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REPORT TO THE OLIVE COMMODITY COUNCIL 

INTRODUCTION 

This Report to the 0Iw.t Council is the outcome d II consuIing 11181Qi1.alt 
commissioned by the AlES Project on behalf or the Olive CommocIIy Council d the 
Egyptian Agribusiness AssociatIon. The assignment illll'Olv8d the set vices of II single 
consultant. Dr. DonaIdo Hart, who spent approximately tine weelas In Caio from MardI 
3 - 20, 2003. The focus of the assignment WIllI policy and regulatory issues repre s e IIllIIg 
real or potential obstacles to the growth of the Egyptian olive industry, wIIh .nphuh on 
internatiOnal compeIitivaness. 

The assignment comprised tine methodologies: doc:un'Ientay I e saaet .. dInIc::t pellOllai 
interViews, and meetillgB wiIh the OlIve CouncIL Documentary rmnd! was boIh 
eleLbOo1iO exploring a diYersity or web siIe8 relevant to the Inlt _III pi¥lical. 
revIeWIng reports prepared wiIhin AlES. StrucIl.nd i_views were held at EAGA, the 
U.S. Embassy. wiIh the GoveImJeIIl of Egypt (notably the WTO Depib .. ent d the 
Ministry of Foreign Trade) a local I1ISUI'dl insIltute, and wiUm AlES Itself. The 
consultant held two meetings wiIh the Council, or which the SfICOIIII WIllI a highly fruitful 
interaCtiIIe wor1aIhop. 

The main objective of this RepoIt to the Council is to pre s ent those policy issues which 
have been identified as of c::oncem to its members, to place 1hem in their global or 
doI.18Stic context. and to reconwnend specific or general ac:tioIl8 In respect d them. 

A S8COI KIaI)' objec:IMI, which constiIutes a response to an appeal from the CowIc::I. is to 
provide the undaI1yIng prIr.c::iJ las and main componenls d II dOlllestic at.. III 
campaign. While this objective digresses from the policy foc::us of the paper, It Is not 
irrelevant the Government of Egypt has a role 10 play in many d the policy Is B 18S, and 
the autrareneSS C811ipB/gn Includes the government as one or its target .... 1C88. 

All the policy issues dIsCI S B ad In the paper were idtIIltIIied by the consuIIanl In 
consultation wiIh members d the Olive Council. The 00I1text and _. as are gRUIded 
In fact. but the recornrnendatio are the consuIant's alone, and do not nee! II Iy 
represent the opinion or point d view d the AlES Project. 
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TRADE POLICY ISSUES 

DUIIPING FROM THE EU 

Issue 
TheI8 is a perception that the EU is "dumpi'ff olive 01 baIh *' Egypt IItfd *' the GIl 
Cooperative Council region. If true. the eIfecf would be to nraIttI E0Pfian oIItie 01 
uncompetJIive in Its heme as well as in tegionaI marlatIs. 

Trade Policy Context 
Dumping and antkIumping (AD) response meastnS ant Ir8aIBd in Article VI d the 
GAlT. The code formalizing antkIumping was negotiated during the Uruguay Rant 
and is entitled the Agreement on ImplelTleillalioo d Article VI. It boIh delin. dI.Il~ 
and describes the naIunI of AD measuras, their jusllflcation, a'Id their stalI_ d 
limilations. Contrary to popular belief, the WTO does not prohibit dun~; It slows 
~ to count8fac:t Its effects.' 

The GATT defines dl.llJping as oft'eiIng a product for sale in export marIc8ts at a price 
below normal value. The WTO allows ttvae methods d catadating whether or not 
dumping Is occuning. By far the most COii.iat, prefemId. a'Id slraighlfo",.d 1118Ihod d 
calculating -normal value" is through price colllparisons bet\tJ8en sales in the home 
market and those in the complaining export market. In the ail s ellC8 d this IIIBlllod. the 
complainant may use a price diIfeIellllal iIMlMng Its RIIIIItet and a I*d rnarbIl. .... in 
the absenC8 of that alternative. there remains a COiIIPleX meIhod d cata I 11., 
production costs as a basis tor price comparisons. 

In order tor a WTO member to InIIIaIe AD actions under WTO Nes, the complaining 
member must demoliRale both that duI ... .., is occurring end that It Is causing. or 
lhreatening to cause. malarial damage to a domestic importo()Ol'ipBIII., indusIIy (firm or 
sector). The demonSIIations must be prasanled in cIearty subslanlialed aCOilOil" IIIrms. 

AnalysIs 
In 1he case of olive 011. Egypt 'WOUld hIM to demoilnate that EU produceR ant 
expoI1iI., at prices signIficanIIy lower than their home market sales and that by 80 doing 
they are c:ausing malerial harm to the Egyptian-or 10 ~ustries.. 

There is little if any evidence of significant price dlffe""111! Is. In fad, a rapkI surwy of 
retail markets in Csiro Will show that local olive 01 continues 10 undeus_ the imporIed 
brands. ThIs is aIao an illdication that material harm Is not 0CCUIIng. Not only. _.arore. 
is it likely that there Is no AD case to be made. It is highly probable that no dUlilpihg of 
olive oil from 1he EU Is occurring at all. This opinion Is shared by the WTO oftic:e of 
Egypfs MinIstry of Foreign Trade. 

, The economic perspeI)1iv8 on cbnping • ladicalf dlleiall from the trade pei ......... __ the 
lendelleyof ckmping • to elll'''w:e CDnIUI'IlIW'" alble ilthe ~11POI1111g CCUIIIy. The ........... 1. il 
prIIdaIoIy ckmping which aims at consIrueIilg a monopoly ilthe nIC8ivIng nlllfbl From the poitt 
of view of eonsumer economics. thelmont. under-priced dumping of olive oi ec:Ud aduaIy __ 
the EgypIB1 c:onsumer. Whie 1his is not the ease. It Is always adYisabIe to ranember thai so­
eaIIaf duIqlkIg has two sides. 
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Recommendations 

1. The Olive CouncIl should not attempt to pursue AD actions. 

2. Begin regular, 8II8IyIic moniloting of IMvant infotmaIJon. ThIs 111OI1ioring should 
not be limited to market prices: it should Include 1ariff raIes c:I ilipolling counIrIes. 
quotas. subsidies, SPS candilions, and potslilial led ulical ladBls to trade. 
Monitoring and analyzing market infollllatian Is a dB ssil: service 1hal B S s odalions 
provide members. 

