.::ed from one year to another and the 
the price formation mechanism Reflned ollvEl i.:>Hs 8r<Ei 

oils. Refined o!ive all from Jaen is an except!on.;~ 
insufficient amount of !ampante ell to meet demand 
of produced virgin oli and as s re$ult «in ~ncreasi;'; In 

Hanj€st lS 

'.~ C=Hve \!'::~~~r:: 
·J;:;H~n 

mHiNL 

~Pa:moHc!;-: 

n'i'/ ::",;: 

~:::: the change In the quantities 
However, it 1s difficult to assess 

expensive \/irgln 
po%ibie explanation wouki an 

industry given the good quality 
prices. 
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Figure 22, Price of olive oil paid to producers 1999 to 2001 
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Figure 23, Northern Hemisphere Prices Jan. 1999 -Sep 2000 
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Marketing Chain 

The present structure 'Of the producbon and marketing ct"!ain is influenced try the impcnance 
of 'Olive 'Oil crops in the Mediterranean area. Production is highly fragmented, H is divided 
into a number of small properties, which grow olives for 'Oil production. Thf$ is parJct,tlarty the 
case in Spain, Italy, Greece and Portugal. These farrns are organized int'O cooperatj~v'es in 
order to process the olives and obtain oil or sell the olives directfJl to prQ-"".€.ssing companIes. 

Refining operations are more c-Ollcentrated. However, in the case of Spain there wefe 80 
refining companies in 1995 (cooperatives inc1uded) 
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The market is very competitive 

The fo!!ovving diagtanl 
100 bnnes of oiL 

Figure 24, Spanish marketing chain w. now of 

EU Common Market Organizat!on for OHva Oil 

100 tonnes of oH 

On the fo!io'l/lng page is an c1' an lnternatiorml v,{ith a strong influence on ;:h:; 
olive oil market~· the Euro!Y3an Union Ccmrnon O:-p,an\zation {CMO) <:lEva 

it was established by Th1s CMO had as 
its rnain objective thE: support of production (~nd of o!ive oil, particularly by 
granting export restitutions, support production pricer;~onslJrnptlon The reform of 
this C~>/10 became necessary taklng account of the oil market and prices 
and parUcularly as a result World Trade Organizatkm aqn2emenls, which stipuiii'.lted a 20%) 
reduction in the total support during the period 1 

RgoulatioD. (CEJ..D~ 161Bl.~.~L21.~~Q .. ~lll.'L.Jf1.f;B. ()f established a transition regim€< 
which was replaced by the ntfW CMO regulation by 1 ,-·.,,···.~.·,.-·.,..,·,"v·.,. 2001 at the lat€<st 

ThlS transition re9!m€< IntHrv€<mlon 
stockage aid decided by the 

. .' 's nnt ~ .,., .. "..,,~,;.; ~".ii· , n,!nimum price l ~'-' ""i,.,});,·<.""~c-;:: y 
However, olive gro\/,ier5 ere granted ,::" 
auros!! OOke! UP to the c:a:rg;aian, withou~ - . ' -

for an e~./entua~ 

market crises. As a result, a 
C~j.se with intervention prices. 
arnount of this aid is 1 

beThveen srnaH and large 
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Oliv'e Oil: Situation & Outlook 2:003 

producers. This aid is of the sarne order from previous campaigns, H is lim [ted toa total 
production of 1,777 :261 tonnes per campaign and dLstributed among the d:fferent pmducing 
countries. 

Finally, since olive is a per€nnia1 crop, the new orientation during the transitil)n perkxi is to 
create a geographical information system {GIS) for European oliVe trees. The a,m of ths 
GIS is to control production and limit fraud. By '1 November 2001: articfes of Regulation 
136!66rCE concerning production target prices, intervention agencies, export subsidies and 
import tariffs will be abolished. The fo!lowing scherne gathers the changes from the former 
Ct ... tO to the new one: 

Figure 25. Common Market Organization transition scheme 

For more information. please consult the European Commission site herewith: Directory of 
Commodity Legislation in force cn oil and fats, 03.$059. 1 

1 hHp:lieuwpa.Bu.inUeuf-fBxlen.!iif!regJen..register_036059,html 
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The Halian oilve oil lndu5try h 'j.t ;;~ ,""'" .. , ,c,,,.;',,,, d: .. 

