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1. Intr oduction Abstract tion, which has been com

Over the past decade, th This paper explores current and expected trends for olive oil marketin Ietggltiﬁnd Svoarucéatescécgﬁ
world food and agribusi non-traditional .markets. Quantitatiye ind.icators and qualitative interpr'etg.ti_ g . .

t h are presented in order to assess olive oil demand enhancement possibilitté§¥rEXPErts In Spain (ex
ness sys em as _eXpe_”these marketT.he research theme is developed around two analytical axep@)t business leaders, rep
enced rapid internationali the rationales behind the need to foster olive oil international expansion pasentatives of govern
sation, and the olive oil in side producing markets, 2) the modes of market access and marketing st and public agencies
dustry has been no excepgies to gain new markets and to achieve sustained competitive advantag?ﬁ\.mlved in international
tion. The gradual increase Résume marketing of olive oil).

in worldwide production cet atticle exploe les tendances actuelles et attendues du marketing de 'hfifge paper has five sec
and the relative stability of d'olive sur les mahés non traditionnels. Des indicateurs quantitatifs et dens. After this introdue
consumption on major tra interprétations qualitatives sont présentés en vue d'évaluer les possibthéﬁgn -section 2 highlights
ditional markets ~ have expansion dans ces ncheés. L'agument deacheche est, dévglgppé selor) ! f g g .
ted olive oil operg Ueux axes analytiques : 1) les raisons sous-tendant la nécessité d'expansﬂ?ﬁiu"_easons_ or boosting
prompte p produit en dehors des nudrés poducteurs, 2) les modes et vecteurs de cetfee international expan
tors to look abroad for expansion internationale permettant de stduire et obtenir des avantagession of olive oil, revealing

growth opportunities._ Fac concurentiels durables sur les nouveaux utes. why this will be crucial
tors such ‘;S (ra]xp()janmlng-wé for the economic welfare
come In both develope f this sector Section 3 explores consumption and -con

and emegent countries, changing food habits toward,mer conditions that might lead to internationalisation and
healthier products, and increasing prestige of the Meditgfqfine expansion opportunitieEhese two issues together

ranean diet outside the Mediterranean region, have all €9y the basis for discussion of market access, modes of
couraged export businesses to enter foreign, non-tradnmghtry and marketing strategies on new markets (section 4).

al (non-producer) markets. Howeyéhe creation of new fing|ly some conclusions and implications are drawn in
market opportunities faces important faifilties such as ggction 5.

low product awareness in new markets, changing agricul
't_urall and trade p(_)lic;]es;c andd iﬂc_reasing horizontal and v&_. The need to enhance intarational ex
tical competition in the food chain. - - :

The purpose of this paper is to explore these key market pansion for olive oil _
issues and assess their impacts from the perspective of oliva 9lance at the structure of the world market for edible
oil marketing on non-traditional (NT) markets. SpeciaLenP”S and fats reveals the relatively low presence of olive olil
phasis is placed on the challenges faced by the olive eil S8 markets other than the producer markets. Even theugh o
tor for expanding its market share and enhancing its- coftye il comes from one of the world most ancient crops, it
petitiveness on these marke®e underlying hypothesis accounts for only 2% of the total fat consumed in the world
are 1)The relatively IOW presence of olive 0|| on Niar tOday (OIIV\/OI’Id, 2005)W|th|n Vegetable'OIls, olive oil ac .
kets is primarily the result of lack of knowledge about theounts for barely 3% of world consumption, compared with
product, and 2T his lack of knowledge is the direct resul31% for soybean oil, 28% for palm oil, 13% for rapeseed
of weak international product marketing. In fact, interngfil and 9% for sunflower oil (United States Department of
tional olive oil marketing traditionally followed supply €ri Agriculture, 2004). In addition, the countries of the
teria rather than promoting demand and searching for ngditerranean Basin, which account for 95% of the world
markets (Mili, 1999). producthn, still concentrate 85% of world consumption

The analysis reported here draws upon the author's oernational Olive Oil Council “IOOC”, 2005)The re

knowledge as well as recent literature and market inform®aining small share traded internationally has mostly been
exchanged amongst the producer countries themselves.