EU SUBSIDIZAnON OF OLIVE OIL 

Issue 
The EU pmvideB high subsitliss to ofW8 01/ producers. TheBe subeI'rIl S c:ower many of 
the costs of European producers, aIoIIIIing them to maitllaii high pmIJs IMtIJ wIJiIe 
seliiJg at /ow prices. The Egyp6an producers, wOO benefit from 110 sr.tDsicIies, find 
lhemsellles at II disllnd compet;t;ve disadvantBge with the ElIR¥lsans. 

Trade Policy ConIext 
The WTO's approach 10 subsidies and actions 10 offset their elfeds an IocaIIndusIry .. 
found in the Agreement c:I Subsidies and CountervaHlng Measures. In the pAlsent case, 
ana must refer 10 the Agreement an AgrIculture, especialy the sectionS dealing wIIh 
market access, domestic support. and export competition. 

At its slmplast, WTO rules disc:oI.nge subsidies that cause trade dMllsion. that MlE'S 
the trade libfJNlization effeds c:I the mullialel8l tradillg sysIiam (MrS). Bn:l8IIy 
satisfadorY negoIiaIions in agricufture have never been concIIlded. aIIhough there .. 
bound agreements specific 10 producls, and bound agreetnlillfs for reductions. 

The economic IiIeratl.n and the trade history an the SlIbjad c:I SllbsIdia s .. long and 
complex. The disputes over agricultural Slipport have often been cINIsMt and bIIIar 
throughout the GATT. and many Issues remain LIlnISOIved. The EU. through its 
COllllllOl'l AgricuHuraI Policy (CAP) has been owrwheImingIy the ilia ala sl ur .... 1CIer In Ibis 
domain. although few !Jading nations can proclaim lni'lOCllnCe of trade dlslol11119 
measures in the agricuIIure secIor. AgricuIlura SllbsIdias In the OECD CDI.I1Iries have 
caused enormous economic loss 10 dalteloplng and least dev sltlp8d naliolls. and the 
subject Is PI ouillent in the Doha agenda. 

Analpls 
EU produclion support 10 olive growers Is well doc:unented.2 Since, the support Is 
dis1rIbuIed among aU producers In member _Ie but only up 10 a specified production 
lillft its impaCt an foreign suppliers would be a matIar for some _1IIIysts The FI II en 
behind the complexity lies in the faclthat the EU Is aI anoe the lagest producer. 
consumer. 11I1JIOI1IiI. and exporter c:I cINe oil in the world. and a SViflC8nl PIIIcantsge c:I 
its importS Is destined for re export after mixing wIIh danl8Stic oil. 

% See the eO( e 'ant ALEB docI.ment. "Olive 01 SibIStion and 0UII00k Report 2002.-
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In a global situation where olive produdIon is ina'eaalllg in v.ious non-bac:lillllnlll 
countries (AusII 'p, Argentina, the U.S.), EU subsidies are Ilifended 10 shalar its oliva 
producers from devastating competition. But the EU's agricullural subsidiaI have pn:MId 
hugely expensive for the European consumer; they are contested _ from WithIn the 
Union. and they will prove unsustainable In an iI ••• i"ently expanded membership. 
Unfortunately for competing nations, however, the olive subsidies as is ganeraly the 
case in its CAP-are bound in the EU's negotiations in the WTO's Agreement on 
AgricuIlure. 

Does this mean thet they cannot be brought 10 the DIspute SetIIei_1I Boc:Iy as a 
complaint? It does not. R is possible 10 introduce a complaint to the DSB even when 
tariffs have been bound if the complaining member can demollA .... nl8lelial damage 
being caused to its induslry. The DSB would then II'I8IId8te a period d negotiations 
between the two paities. If discussions subsequently foundered. lite DSB could 
authorize counleivalling duties for the cornpIaInanl 

In the present instance, If the Egyplian olive induslry, after study. felt I has a case to 
present, it would ask the GOE to raise the issue in Geneva. Such a case. ha\'rJever, is 
unlikely to bring the desired resuIts-and the GOE for that mason alone WOUld be 
unlikely to presant it The first obstacle to the case is the ~ fact that I fils under the 
Agreement on AgriI::uItIn. an araa where the major trading partners. wiIh the EO in the 
lead. have been historically inbactable. Secondly, the EU's subsidin have been notiIied 
and bound-e fact which W88kens dispute arguments. fInaIy. if Egp ir*oduc:ed the 
case alone, the EU would argue that none of the oIher olive producing cw.b 18S of the 
region brought oompIaInt, and Egp benefited from the same aocess to the EU rnaket 
and dealt with the same problems as the oIher MedilBmlnsan COUiilllell several fA 
them muc:.h larger producers 1han Egypt 

1. Do not lifItempt a IbtmaI oompIeInt 01/81' EU olive subsidies at this fine. 

2. CondUCt a study of the issue. The study need not be exfensIwt. bul8haukl1oc* 
precisely at the subsidlell from the perspecIues fA total voI!.me, approal III 
volume per country. ratios fA subsidy per producer, per 1IOUne fA illipOl1ed ... 
&XpOIted product, and so forth. The study should exanllne the toIaI EU export fA 
olive product into the EgypIIan market. as well as into c::ot.nrIes whidI .. EmPfs 
potential export markets. 

a. ./(Jill beN willi allier produceIs in the Egyptian agticuIIum sedor. The oliva 
sectDr is hardly alone in being lui by EU piolecllonism ... Sltllidie 

4. Encoutage the GOE. Ihtough the UInIsIly of FoteIgn TII!Ide, 10 PIUS for 
aIeviation of EU subsidies within the Doha negotistiotlS end .,pec,osly In the 
foI1hc;oming Ministerial Melting in Cancun. 