Greek industries due to kw'i productiVity 
costs, Thev have identified 
supplies fo;' processing in (:}rj,;}( to 
competitive costs. 

Thl3 Spanish and Greek am 
production areas and sma Her number but 
rniHs. The industries in countries 
organizations made up of 
These aim tc create an integrated supply 
m adding value to prc)ducts and avoiding 

Egyptian Export Strategy 

Marketing Aspects 

ThE! world's dominant olive r;':)flSUmen: in 
which explains why the best oH Is reta;ned 
Greece), . Their exports ofH:;n comprise ,~,<'''',''''' 

Up to 80% of the retail va[Ut: of B product is 
wholesalers, distributors retailers 
control most aspects of the supply chain 1rom 
sometimes un to the retail level, Direcl retail can 
and Internet or electronic cOffirnerce. 

'in fc~latlon to 
;:'Hl0 high productkm 

production ant:i aggregation 
producing high-quality at 

\, [he aggregated nature of 
'v' gh" 't :~ ,,,"!f'OU' : pl.!:,} capac! y 

d creating >maGro~bus!nes$' 
rV(::(::(::ssOf5!packers and marketers. 

to trading, and couie! 
· .. -.,·',;.":N, .... ," (OHvae, October 

are Vf;;ry quaHty cO!1sciOt,s, 
{mainly Italy, Spain am~ 

blended producL . 

the farm gate by processors, 
'Jer-deaHy' integrated enterprises 

through to markBtino 
of rnHl door sales, ..... o1'dt'31' 

The four recognized steps in markehng ;B.re pncmg, 
These points are outlined below along \-vith th!~ implieatkm~~ 

p!acerrlent 'Rnd pr(~mc~tk)n. 

wowers and processors 

Pricing 

Pricing involves deciding ,;x;hether the produGt is d low budget, rnKH<J.ng€.~ or 
boutique market sectors. decision wili be irdluem:::n;:j by the sufficiency of voiumes to 
consIstently supply thest'? sedors and <1vailahility to develop different product 
lines and brand image. 

Pricing will affect decisions (;:;garding lifestyle ana 
influence input costs and thus profit margins 
structure indicates the range of prlce:s and 
High prices In 1996 were due to droufiht Induced 

GmVlers should note that the v\iholesal/,".l 
processing and packaging. 
package, depending ()n 

expected cost 

:::H': the approach to production INm 

oBve oll mar~;et dominant 
mark;eters need to cons~der> 

suppl':l $hortages~ 

taKe Into ar;;.CQum the costs of 
US$(L50 to US$1.00 per 
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Product 

ll1e product as~ covers variety. quality. packaging and branding. The reIaIMt illiportallce 
of all thase aspects dllfers'significan1ly belVleen target consI.m8f8. Smaller gRltia .... find 
It hard to gain martet Ievetage and capture value-added benefIIs with lil'llitad wIumas. This 
Is because the large volumes marteted by multinationals Uke Unllewr and BertolI allow them 
to make price sacrifices. enabling the retention of diverse market shant. TtIei-., 
marteling groups and processors with sufIIcient volumes to supply sele =ted 01 ...... with good 
consumer exposure will be at an advantage. 

The International Olive Oil CouncIl (I00c) deIines five glades of olive 01 quaIly. 

1. Virgin gaada oils (3 quality levels) that can be used wIIhout fuJther plOt a III~. 
• ExIni YirgIn olive 0/1 Is the highest quatlly olive 01 and can be used wIIhout 

further processing. It has addlly not excnding 1"". t/'J811 balanced fIavonJ 
and no taste faults.. 