. ] ] . . . _Up to the early 1990s, the world olive oil market showed
Instituto de Economia y Geografia, Consejo Superior de Investiga P . -
ciones Cientificas, Madrid, Spain a structural equilibrium between use and available supplies,
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Table 1. Worl d olive oil mar ket mago figu res 1990/91— 2003/04 available for new worldwide olive
Averageé Coeffden Min Max % Varidgion Av.anrual acreage, an 100C aggregate estimation
(o] . . . . .
campaign ofvariaton  (10001) (10001) Av.97/980304/ %gown® Predicts a rise in world olive acreage
(1000 t) (%) Av. 90/91-96/97 from 9.1 million hectares in 2000 to 10
Prodidion 2271.1 21 1453.0 3162.0 36.0 6.2 million hectares in 201@nother factor
Conaumption 2244.9 16 1666.5 2763.0 32.2 4.0 that, especially in the EU, has had & cru
Expats? 409.8 24 2565  625.0 411 4.9 cial influence on the increase in supply
Impots® 4226 19 2885  551.0 34.8 37 is the lage amount of CommoAgri-
(1) Only extra- EU. (2) Average compound rate. qultural POlle (CAP) ald fOI" pl"OdeC
Source: Base on 100C data. tion: a rate of 1.32 euros per kilo (40%

] ] o ] of producers' gross income, according

basically because consumption levels were maintained{f the Spanish Ministry ofgriculture “MAFF”, 2003).
the producer countries and rose on iN&rkets such as-U Thjs has transformed olive cultivation into one of the-agri
nited States, CanadAustralia, Japan and some northergytural speculations thatfafds the highest profits.
EuropeanArab and LatinAmerican countries, which ab |y aqdition, structural change and technological improve
sorbed the production increase. Howeweince the mid ment at the olive oil processing stage have had a positive
1990s, available data indicates a trend towards a wond pf@pact on production. In nearly all producer countries (al
duction in excess of global demandafile 1). Moreover peijt with diferent intensities), the olive oil extraction in
this trend is likely to continue in the foreseeable futurgustry has become much more concentrated and has intro
both quantitative and qualitative predictions (I00C, 200}yced product and process innovatigkis.example is the
Mili and Rodriguez Zufiga, 2001) point to a future scenari@placement of traditional extraction processes by three and
with increases in world supply above those in potential dgyo-phase continuous systems which, besides lowering
mand.This situation is the consequence of a series of %oduction costs and raising yields and quatiiglp reduce
velopments in global supply and demand functions.  the environmental contamination resulting from oil milling.

On the supply side, production is gradually rising iR Nu On the demand side, the world olive oil consumption s
merous traditional producer countries such as Spain, Ita§nds at around 0.4 kg per capita and.ydareover in the
Greece, Syrialurkey and Morocco (Figure 1) but also, angnajor producer countries consumption has not varied very
more recentlyin non-traditional producer countries such agjgnificantly either aggregately (Figure 1) or individually
ArgentinaAustralia, New Zealand, Chile, Brazil, Mexico,(an annual per capita average of 12 kilos in Spain, 13 kilos
SOUthAfnca, USAand Chind. The last two decades havein |ta|y and 20 kilos in Greece’ according to Eurosta{), al