EGYP11AN DUllES ON IN IUWEDIATE GOODS 

, ..... 
EgypIian CUstonIS impose a 40 ptJICfItrt duly on Impctted glass boI.tIfIs. As these bottles 
constitute an esselltial inIeIm&diate good for If1faI sales. the duly Is puniIiIIe to the local 
olive oil. and 8\Ien table olive industry. For expottrKs of If1faI product. the duly 
consti/uteS an antHxport bias and signilicanlly t1iminIsIIes the Egyptian producf's pdce 
competiIiven8SS on foreign tetsiI shelves. 
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Trade Policy Context 
Presumably Egypfs 40 peroent duty is not In WllllaWW1lion of lis bound &gIeemen". As 
a developing coun1ry, In any ease, Egypt enjoys leeway under 1he EnablIng Clause and 
the Integrated Framework provisions, designed to mitigate the cosIs of WTO WlllIllanca 
for developing BOOIlOIYIies. So long as no other WTO member contesIB tis tariff rate, it 
remains purely a domestic issue • ...,. 
SInce Egypt has a subslaldial glass ildustry, the duty on i'1JOl'f8d bcaIas is DINIousIy a 
proIectionist measure. Whether the me saute aeales or dIministIas welfae for Egyptian 
society is the subject of an economic slKIy and is menIionad hare only as a l8fererlCB to 
the economic oonsideudlolls .ound protedIon.IThe duty is of great cOlloem to the oIMit 
pnxIucers, who point out the apparent Irony !hat ody a 5 percent duty (IavIad on food 
products) applies to olive 011 imported In excsaent quality glass boIUes such !hat 
IheoretIcaIIy they could re-seII the Imported 011 In Ioc:aI bottles and use the OIlginal 
oontailEll"S for export. 

AIlhough they unanimously regret the 40 peroent duty, the Olive Coooc:iI membens do not 
speak with a single voice about the option of Ioc:aI supply. Some apparently bale we 1hat 
the domestic Industry lacks capacity to pnxIuce glass oontainers of II quality denalded 
by consumers in Europa and the U.S. especially of high end COI'IIUIIBI'L Others 
suggest that the Egyptian glass Industry is capable of pnxIuc:ing the l1IqIisRa quality 
oontailerS but CBrii'lOt do so dependably, WlISistantIy. and in approprilllB cp.&tllI! I 
Some members seem to feel !hat procurement could be done succe ssfully fRIm local 
manufactI.,H'eI. 

Wherever the truth lies. the fad is !hat the high duties on itnp0l1llld 0041 II aIfec:t 
domesIiC retail saies mons than export saies. The AUSOII for thIa is 1hat exportars can 
import bottleS through one of two means 1hat will exempt them. wholly or pa1IaIy. fRIm 
customs taxeS. (These avenues ana disa ISSed In detaI In the foIiMil9 1IBdion.) For 
domesIiC saleS of olive 011 and boWed tabla DINes. the pnxIucer wi! eIIher have to be 
satisfied with Egyptian-made botties. 01' he will have to deal with the cost of custon. 
duties In his caIaJIaIions of margin. 

As Egypt is a mamber of YIII'ious fI'ee trade agreements. one avenue for il4lQll1ler$ may 
be recourse to goods produoed by another member of an FTA. Jedda, for exaliiple. is 
cited as the locus of a very high quality gIaas Industry, and both Saudi Arabia and E(MJl 
are members of the Greatar Arab Free Trade Area (GAFTA). This aIIamaIMt. houAMll'. 
may not prove YiabIa for reasOIlS disalssed In the section on Free Trade AgIeemell" 
below. 

1. EsfBbMsh B comI""SB to study and pt8IIIBIll CQfICIusIions on the IJUbjecI of glass 
bottleS. This should be an ad-hoc WI III_ of short duralioo. If the Olive Council 
is to function elfadively to the benefit of lis members. It must begin to 8SSOOIB 
some joint eIforIB In the common Inleresl AI a IIIlnlmum. 1he slKIy should sliM 
CouncIl members to III1iaJIaIe the mauer of idennediate goods, and specificaly 
glass boIIIas. with a 001'01111 wios. 

2. AnBIyze the sIakehoIder unIvetse. AI first glance, the Egyptian gIaas ildustry is a 
negative stakeholder. in the sense 1hat any reduction in present tariffs would also 
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diminish its protection from external ~. The oive i'IdusIry must ask if 
there Is any quid pro quo which woukl make !he glass lobby alBI8bIe to ... 
reducllona. Voluntary. firnHeveI agraements for increased local pn:IQ.nm8IIt do 
not violate nationallreatnlant' under !he GATT and might COIIIStibJIe., approac:h 
to nt:IQOliations. But collaborative stakeholders may also be enIstad. Who else Is 
directly affected by !he 40 percent duty? Would they pall!" a'e in a policy 
advOCaCY effort to push for change to !he 18181 

3. ConstnJct 8 price 8II8Iysis at di1f6lflflt duty rates. Using actual or t~polhatlcal 
figures. shc7N how !he duty alfeds the c:ompetiti • ., e s & 01 oive 01 or table olives 
with imports from Europe. Even for infollllal discussions wIIh the Government. 
representatives 01 !he industry should be able to cite such ill'ullualioo 
spontaneously. For serious advocacy. the analysis wit have to be based on real. 
not hypoIhetic:aI figures. So as not to disclose entirely private COIpoIats 
informatlon, the analysis CM stop at the gross profit mmgili. using only the 
figures for gross sales and dlrec:llnputa. 

4. Move towards 811 sdwoc8cy campaign gingeIty. Becauae export sales are _less 
affected by the duty than domestic sales, and the local martel CM probably be 
satisfied wiIh locally produced botIIes, the Council's argw'I8I1Is tal short 01 being 
strongly CXII1lIelng. The Council must. theiefonl. walt for the light nlOR'llll'lt, 
gamer ooIIaboiation from other stakeholders, and mount a dear a'Id peI'SI he 
argument beI'ure suing for change. 

CUSTOMS EXPORT AND RE-EXPORT FACIUTIES 

...... 
Although the Egyptian oIitte and oIitte 01 pmducers hIw8 suIfered from high 4Ifies on 
prillcipal intermediate goods, they CM bfIneIit from two de8rance mechtItIism8 "Jf 7 fad 
as patt of the GOE'B export prorrlOlion effort. 1hase 818 sill impedec:t mechanisms" 8IId 
thus they fall to deliver the full8I'IfI& of bfIneIits they 818 inIfII1ded for. The,. AIIbIIIe is 
not worldng in favor of the IndusIry at BI. 