• Virgin olive 0/1 Is the next quality IevelIlan can be used wIIhout fLrther 
processing. It has a higher ac:/dIly 1evel1lan. exira virgin grade and a few 
minor faults with Its taste. 

• Ordln.-y YirgIn olive 0/1 Is the IOI/;eat quality oIIwJ 01 flat can be used 
wIIhout further processing. It has an addIly level not excaa tlilg 3.3'Kt and 
men taste faults Ilan either of the pI8C8dIIlg oils. 

2. Lampanle virgin olive oil that Is Inedible without further processing due to .. "orr IavoLn 
or addIly levels. 

• Olive 01 rasulls from Lampanta grade 0/1 that ... bean sulliedId to 
further processillg to f8IYICMI the ·orr fIavonJ or addIly thai made I 
Illedibla. The refining usually involves neubalizlllg the acid. blalchltlg and 
deodorizing the 0/1 80 as to IeaYa an 0/1 flat I baai :ally. 1111allll. 
coIodass and odorless It" has Ihe same fat COIdanI as Ihe virgin grade 
oils and thena Is growing medical evidence to s"gg_fIat I ctoa.I't have 
the same health pI'Op8I1Iea as the Ylrgln grade oils. 

• Pure olive 011 Is olive 0/1 with a mix of virgin 01 (1()..3()'Mo) to i ... .,.,. the 
color and tIavor. The left ewer pasta (pomace) .....nIng from the virgin 
olive 0/1 exlradIon procEls. contains a small perce"tage of "Ildual olive 
01. whIc:h Is exIIac:tad by RIfInIng. 

• RefIlled 0IIw Pomace 01 Is the 01 exII1lcf8d fn:Im the pomace using 
soIwn1s. ThIs 0/1 Is coillmonly used for manufacturing soap. kDlcatb, 
and Is sometimes used In cooking. 

• 0I1ve .. "'omace Oils Ie fined oIlYe-pomaca 01 with • mix of virgin aIM 01 
and Is used In cooking. Moat olive oils f'OInI on ~ (I"'port) 
COI.Iltries' supennarket sI1eMts 8ft! likely to be vaWaI bill.... willie 
varietal oils aRl usually found In specially and gowmet 8IORIs. &til_s 
of yields. 01 content and 0/1 quality of lOI'II8 varIeIIaa ... gMn In the table 
below. 
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Processing 

The freshness of fruit at processing and processing methods are the keys to producing high 
quality extra virgin olive oil (EVOO). The fastest oil extraction methods used by the majOr Oil 
companies involve hammer mills and centrifugal separators. Hammer miRs raise the 
temperature of the olive paste, with anything over 30"C having the potential to affect oil 
quality, depending on the variety of olive. Therefore the technique, and not necessarily the 
process used In extraction, is likely to influence the oil quality. 

Consistencies of Quality and food safety are issuas of great importence to retaHers and thus 
all supply chain participants including producers. Olive quality depends on: 

• Tree variety 
• Growing conditions 
• Pests and disease 
• Maturation state of fruit when picked 
• Post harvest handling 
• Processing 
• Storage 

Fresh EVOO Is generally fruity and aromatic with a low free fatty acid - about 0.2%. All olive 
oil declines in Quality once it has been extracted from the fruit, however olive oil from poor 
quality fruit or that which is stored for prolonged periods under the wrong conditions (i.e. 
exposed to air and/or light) declines most rapidly. 

The two main considerations for food retail outlets are consistency of quality and supply. 
The Hazard Analysis Critical Control Point (HACCP) quality management system has been 
introduced to the Egyptian Olive Industry, enabling the product to be traced back through the 
supply chain to the olive grove. This is required for independent auditors to assess food 
safety and for the product to be certified under quality assurance codes such as 
SQF2000CM. These quality assurance systems are increasingly in demand from retailers 
and represent a critical constraint (or opportunity) to Egyptian processors. 