witnessed huge economic and technicéired in many e  though there are certain annual oscillations due to factors
live-growing regions to restructure and modernise the ex|ated more to supply than to demand.
isting olive plantationsThis has led to significant gains in  \wnhat is more, market circumstances such as those that
productivity resulting from a substantial improvement iyrevailed during 1993-1996 in the Mediterranean region
cultivation and harvesting practices, the use of irrigaticfhowed that demand in the producer countries is net alto
(currently 16% of the world olive acreage is irrigated angether guaranteed, even though there is a favourable, deep-
84% is dry farming), and the elimination of rgaral o goted tradition of consuming olive ofthe drop in pre
chards.The result is that, worldwide, intensive olive farmgyction in various countries brought about by a long
ing today represents 30% of the acreage and 50% of-thedgyught and the ensuing rise in prices caused quite a-signif
tal production, traditional farming 50% of the acreage angnt fall in domestic consumption. Systematicathe fall
40% of production, and mginal olive farming 20% of the iy consumption occurs almost proportionally to first price
acreage and 10% of production. _ increases, and sharply when the price reaches a determinant
The rise in production also stems from the establishmeg{e|. This pattern has been observed (obviously with dif
of new orchards that are now coming into commercial preerent absolute price rates) in all producer countries when
duction and will reach full production in the next few yearsignificant production shortages occim Spain, for in
encouraging a future upward trend in productiithough  stance, which is the world's leading producer and second
complete, reliable, pegountry statistical information is not consumer after Itajghe drastic drop in olive oil production

! In thelatter group of countries although production levd sarefairly low in comparison with traditional, Mediterranean producer countries, olive
cultivation and olive oil production ar e expanding rapidly, prompted by increasng domegic and intemationd demand, com paréive advantages in
production cogs, and public i ncentivesfor agricultural investment. It could be a gued tha thisisacase of “New World oils’, by and ogy to the New
Wonrd wines sncethese countries arethe same as those of the Nev Word wines, and thei r olive expanson model a o presmts several Smilarities
to that experienced by thewine sctor. Although it istoo early to know the outcome of this process, 9 milar mnseguences (mainly growing parti-
cipation in foreign marketsto the detriment of Medite ranean producers) might occur once these countries attain sgnificant levels of production.

? This productivig orientation of sectord policy, firmly encouraged by governments, i sbasad on arguments that go beyond srict economic perfor-
mancein terms of financia profitability. Besides the purely economic agped, olive fairming has a high socia and environmental content (Loumou
and Giourga, 2003), which istaken very much into cond deration when drawing up any regiona or taritoria development policy.
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Figue 1a
Main perficipants in theworld diveall market
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are used to paying, or might be an average
price based on their perception of local mar
ket pricesWhen it is overstepped, they are no
longer loyal to this product and switch par
tially or totally to substitute oils. In other

words, although there is wide acceptance of
the hypothesis that the price elasticity of olive
oil demand is quite rigid (albeit higher than
for the majority of oilseeds: see elasticity es
timates for olive oil and main substitute oils,
for instance, in Mili and Briz, 1990; Pierani
and Rizzi, 1991; Mili, 1996; Laajimi anl -
bisu, 1997), this may change when prices
climb sharply In such cases, demand can be
expected to become more elastic and less sta
ble.

Conceptuallyit could be hypothesised that
on traditional markets there are reference
prices which mark a turning-point in the-de
mand curve, dividing it into two (or more)

segments with diérent slopes, i.e. elastci

ties. Such reference prices do not exist or are
very weak on NTmarkets in which there is
less product familiarity and consumer-ex
o pertise in olive oil consumption. Figure 2
o suggests a simple representation of the de
mand curves for olive oil on traditional {P
and NT(Dnr) markets, taking into account
57 the presence of a reference price).(P
Curves 3 and Dt are independent, ang-E
and B, represent elasticity zones with and
without reference price, respectivelyhe
notion of reference price fatds a more
complex picture than the typical relationship
between objective price and willingness to
pay on which conventional demand models
are focused. It suggests that the consumers'
willingness to pay is influenced by the link
between stated (real) price and a reference
price point so that, as the stated price rises, a
during the above-mentioned period caused successive price cut-off point is reached at which the nega
jumps, and subsequently significant consumption reduéve reference price fefct ofisets the positive perceived
tions. Consumption fell sharply when prices reached leveédsoduct valueThis might be of great importance for olive
of 4-5 euros per litre, although it started to recover whéil marketing since it provides an opportunity to increase
prices returned to levels similar to those prior to the shofales if the reference point is shifted (in traditional markets)
age. or pushed up (in Narkets) byfor example, advertising