Trade Policy Coulllxt 
WTO ruleS are silent on the use 01 drawback and tampoIa¥ adm' 'III .. These 
machanismS COIlStiW18 a Iegltim.1e COIIIpoI18nt 01 domestic trade policy. 

ArIides 98 and 102 01 the Egyptian CusIoiIIS Law cover IenlPOlay ad .. luillllS and duly 
drawback respectively. 

Analpls 
Under tempotaty admissions, goods dulined for re export are alknrJ8d into the counIry 
without payment of duty. In.,orters of InIennadIaIe goods must 1\01l81li sla a a put up a 
deposit, which has the etred 01 a guaranlea. equivalent to the fuI value 01 clJIIes and 
fees on the goods. The importer c:ompleflas a apadaI form. which Inc:kIdes aI '8'111. It 
information on the goods. leferallcing bIBs of lading. imIoic:e. COIItMt, value. Inlllllltioll to 
re export. and so forth. Upon re export of the goods used in the manurac:uing pnxBU. 
the ''''pOi lei' recai'J8S his deposit. 

• Like Most Favored Nation. NaIIoII8I Treatment constituleI one of \he fuoIdan .. 1IaI p.qlBI of 
Ihe WTO IWICIIs found In aIIlhreI oflhe main agt_1IL It __ that once belun goods '-
elllenId Ihe matet. they must be lr8aI8d equally wiIh locally produced goods (or ___ ). 
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DtaIIIIbaCk functions somewhat differently. In this case, the manufadunIr pays aI dUties 
and taxes on the Imported goods. He Is not requir8d 10 complete a special form, 
presenting only the normal doaa1lenIs requirerl for the ralaasa of goods from c::usfIOms. 
For a period of one year, the importer has the option of re-exporting the goods and 
receiving as drawback the value of duties and taxes paid. The goods nut COIIStiIul8 part 
of a final manufactured product. In Older 10 qualify for dlawback. a customs agent must 
be present during the process of manuI'acIur8. A second a~ detemilles 1he wIue 
of the drawbaCk. 

Both facilItieS ana well known inlernaIIonaIIy and used in some form by most eucpcIIUII9 
countries. Drawback Is the more corrmor .. International best pradIce doll not. how8IIer, 
ordinarily require a guarantee of ruB value for talnponIfy admissiollS, and in I B E lfilg 
exporting countries the guarantee may be deteimillecl through risk rs sa ssment 
mechanisms. Under present COIIdiIions of monetary Instability, rnorecMII'. devaIuaIiorI of 
the Egyptlan Pound during the period betweBn deposit and restitution may I8pI B S ant a 
significant cost 10 the rnanufacI1.nr owing to loss the CI.II1'8nCy value. 

Under the drawback mechanism, this cost Is 8XIIC8IbatecI by 1he ,I, gad IeIhaIgy of 
custorns in returning the duties and fees, a process which takes up to six Ifadhs merely 
for processing once the manufadl.nr has effected export opaallons and PI alB! lied his 
request. 

A third export facility Is the tax rebate IntroducecI by the GOE in 1999. Under this systam. 
which uses specific rates for differerJt Industries, exporters receive a perCBlltage of 1he 
FOB value of their exported product. For the olive industry, the rate Is 8 peroant. WhIe at 
first glance this may appear 10 be an export subsidy. It does not faD Lnfer GATT ailleria 
as such, as It Is not industry specific, Is not inleildecllo benefit a particUIIw con.nodH.y. 
and is not destined 10 support production. It is simply a rebate. available 10 most if not aD 
IndustrieS as part of a national export Plomotion progi8/TI. 

The Olive Council has ralseclthe prjIlCipal defect of the prannt progI.IL In order to 
qualify for the rebate. exporters ana required to deposit 100 perea II of their 8liport 
earnings on any given shipment in a local bank In EgypIIan pcu'Ids. Once again. the 
Aligning unceItainlies in the money marIcats effao:t aN benefit from the callais BecaI_ 
the pound is floating. and becallSe there Is no spot price in the rnartet. the Sp! Bad in the 
banks is quite large (desalbed as from 5.69 10 5.89 as of March 15). and the &pre ad 
'*-' bank rates and parallel market rates is as high as 12 percant. Bydeposiling his 
export earnings in pounds 10 raceive an 8 petcent rebate, the exporter acIuaIy suIfaIs a 
loss in the range of 4 percent. 

In sum, each of the fadlilies desaIbed here l8pf'8senls pm4lCPort domasIIc1rade policy. 
While they contain noIhing ImovaIive, they ana posIIMt lin I ULntS. With IIlif11'O\iBhl8lds to 
both implemellteUor: and to requlrerM .. ts. they could become even more effedMt 
means for enhancing the export COJ'I\pBtiUvellBIII of EgypIIan pmducIs not the least of 
which ana table olives and extra virgin olive 011. 

Recon .... .c1al1oilS 

1. Use CO*JJOiate :mategy 10 dtII.etmIne IIIIhich at lite facIIIIeII to use lor lite import of 
bottles and other pacItagiIlg goods. If a company knows precis ely the number of 
unitS Its will ns export. It shouid opt for the tempo:.y _, II &Ioi IS nsg/I'., sInc:e 
restiIuIion of the guBl8ntea Is said to be more st:aigtllfonuiSld than restiIuIion 
under drawback. If it Is unsuns. it will avoid paying a surtax on non-exporlecl 
goods by haYing them nsleased under drawback. 
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2. ConsIder joint impottatIon of botIfes. Some of the olive procblers export 30 
percent or less of their oil. In such cases, If !hey are Imporll1l9 bolIIn. 1hay wII 
either have to bring in mixed 0Ide/'$ mBlnl both for domesIic as for export 
sales and fOlego temporary admissions. or !hey wi. haw to make separal8 
orders in quanlities that wiI raise pricIes. Combined orders coUd address that 
problem. 