Placement 

Placement Is a broad issua covering areas of intermediate and end consumer location, as 
well as distribution channels through warehousing and transportation. Based on current 
capacity and low volumes, the major potential market segments for Egyptien olive oil are the 
ethnic aistes in supermarkets, ethnic grocery stores, the specialty food trade inctuding 
delicatessens and the food service sector, which all require consistency of volume and 
safety. The trend towards globalization of supermarket chains and their expectations of 
consistently full product lines means that supply oonsolldatlon will be required to fulfill the 
demands of majOr export markets. The retail sector usually demands margins of 30% on 
wholesale price, however this varies according to proven sales volumes and supply 
competition. Proven high volume products may attract lower margins, but new product 
suppliers should expect retailers to retain at least 30% margin on sale price. 
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The health benefits of olive oil and Its dlstinctive tasI8 were found to be the two main facklr8 
influencing olive 011 consumption, and according to qualltatiYe nsBlardl they seem to lie 
connected (McEvoy et ai, 1999). ThIs reseerdl found that consumers who buy olive 01 
because of its health benefits later become accustomed to Its flavor. 1bis inplias po IlibIe 
consumer education in developing a tasI8 for good quality 0/1. 0Is with gI88Ier heaIIh 
benefits ans those with bitter or j)I.I'Ig8nt flavors, characteristic of the phenolic WI ........ 18I1Is In 
the oil. Consumers welt! unable to explain the differences beti;,een ~ and 
moncH.II1SItUrated rats and why certain types of rats ant deb ill l1li1181 to their heaIIh. 

Although some 00I1III.IIn8fS knew of cold pniIIIS8d viIgIn olive 01, they dd not Uy urJdeIstalid 
the implications of this process. However, the fact that consumer paloeploll of olive 01 as 
being 'healthy' provides the base for a Plomotional campelgn emphasizing such bar ...... and 
possib.'yexplalnlng the reas.",. for them. 

The outlook for the lt1dustry Is positive, with extensive planllflgs CI.I'11IIIIIy 1aIdng pIace.' 
However, there ant a number of challenges to be faced. Apart fRIm the fact that 
unsubsldized Egyptian producers ant dlsadvantagacl by hetwy a.opa ... UnIon gou.1ll'll8l1t 
subsidies to growers. proo8SSOI1I and packera. they also face the chal.'1g8 of inferIor.quaIly 
impolls brought In at law prk:es. Howwar, as I'I'IDAI and more consumers beWl .. e IlIr"'l'IlI8d, 
not only of the health berI8fits of olive oil, but of the mUlling of terms lice "exira virgin" and 
"virgln-, and the quality dlft'erence from chemlcally-n.flned DIs labeled "puns DII¥e or and 
-olive or, PlospedS for increased production of hIgh-quaIIly, locally produced oIs should 

ImpllcalronL After aD tills, what does this mean to tile _ ...... pnx •• 1 or? 

A case study or the GuI market Is Indlcallve or the CDIWIWIW aw •••• 1 PI .......... 
Egyptian prooesSOl1l, and for that matIBr. al Maghreb producars. muat OII.WiIe • .., .. 
to (MHoorne dominant market shale by the EU producars, ,...., • .,. Italy, SpaIn and GNece. 
The Gulls a price sensitive market and the Egyptian proceslon. find thamllMls about 40% 
too high in price, atIribuIIng It to the EU subsidies. ThIs Is III'I8OdclCaI as ALEB's IDIItIet 
studies Wllbadlct this to a oertaln extent. Wor1d merkel prices for ExInJ VIIgIn OIM 01 
conslstenlly run around US$18OO1mt .. US$21OO1mt bulk. ALEB'a market ba.l_ IUMIY In 
Saudi ArabIa In AprIl 2000 or 'IIII'iI:g brands by country of origin shows pao:. aged prices as 
follows. The wholesale prices below In US Dollars .. predlcaled on about a 35'JIt niIIum on 
the retaI price to the processor. 
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1 liter can 
Country of Origin US$ Price per kilogram US$ Effective wholesale 

orice to the orocessorlka 
Spain $3.95 $1.38 . 