This market behaviour indicates that, although fairly hignd promotional actions.
prices can be chged for olive oil compared with other The supply and demand factors discussed above, apart
vegetable oils, there is a limit to the price many consumdfem indicating the importance of maintaining or even in
are willing to pay (this limit, relatively speaking, is not veryereasing consumption on traditional markets which absorb
high, partly because consumers in producer countries gé’ﬁe bulk of production, indicate the need for a more active
erally perceive olive oil to be a basic, intrinsically highexport policy for the future to expand the product and-to di
quality product for which they are not willing to pay a pric&/ersify exports outside the traditional markéthis is the
premium without justification.) This price will be what only way of avoiding market imbalance and of capitalising
consumers consider as faivhat they would like to pay or on the growing productive potential of olive farming.

Source: Own elaborationbased on 10OC data.

Figue 1b
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3. Ollve Oll Consumptlon on NT markets paniSh Ofice for Economic and Commercidffairs in
London, 2002); the same rate was also reached in Germany

3.1. Consumption trends in 2000 (Spanish @€e for Economic and Commerciaf-

As mentioned earliegrowth in consumption on Nfar  fairs in Dusseldorf, 2003). _
kets has significantly helped to maintain the relative equi Growing acceptance of olive oil on new markets is due to
librium between world olive oil supply and demand. €onits nutritional, health-giving properties, as well as because
sumption on NTmarkets has increased almost exponentidf i @ basic ingredient of the traditional Mediterranean diet,
ly during the last decadd@rends in acquisitions on theseWhich has been proven as a model for balanced and healthy
markets since 1990 point to an appreciable, sustain@efrition (Wahrbug et al., 2002) and is increasingly being
growth in imports, although the situation varies acrog¥Preciated outside the Mediterranean region. Medieal re
countries (Bble 2).The United States became theglest Search into the dietary properties of olive oil and the dis
NT purchaserwith imports increasing from 90,000 tonnesemination of its findings have helped decisively to form an
in the 1990/91 crop year to 200,000 tonnes (provisional fi§xcellent image of this producthere are significant ep
ure) in 2003/04 (I0DOC, 2005), which amounts to an -aveportunities for expanding demand in new parts of the world
age annual rate of growth over this period of 6.3% (coriuch as South-eastsia, Russia, India, China and some
pared to an equivalent rate of 3.7% for world impoftee ~ countries of Latimerica and Central and Eastern Europe.
United States is now the world's fourthgast consumer of —Moreover market indicators show that consumption can
olive oil (with an average of 6.2% of world consumptiof?€ increased only if policies focus on quality and inferma
over the above-mentioned period). On other relevant m&en more than pricinglhe relatively high production costs
kets, although imports were lower in terms of volume thdRiake olive oil competitiveness rely more on quality than on
those of the United States, the average annual growth raRi§e. A low-cost scenario to enhance competitiveness
were even higher seems implausible, at least in the short and medium term.

These markets are also fairly relevant in qualitative terrRéfficulties in mechanising olive harvesting prevent the re
since they mostly focus on top-qualityigh-priced olive duction of labour costs, which account for the bulk of_ total
oils so they present considerable potential for consumpti6@sts (40% to 70% of total production costs, depending on
which should be gradually turned into real demand throudfd€ Producer region and the production regime).
effective marketing actionsAn important indicator is the Any strategy to expand demand should therefore be based
penetration rate of olive oil in households, i.e. the percer@n & policy in which quality is the chief competitive advan
age of households consuming olive oil. In the United Statddge although without undervaluingats to push prices
data from Market Segment Research A@iNielsen show downwards by lowering harvesting, processing and market
that the penetration rate almost quintupled between 198§ costsWe refer not only to @anoleptic quality but also
and 2001, rising from 6.7% in 1986 to 32.1% in 2001. [ quality at the processing stage with innovations in ex
Canada, the penetration rate rose from 33.4% in 1997%gction and packing and in distribution. Significant
38.5% in 2000 (AC Nielsen). In France, the index almoffogress has been made on quaégpecially in the Euro
doubled in a decade, with the percentage of househoRf@n Union (European Commission, 2000)e EU quak
consuming olive oil increasing from 33.5% in 1991 tdY Policy rewards producers for improving their oil and es
64.5% in 2001 (Agenson, 2004). In the United Kingdom,tabllshes norms to protect consumers f_rom frae. main
in 20 years olive oil went from being virtually unknown td0ls for defining the grades of olive oil are the panel test

being present in 40% of the British households in 2000 (g€thod for the sensory assessment @fivioils, the rules
on protected designations of origin and

Table 2. Principal non-traditional (non producer) purchases of oliveoil,1990/91- 2003/04 geographical i_ndicat_iQnS,_ and specific
quality or oganic certifications.