3. Ad\IoCate for COIltiilUBI /mpro'Iements to the instIUmenls. As a CouncIl, ... 
possibly in tandem with other agricultural or food groups, the olive producers 
should provide accurate. well-founded feedback ... 18COI1lI'B'ldatiolls to the 
Govemment These recommendation may emallate from the A'IJ8nmess 
Campaign described in a secIIon below. ImproMnen1s may incbte: 

• AdopIIon of rIsk-assessment methodoIoglel separaIing ill!pOi/1llfS of 
sound reputation from others. such that the former wiI be requWed to 
deposit only partial guarantees for tempOI8Iy rei, a se of goods; 

• AI:;c elelation of restitution under ell-back; 

• Rebate of taxes even for foreign a.mInCY deposits. or rebaisl reqUrfng 
only partial deposit of export eamIngs in local currency. 

4. Provide comp/imIInIlIty fesdbBclc on the successes of the mea .... Gowammenl 
ofIIcials welcome the knowledge that measures insIituIed have goUen positive 
results.llwiO be easier to succeed in lobbying for improwmenl if the I"UPOIISIbla 
parties feel that former positive efforts have been recognized .... acknowledged. 

CUSTOMS VALUAllON 

Issue 
The Egyptian Customs AuIhorlly oonlinues to use the Brussels VMatIort Sysfam. 
despile the feet that the GOE ill 2001 accepted tnmsacfion valuation as Is sIaIrdtInI per 
its WTO comtIIiImeRts, as well as per 81mng counsel from the WOrld Customs 
0qJaniz&ti0n (WCO). The CommetcIsI SecIion of the U.S. EmI:Ies$y IfIIJOfI3 that ~ 
81 comp/8infs they nIICeNe about imports have to do with vaIuaIiOI1. 

T .... PolIcy Context 
Customs valuation fails under Article VII of the GATT ... in the WTO has been dariIed, 
modemI:zed. and expanded in the Agleement on In!plen ... 1atiun of Article VII. The 
objective of the Agleemant Is to establish COl Iillen(,y. falmUI .... frall$p8Il!IIlC:.)' 
among al membenl in how the value of goods Is detelmined. EsaJr'rly •• says 1hatthe 
value of imported goods should be determined by the COIllll8lciallrwoice accoli,pailying 
them. This method is refemldto as the GATT Valuation Syslem (GVA) or as -bWlsaction 
vaIuaIion." 

AMlysIs 
The over&rdling advantage of the GVA Is that it dinlinishes the IeeW8)" for 8IbIII8Iy 
def8l1l1inations and, by so doing. mIIlIates agaillst conuption. Its bW\sparency is 
advan1ageous to the entire rrlllllllIIBrai treding system. ArbItrary delermillallon of".. in 
customs can easily become a non-tarIff barrier (NTB) to trede. 

The GVA is being implemented slowly in many developing and least dENeIoped CXUIIries 
for several 1'88SOI1S. An ubiquitous If little compelling reason lies in tueauClatic letIagy 
beforv change. A more sinisIer reason Is concealed In loss of oppoctunIty for rent-
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seeking activities among customs agenIs. S1Jonger reasons for resistance to change, 
howIMlr, come from ec:onomic mlIlisIries and center on I.I't8dllcal behavior In the 
corporate sedor rather than In customs. In the past. whent CIJi .bal banks kepi: rigid 
COIlbois on foreign exchange, over-lnvolclng was COiI.,1on 81110ng eJCpCItars who sought 
to retain hard currency earnings In fonIign accounts. In today's libeIaIizIId environment. 
under-invoicing for fiscal motives III far more common, and the COi aseqll8I1t drain on 
revenue beC:OI1IeS a legitimate concem of govemmenIs. Including the GcMmmant of 
Egypt. 

Customs autholities that adopt the GVA have I8COUnI8 to aIIemaIive mellIOCIs for 
determining value when they have reason to qllestion an Invoice. In ORIel' of prtority, 
1heseare: 

• the value of Ida dIcaI goods, 
• the value of similar goods, 
• the deductive method, and 
• the ccmputed value method. 

Successful implemsnlation of GVA III ultimately. and CMII'WheImIngIy. in the in.,. of 
COIllllIml8 as wei as of government. The orNe industry does not haWI ........ need of 
imported Intermediate goods, but the one single need it has I1IprBSenls a major COfIClIII1\ 
of the Industry. Effective ~tion of transaction valuation III In iIs iuleiest as wei. 

1. Educate CouncIl members about the GVA. HII priI1c:iplas ana siqJIe. and they ana 
wor1h knowing for any enterprise Ihat Imports on a regular basis. 

2. Support Implementation. The olive industry can do this in SIMI'8I ways. Fist of 
all, It can establish trust for itself in the Cuslon. AuIhorIy by 1II.1I1.lIln9 an 
Industly principle of honesty and transpanIncy In lis own COI1'II1I8IdaI 
nnsaclions. Secondly, it can and should c:haIIenge abibwy ·taIIl8III)lIs as they 
ocx:ur. Finally. it can publidy manifest its support. as a Council. for ace e Ie at&d 
implemeldation of the system. 

TECHNICAL REQUIREMENTS 

,..". 
The OIMI CouncI is 8WBI8that the Notfh Amedcan (),fw 01 Assc>clafloo".. I/9fwd 011 
standanIs for extra l'iIgiI 01 that are more ~ Ihan those set by the ""'tftl .'a._ 
OIMI Oil CouncI. This is the kind of insttument that may constiIute a l.eihtlcal ba"fer to 
tlads (TBT). 

Tracie Poley CoIIIIIxt 
The WTO recognizes that technical nonns and IllarlcBds ana I S sal tinl to alecotIOIcdas 
as well as to public safety. The GATT Agleement on Technical Bwriera to Trade III 
intended to guard agailSt trade dIstoI1ians aeal8d by sIandaIds Ihat ana "",,sadionist in 
disguise. Ihat ana cflSalri1atory (In violation of national nabneilt), or that ana not based 
011 &cieI1IlIic eIricIenoe and could obsIruct IibenII trade. Harmonization and nutuaI 
recogniIion of slalld8lds in the WTO membership COiiSlftule the guiding prIncif.lles for 
technlcai standards. 
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Analysis 
11Ie instance in reference does not constitute a TBT. Although It may be true as Blaged 
that the North American Olive Oil Association was persuaded by 1ta1ia'18lqIOItels to set a 
sightly higher standard (acidlly) fer the exira virgin dassilicalion than world standads 
call fer. it haS done so in a wholly non-disaimlnatory manuer. 11Ie U.S. raquiernenl that 
oil have 2 percent or less acidlly to be thus c:tassified applies to .. olive oil. totaIy 
lnespeclive of origin. It appllas equaly to olive oil producad within the U.s. as to that 
which is expol1ed. and there is no evidence that the standan:I would _dude product 
from any current olive oil exporting oounIIy or region. 