47 liter can 
Country of Origin US$ Price per kilogram US$ Effective wholesale 

lorice to the orocessorlka 

SDain $4.76 ($21.94/4.7kg tin 
Virgin Olive Oil 

$1.64 

Country of Origin US$ Price per kilogram US$ Effective wholesale 
orice to the orocessorlka 

Spain $5.70 $2.00 

There are two provisos to the aboVe, which may support the Egyptian processors' claims to 
their inability to compete: 

1) Note that the olive 011 is not virgin or extra virgin eX<l8Pt for the last price. Spain is 
especiany notorious for blending their olive oils, subsequently reducing their costs 
substantially. Moreover, the indMdual conducting our market basket surveys was not 
an olive all expert and therefore may not have accurately reported the type. We 
suspect that the "olive 011" reported was a lesser grade, such as "pure" olive oil. which 
is actually pomace oil, or a fourth pressing which is achieved by mixing with benzine 
& firing to extract the last bit of 011. This is fourth-cIass oil. Our suspicions are 
validated by the boycott last year in the Gulf States & the Far East markets against 
Spanish olIVe 011 due to high traces of benzine in the oil. which is toxic and a potential 
cercinogan. 

2) Retail prices may be price points based on what the market will bear, rather than 
actual cost, supporting importers' resistance to price points offered by Egyptian 
processors, who only process Extra Virgin olive 011 - a product that is more expensive 
than virgin or pure olive 011. Note the last price at $2.oolkg is still just virgin, not extra 
virgin. 

Our conclusions are that the Gulf market is price-sensitive based on lack of knowledge or 
lack of preference for a premium product. Unfortunately, based on consumer lack of 
awareness in this market as well as other importing countries concerning the various grades 
of quality coupled with lower price points for ·pure" olive oil, which Egyptian olive all 
processors do not process, tha constraint to penetrating the market remains a consumer 
awareness issue - getting them to recognize superior oil and paying for it. Fortunately, there 
are olive oil purists that will pay for a high end product and the potential size of this market 
segment may fit the Egyptian dive all industry's ablnty to produce. 

Concerning the US market. there is a 4% duty on olive all from the EU while Egypt enjoys 
zero tariffs under the General System of Preferences for a Developing Country (GSPIDC) 
into the USA. This Is probably not enough to make a difference In terms of price 
competitiveness. The real opportunity lies in the size of the market in the USA. GIven 
Egypt's capacity - presently about 5000mt but ability to go to 15000mt with litIIe or no 
investment - they represent tess then a 2% threat to the merket share at current levels of 
productiOn. Their opportunity lies In marketing their product as a premium product, as their 
peroxides and pH are low, meeting or beating the International Olive OR Council's standards. 
Egyptian olive 011 has a distinctive peppery taste and meny are starting to do heat infusion 
with flavors or adding herbs and spices. This was Initiated by the ALEB project. If Egyptian 
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olive 011 processors can get their packaging spruced up, dIfferen1iata their pnxIuct & target 
their market, they could obtain 8 premium price for their product, which MUd oIfset their low 
volume constraints. 

An excellent example or lIlis is an ItaIan olive 01 wIIh the brand ..... MarIano.. A smaI, 
family owned estate or 7.5ha be~ Florence & Rome produces IhI8. They jl8Cokage in a 
oonvantlonal shaped green bottle, wIIh a cflStillclive black label and producIIon dales & expiry 
enfeI'ed by hand on the label. The bottle COIl" wIIh a hangIag and a COItcad pour spout 
attached and packaged in a distinctive green gift box. ASOOmI bottle whCllualos for $15.00. 
Their target market is the COl pocate gifts market in the specialty foods mIIitet segment. 

The biggest 001 iStIaint to Ihis effort is the Egyptian Import duIiIIIs & tarIII'8 for il!pOltad 
pac:kaging. UttIe capacity exists here to produce the requisite packaging nBaded to target 
the specialty foods market for olive 011 producars. 
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