Avaagge Coeffden Min Max % Varidgion Av. annual

Courtry : - o ) .
oo Tgon (10000 (000 o sasr 2" 3.2. Changing consumer pefer-

USA 1445 29 875  226.0 65.6 7.9 ences
Gemany” 24.0 50 98 408 159.2 11.2 As stated above, new olive oil markets
U. Kingdon? 24.9 52 68  47.0 141.0 15.7 are mostly found in developed, high-in
Australia 21.2 29 12,5 315 56.7 5.5 come, industrialised countries and it is in
Brazl 20.7 25 11.0 29.0 35.8 3.5 them that future growth in olive oil de
Japan 19.2 59 40 340 197.2 16.9 mand is lagely expected to take place.
Canada 18.0 32 100 255 70.4 7.3 Behind these developments underlie-fun
Swit zerland 5.8 47 3.0 10.0 130.6 9.7 damental changes in consumer attitudes
Netheland$) 4.6 62 1.0 9.4 172.4 18.8 and preferenceslhere is widespread a
Mesico 3.8 79 1.0 10.0 207.7 15.7 greement in the specialised literature that
(1) Includesintra +extra EU imports.(2) Average compound rate. recent decades have bl’OUght dramatic
Source: Based on I00C, Eurostt andNationd Accountsdata. Changes in the economic, demogl’aphic
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and socio-cultural conditions of developed societies, agnefits.
well as in growing segments of many developing societieMost consumer purchasing decisions are routine and are
(higher incomes, smaller households, less time to spendtba end result of buying and consumption habits. However
food preparation, more appreciation of leisure activitiesat certain points in time, consumers take new decisions and
These changes have brought a gradual decrease in the stmareut new products. Unlike in the producer countries,
of food expenditure as a percentage of total expenditure wirere the majority of consumers are accustomed to using
individuals (Engel's Law) and significant changes in thelive oil in a lage number of recipes (so much so that it is
structure of food expenditure per product category the most widely-consumed oil), in the non-producer eoun
There also have been fundamental changes in food btryes there is no habit of consuming olive oil, although some
ing habits and consumption patterns in general. Broad s@gople may buy it after coming across it when on holiday in
ments of consumers, particularly in post-industrial socproducer countries, when dining out at Mediterranean-style
eties, buy foods that are highly fifentiated both intrinsi restaurants or after reading about its health bendtits.
cally and extrinsicallyPurchase decisions are increasinglyapid expansion of communications and of foreign travel is
motivated by values, perceptions, attitudes, preferences amtouraging people to discover other cuisines and try out
other subjective, extra-economic factors rather than Imgw tastes from abroad, with the ensuing impact on distrib
strictly economic variables, such as income and prices. Dgors' shelves and marketing strategies (Siani, 1998).
mand for the attributes of healthiness, safegturalness, Another salient development is the increase in food con
variety, convenience and image is more sensitive to varisumption away from home. In most developed and gmer
tions in income than the demand for generic attributes aimgdy countries, food consumption in hotels, restaurants and
primary features, such as calories content, for which the icatering (HRC) has risen sharply in recent years, prompted
come elasticity of demand is almost nil or even negati\® factors such as heightened job and leisure mobility and
(Senauer2001).Viewed from this perspective, olive oilre the increase in the number of meals eaten on or near work
sponds very well to modern consumer expectations, with fisemises. Many HRC establishments use olive oils fer fry
good image and proven gastronomic properties and hedtily (often lowesrange oils) or raw in a number of dishes
(frequently higherange
oils), with the emphasis on
the taste factor (classic haute
cuisine restaurants, restau
Price rants specialising in Mediter
ranean cuisines) or the health
A Dnr factor (old people's homes,
hospitals).