Recolllmendations 

1. TheIe is no ac1ion to pursue In the case cilsd. Furthermore. there Is no n.mor ci 
TBTs anywhere that would exclude Egyptian olive oil. 

2. MaintaIn ~ over IntemationaI matf<ets. 11Ie fad !hat no TBT exists today 
does not Imply that none could arise. A TBT could concem packaging as waI as 
chemical conlanl of the olives or the oils. One must ramember. hcn1l8Y8l". o.t new 
technical or sanitary and phytosanltary (SPS) requirements wiI not necassarly 
constitute TBTs. If they can be shown to be mandated. for exanpIe. to pctAad 
consumer health In a given country. and the new standards 818 founded on 
scientific evidenca and are applied In a non-dlsaiminalory 1'1181""... espettaly In 
regard to national trealrnerlt-they are unlikely to be considered TBTs by the 
WTO. 

SPS AND RELATED REQlIREIIIENTS: EU AND US MARKE.S 

Issue 
The OllIe CouncIl has taisBd no oIJjec1Jons concemIng the various I8QUIhImetIfs d the 
two IaIpJBt Import maIfaJts for dille 01. Sanitary and phyIosanItary msasms for ollie 01 
are II8IY IBIgt1Iy CO/IIJoiled by the InlemaIJortaI 8S!OC'lall<lll. end these 818 gan&I8Iy 
known and BVBIable.1S Other I8qUirements In the U.s. and EuIope concam ftJods at age 
and are not specific to edible 011& But the Europetm and the Ametif:an BfllJloaches to 
QJlfiIicBtiOn are dIIJ'&renL 

TI1Ide Policy CoIIItUt 
SPS requinSnIerIIS differ from Iectti1icaI me as .... In !hat they are 1 .. Ia"dad orIy to pctAad 
human and aninal health and the environment. In the WTO they want origlnaIy 
negotiate II as part of lie Agreement on AgrIc:utIl.n. and they fBI under lie AgI a slTl8lll 
on the ApplicatIon of Sanitary and Phytosanltary Uus ..... WTO lUes 818 •• 1IIBd to 
ensuring that they are not used in ~ !hat cause trade diversion. fer exBl'IIP" If they 
818 in effect used as a form ci pcolectionls1l1. 

11Ie Good Manufac:turing Practices (GMP). Good AgricuILnI Practices (GAP). ISO. and 
the HACCP frame .. OI'k used In E..-ope and lie U.S. are mIated to SPS but differ IlIsofa 
as they I8p! asant systems raIher than technical specifk:ations. They 818 used in support 

5 The ~ ft.pollaut of U- docooaIIs III the queIly control cIacI.Inent of the IOOC. entitled 
AQreemtml frJrthe QuaIry ConItoI of the or... OIls and or... ~ ilia A .. " I rim file 
Countries WheI8 the IOOC ConducIs PromotIoneI ~ For 801"118 _ the doc:urnent III 
unavailable eieCbOllically. It is a 11-page text with extansive and often Y8f)' technical allactme"'" 
The present writer obtained a hard copy of the document in Its antIrety from the Nor1h AmeI leal 
Olive 01 As_aion at no cost It was ~ how IYIMY of the membln in CIIIro actually 
possess this text. It should be among the first documents in the CouncI's IWOUI"C8 ClIIIIIer. 
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of positive SPS regulations. None of them is governed or in any way mandated by the 
WTO. 

AnalysIs 
An olive oil exporter to the U.S. needs no c:er1IfIcaIIan, unless the product is spedIied 
"organic.- Even where the US Department of Agric:uIIure raquiras a procU:er to haVe a 
HACCP plan, it neither requires nor provides c:er1IfIcaIIan. The same 8PJ!IBS to GMP, 
although some private associations have set up a certIficaIioo sys1em. 

In Europe, certiftcation assumes a much more important profile. The RAB n the IRCA 
are European orgarlizalioos that scaadillhird-palty organizations as oIIeiaI Cl8i Iitic:atiow1 
bodies. They can also scad companies outside of the EU for elqIOIt into the EU 
market. 

HACCP, which COilbuis for mia'obiaI. chemical, and physical c:ontanW1aIion delll8nds a 
series of prerequisites. The advantage of HACCP and GMP is in identifyiIvJ c:riticaI steps 
to ensure food safety rather !han demanding endless inspedioJ., which also r8quires 
cosily external resources. 

Recammendatfons 

1. Unden1tand and be vfgIsnt of SPS mElBSU18S as they 8Ifse. 

2. Cmate a resouroe center with ready and cunMt Information on ISO, GAIP, GAP, 
andHACCP. 

3. Nurtule a vision of the 0Iiv8 CouncI as B future OI9Iti1icatiorJ body. 

4. Encourage all members to obtain cerliIicatiorI for the EU and to develop Ihe 
tJBCeS$8IY plans for U.s. buyets.-

EOYP I'S TRADE AlliANCES 

...... 
The Egyptian oIiIIe industry may be able to beneIil ftDm liM tnKIe BglISeIIl8fICs for lIB 
inputs and suppIias. 

Tracie PoIIq CoIdext 
Regional integlalion aQitiEII ...... nlliEIIlIIIlIsm are recognizad by the WTO &.rider Article 'XXIV of the 
GATT. SUch &gIeemerds may be he trade -. Q.ISIoms 1.Ilk:Ins. common rrattels. or 
economic unions. each having progressive degI BaS of ~.fegiation. They must be 
"notified" 10 the WTO, which has formulated a set of rules 10 cub tracre-restrfc: 
aspects of them. When WTO members enter into bilateral arrangamenIs wiIh an FTA 
that has not been notified _ this is not dlsallcwed !heir 0CII11118Rl8 wIIhin that 
context could be challenged by oller members. Many FTAs In existence today 
especially among developing coullbies are really more poIHIc:aIy !han commen:iaIIy 
motivated. 