These profound changes in
consumption patterns in gen
eral and in the hierarchy of
consumer preferences, in
particulay have prompted an
exhaustive review of the
conventional approaches to
analysis in search of coher
ent models with stitient
explanatory and predictive

Erz power Present indications
are that consumer behaviour
can only be appropriately ex
plained if the psychological
and social conditions that-in
fluence and determine it are
properly identified and

Dr Dnr measured, in addition to the
. strictly economic variables
Quantity (nrice and income)The un

® Asdigposabl eincomeincreasss, consumers tend to switch their demand from saplesto more expend ve products, whoseincomed ati city ishigher.
This explains why consumer demand in the developed world is higher for healthy, natural productsbut islower for the remaining produds. Be-
cauediveoil isin thefirg group, countriesthat have large segmentsof consume swith sufficiently high incdme levels congitute important targets
for campaignsto inform consumersabout olive oil and to boost consumption.

Figure 2.A suggested demand model for olive oil on traditional and non-traditional markets

F)r
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derlying premise is that consumer utility derives from theore globalised economyut they also have to consider
acquisition of “characteristics” (K. Lancaster) and “conthe special characteristics of introducing a high-quality
venience” (G. Becker) within uncertain and asymmetric irfood like olive oil into new geographical areas. Globalisa
formation settings (GAkerlof). tion could be an important vector for expanding the prod
Conceptual models, such as that proposed by Engel etuak, provided its distinctive features and those of the-desti
(1990) and discussed by Brassington and Pettitt (1997) amation market are properly taken into consideration, that is,
Steenkamp (1997) seem particularly suitable for work amhen an déctive international expansion and segmenta
consumer behaviouiThey draw a distinction between thetion strategy combining country/region-based features with
consumer decision-making process and the determinantdaferbased variables is implemented (Hassan et al., 2003).
that processThe decision-making process is structured atMeanwhile, recent developments in international trade
four levels: identification of needs, search for informatiorgnd agricultural policies have been having a more concrete
evaluation of alternatives and final choice. Five clusters ofipact on the sectoBpecifically the international liberali
factors influence the decision-making process: produsation in agricultural trade resulting from tWeTrO Agri-
characteristics, and economic, personal, socio-cultural atwaltureAgreement (WDAA) has had a significant impact
commercial factors (environmental factors could explicitlpn the olive oil sectorin which general stipulations con
be added as a sixth cluster). cerning market access, domestic support and expor com
Such interdisciplinary models can be very useful whepetition have been applied almost linearior this sector
exploring the demand for products with characteristics likbe efects of theWTOAA are particularly relevant in pro
those of olive oil.They combine the conventional (neoelasducer countries that are EU members, where olive oil has
sical) approach to consumption analysis with the tenetstadditionally enjoyed high levels of protection from the
the behavioural sciences (anthropolagpciology psychot  CAPR.
ogy), which deal with individuals' decision-making Thus, on the export side, from 1995-96 to 2000-01, the
processes from a more multidimensional and qualitatie#J subsidies for olive oil exports (which, until the 1994-95
viewpoint so that premises can be established which comarketing yearamounted to the dérence between Com
pare the behaviour of people as individuals with their benunity and world prices) were adapted to the limitations a
haviour as consumerghese are considerations that shouldreed in th&VTOAA, which stipulated that during thispe
be borne in mind when opening up new markets and/or &bd the EU had to reduce the volume of subsidised exports
tracting new consumers. by 21% and the corresponding budget allocation by 36%,

. . . with the period 1986-90 serving as an average babi&
4. International expansion in NT markets  (esulted in a reduction for the entire period of 31,000 tonnes