• The ALEB Project hal produced useful8IucIes COiIQlllIIinQ lhe U.S. martel The IIIOIl piiilll .. l1 
of __ is entitled "USA Import Mcwtet far CJIIvoe 01 and CJIIvoe 01 ProdIIdB -It _ wriII8n In 
2000. The i as a arch condIldBd by .. ALEB consultant, Zabuel Jones, Is InvaIiIllble BollI studies 
also 8ii!phaSiZe the impol1arlCe of brand image and make aiIicaI obseMIIIons on the CImInI 
status oflhallmage. Neither aIudy,lKMever. includes conunelilalyon lhe methodI:JIogyof 
aeaQ1g 8i1 image. 
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Analysis 
Egypt is involved in O\/W twenty trade arrangements. The most signillcant of Ihese are its 
WTO membership, the second Egypt-EU AssociatIon Agreement, COIESA (the 
Common Market for EasI8m and SouIhem Africa), and GAFTA the Greater ArI!Ib Free 
Trade Area. Egypt has had discuSSions with the U.S. about a bilateral trade agfaament, 
but little prograss has been made. 

As Egypt beneftls from the EU's and the U.S.'s geneRIIIzIBd S)'slem of paferl.1CeS, and 
as it is a WTO member, the COIA'ltry has not fell a signiIicant need for the oilier FTAs. 
COMESA belies its nama, since as yet it is not even a fi.l1dioiIing CUSloms .nan. much 
less a common marketl GAFTA has no web sita, little information in any language oller 
than Arabic. is not notified to the WTO, and is said to have a vast negative 1st of 
products ineligible for benefiIs under the anangement. 

These two last points may be impoftant to the EgypIIan olive 1ndusIry. Olive CoI.I'IdI 
members, In discuSSing aIIematives available to them for procuramant of glass 
containers, mentioned the possibility of ordering from SaudI Arabia under GAFTA 
provisions, which theoretically would mean reducing the tariff from 40 peroant to zero. 
Two problemS may lie in wail first, If glass cantaInenI faI into the negative list, the FTA 
provisions would not apply, and aJStoms would duty the shipment at its nom .. raIIB. 
Second, as Egypt is a WTO member. but OAFTA has not been nulllied, a IhIId PII1Y 
member could raise a complaint against Egypt If It were to divert its proc:I.I1III18I to 
GAFTA. 

Recolilmendallo.-.: 

1. Explore fh& possJblily of ptOCIJI8Irf6IJt ftom SaudI AIabIs (or oller GAFTA 
membetj. Eligibility of product wiD have to be ascertained, and-I' av I. Iia the 
Council shoUld discuSS the matter with the t.tnistIy of Foreign Trade. 

2. P8It/Cipate voIuntBtIIy in fonIms which adIIocate for greater EgypIIen ptiIIIIcIpolivn 
in beneficiall8gionaI and bIIafeIa/ trade agreements. Mexico's economic lUge 
under NAFTA and the benefits Jordan has receiYed fnJm its bilateral with the U.S. 
(which mandates israeli participation) .. good examples. 

3. Seek a lII'lice in fh& Doha Round, and in fh& ~ AIlnIstedtIII in Cenc:ut. The 
Council should raise with the WTO Oftioa of the Mlnlsby of Fc:nign Trade the 
matlIBrS of importallce to It. In a scenario in which the olive Indusby is unIIIceIy to 
be Qianted potediurist legislation, further iJdegialion and daaper ".""'h. of 
trade is almost calailily in its ilioterest. 

AN AWARENESS CAMPAIGN 

Objecttues 
The campaign wiD have a domestic focus. In future, It wiI be possible to buDd on the 
success of the domestic campaign and mI8te one for specific fcnign or global markets. 

The irrmedIaIe purpose of the campaign is to raise the profile of domestic olive 011. The 
two objectives of the CampaIgn may be stated Ihus: 

1 COMESA has poposed lOur levels fOr ill I ..... ' .. ' eDmaIlllrifrbut has DOt 1IIMIe .... efkIiw:. 
COMESA is IIUIdy IIDIIlII& the FTA's with a IIImDg political hasis, IIId the ___ pobob1y be .... 
Egypt'. JDIlIdx;isbip in the .... ___ 
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• To inctease domestic sales by en/igIJteIWIg the local COI'I$UIJJf1I'about the vat.te 
of EgypIjsn extra vipin olive oil. 

• To Improve the policy environment for the Indu8tty by gtIInGI1ng the BIIsntion and 
sympathy of IegisIatOIS. 

The Audience 
The campaign will target three audiences. They are: 

• the local c:onsumer; 
• the relail merchant; and 
• Govemment oIIIcials. 

Local consumers are individuals and families and may be of either EgjpIIai. or foreign 
origin. They reside in Egypt and pun::hasB their food suppiB. In local markels. RapkS 
surveys will determine the necessity of marttet segmantation. And the const.mer target 
should Include current oonsumers of Egyptian olive 01, consumers of i.ipOIted brands. 
and potential oonsumers who currenIy do not buy olive 01. 

Retail merchanls are oonsumers of first Instance. In madIIm supennarkeIs. point-of-saIas 
inYentory through use of bar codes provides 1nva'!'8bIe infonnalion GIl tuncMr, voUnas. 
and consumer preference. ManufacIurera and large scale ,81 E lalS find muIuaI 
collaboratiOn il seiling a product through the retal8r's man::handisillg and the 
manufactUrer's adwItising and pubic relations efbts. The c::ampaIspi wiI InfIuenca 
retailers' men:handisIng deds/ollis. 

Government officials decide policy that al'feds manufac:bnrs' busiII Becausa the 
government is made up of individuals, who in their private has are also consumers. this 
target audience converges with the others. FUI1heImore, proa.nmanI omcers. in their 
public capacity, also buy product. Insofar as they are already at their maxinun 
procurement of olive 01, the competition for their albMtion wiD be Inter-finn; insofar as 
they purchase other vegetable oils, or even foreign olive oils. the C8Ii1)8ign wiI strive to 
affect their decisions in favor of the entire Industry. 

The Brand Image 
A comniQl1 I8IK1ency to conceiwI of btand as only a visual image or a verbal II I 8 I age Is 
misleading In a serious way. A proprietary brand Includes logos and tag Inas. but what I 
COI1\I8y& to the CQIISl.I1'IIII' Is far de 8 par and requires patient. thorough dIMIlopment. It 
should evoke In the mind of the CQIISl.I1'IIII' (lncludilg curent non-consumars) aI thaaa 
positive aspects that the owner of the bland wishes to be as s CtCiated with his product. In 
the case of olive oil, for fIlaII'I1lIe. the IOOC has already acIIia'dId remaItcaIJIe progI B S S In 
making the WOI1dwida CQIISl.I1'IIII'think of olive oil as a t ...... dlful and ala.,.il slarnalMt to 
other edible oils. 

BefOie the Olive CouncIIIaI.I1chas the campaign. It nust davslop at least the baai8 for Is 
brand. The logo and pr'u"lClpal tag line wiI be IlitpOttanl. but what pI1ICId5 them is the 
0VIeI8II message that the CouncIl wants to deliver. Why should the eg,ptian consumer 
buy olive 01, and why should It prefer Egyptian olive om Natlollal pride Is inpDltant but 
insufficient and, in a IberaI tredilg environlilent. unsllstail8ble. Price Is a sa-...g point. 
but always a risky GIi8 to depend 01'1. The product Itself nust be seen as superior In the 
parcaptionS of the audience. 

The hisIDry of marketing during the past century shows that SUC08SsfuI logos hIM! 
occasionally bean devefopad fortuitously. or by a spontaneous stroke of genius. but the 
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bland has not SulXe ssful and enduring btallds hIM emerged through study. analysis, 
and consistent adherence to the principles the bland rests upon In the IIBIUI'actI..n mel 
sales of the product Falure to develop a brand /mage Is to forego the nICe to shape 
the public's perception of a product. The Olive Council wi have an ... dllllg c:ttalenge 
before it to create a sumessful bland. II must also bear in rild that del; II oping a brand 
in Isolation from the consumer C81rIes enormous risk of faIure. No grtIlC) or peate S siDlI8I 
consullant, whatever the quality of his or her experience, can assc.n lie appeal of a 
bland in the absence of formal consumer re 9 Barch. 

The most widely used method of consumer rese_ct. Is the focus group. CoIISIdered the 
richest methOdology for urodeislaolding buyer aIIiIudes mel pen )8IltioI .. b::us groups 
help marketers urodeist.1d what rnotivaIes consumers at a deep level and how to tal a 
product stoIY that Is releVallt and mearingfuI. Once focus group SU'VIJY resuIIs are 
analyzed, work on the bland Is wei advanced, mel it may be that thn:ll.9Ilhase SU'\'!iJyS 
a logo and a tag line hIM bean idetltified. 

The Olive Council wi be wei advised to conduct preliminary focus groups as a 
foundation exercise for the Awareness C8mpaign. The next step Is to convey the bland 
to the public. 

Communicating the brand 
Variously called the advertising, public relations, or promotional mix. lie set of media 
lhrough whic:tt the product message Is relayed to the consumer public shoUd be 
strategic and diverse. Underlying the c:ornrnur1icati sirs.' whictlls the heart of the 
Campalgn-are several principles: 

• Every contacl with the public Is an opportunity to reiI.fOlce the brand image. 
• ConsIstency in the ~ and the message Is essential to SlSIu!?-o::-;[a=:ss~lIinr ... 
• The manufacturer (or the Council) Is in control of the public's paroaptiOIlS of lis 

product. 

The Council WIll hIM to determine the mix it uses ac:conlllg to lis kncMtadge of lie 
public: arid its resources. Some of the melhodologies for I88d'IiIIQ out are: 

• An EgyptIan OIiIIe Industry Web Site (poasiIIy as a portal for aI n I8IIIber 
companies), 

• adveI1IsIng in print and on radio and teIeYision, 
• advertising on bilboards arid public CI'.lfl\I8YIIOO, 
• street festivals, 
• trade shows, 
• store peomolions, mel 
• seminarS for pubIcIpriYate exec:uIIves. 

The iTopoItant lhing to remember Is that .......,ullool and consistency, even at a low key. 
wi have a far greater effect than a one-time show. no mailer how glamorous. 

SurnrIWy or Ac:IIon StepI 

For the 0IiIIe Council. develDPIng a local awareness c:an.,aign shcUd pn:MI ct Ie ngk1g. 
rewarding. and a vacation from lie routine of business If resoun:es are aIocalbJ 
c:areI'uIIy. It should not draw excas5Mtiy 011 the finances of nanber COilllJll1ie 5. Beca .. 
logos. tag IlleS. and other images are proprietaIY. norrconIributor wi reap far less than 
c:onfI'iblIIOI' from the c:ampaign-allhough evef)'One imIoNed in the Egyptian olive 
industry shOUld realize some benefit from the ac:tiVities. 
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The major, sequential steps in deVeloping \he campaign are as follows: 

1. Agree on \he objecIIves, \he calendar of adIvIIIes. and \he resotmIiS available. 

2. Conduct adequate research to understand \he approximate pen:elllage of 
domeStic versus imported olive 01 sales. 

3. Conduct 8 rapid survey of consumer profiles and jlieferencea. 

4. Develop at least \he basis for a brand. n may be jlielnalunt to Willi isalelll a logo. 
or even to decide on a definitive single tag Ina, but \he essence II \he message 
to the pubic should be agnJed and clearly articulated. 

5. Conduct several focus group surveys with CDfIStI'iI8rS. 

6. Design a jli'OI1lOtional (commooicatlons) &tIalegy. 

7. Implement \he campaign. 

8. Conduct periodic monitoring for comparisons agailSt baselines estallished In \he 
rapid survey and against known data. 

DonaIdo Hart. Ph.D. 
Wheaton.MD 
Z1 March 2003 

16 