; i _in subsidised exports and 30.9 million euros in related ex
4.1. :gzg:;a;ﬁ\zzn%agﬁteung macro and regu penditure, although it should be mentioned that export sub

sidies were actually eliminated altogethédn the import
Besides consumption patterns and expected develgpje, since the 1995-96 marketing yetite so-called
ments in world supply and demand, olive oil marketing offixed-customs-duties” have substituted the former “vari
new markets is also influenced by numerous other factogple import-levies"These duties vary according to the-cat
Amongst these are increased market globalisation aggory of oil imported, and their amounts, which are fixed
changing international trade and agricultural policies. by the Commission, have decreased each year to a total re
For international marketing purposes, globalisation inguction of 20% over the six-yegeriod covered by theé/-
plies above all deregulation, lowering of protectionist barQAA. In addition to fixed tarifs, theWTOAA allows the
riers, business flexibilityand a certain standardisation inEU to apply additional customs duties to imports when the
world demand. Global marketing policies were the strateg®MF import prices are below the activation prices (prices
basis for the recent development of many products afiged by the Commission that trigger the application of an
companies. Howeveglobalisation is progressing more s additional duty), or when the quantities imported exceed a
lowly in food products than in other goods and services, gfreshold that could create alterations in the EU domestic
can be clearly seen in data from internationghaisations market.
such as théNorld Trade Oganisation (WD), theWorld  Beyond changes in the Community regulatory system de
Bank or the EU.This differential evolution is mainly be rived from theWTOAA, a new reform of the Common
cause food demand is heavily influenced by the socio-ciiarket Oganisation (CMO) for olive oil was recently ear
tural context in which consumption functions take placeied out (April 2004) within the framework of the CA@
Thus, not only do export businesses have to make the nggm for Mediterranean producfBhe new regime that will
essary adaptations togamise marketing more flexibly in aenter into force in 2006 introduces fundamental changes in

* For the computation of theamount for each olive farmer, the reference period will bethefour ma ketingyears 1999/00-2002/03. Moreover, ac-
cessto thesngle payment regimewill belimited to olive plantationsexigingprior to 1 May 1998, and to new plantingsunde the programmesap-
proved by the European Commisson.
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the formal protection system of the sectdirthe heart of treatment for developing countries (see November 2001
the new scheme is the departure from product supportRoha Ministerial Declaration, reamed in July 2004
producer support by means of a decoupled single farm p&eneva mid-poinAgreement).Against this background,
ment, and the prevalence of sustainability (quabkafety the above-mentioned CMO reformdaty avoids an ééc
environmental protection) criteria over productivitytive reduction of domestic aid because, under the new sys
achievements (yields) (European Commission, 2003gm, most aid is not tied to production so can be transferred
Roughly, olive farms with more than 0.3 hectare wilt reto WTO's green box which is not considered to distort-com
ceive a minimum of 60% of the average production-linkegetition?® In fact, in many cases it will be possible to con
subsidy received during the reference period 2000-02 atirmie producing even if production costs are higher than
single decoupled payment (payments to smaller farms wskle prices, as such aid will compensate for tHerdifice.
be 100% decoupled)The remaining 40% will be national With regard to export refunds, as mentioned above, these
envelopes to reward producers based on sustainable fah@ave already been eliminated by the EU for olive oil.
ing and rural development criteriddditionally, as for the  The new CMO reform has been shaped by this interna
whole EU agriculture budget, the budget for the CMO fdional scenario, as well as by a series of other external fac
olive oil will in principle remain unchanged until 2013. tors such as the eng@ment of the EU to Central and East

It is worth noting that the regulation system in force untdrn European countries, and the partnership agreements
now (EEC Regulation 136/66, reformed for the last timeith the southern Mediterranean countries to establish a Eu
with EC Regulation 1638/98) established a classiced-Mediterranean free trade area by 2010 (Barcelona
scheme of domestic price-production subsidies/import dprocess)The overall picture is that the sector is at the be
ties-export refunds, amended in 1998 by the introduction gihning of a new era of regulatory change tending towards
a system of guaranteed national quotas for the distributigreater trade liberalisation and reduction of subsidies world
of subsidies, and a system of production control based wide, which will favour producer countries and the most
Geographical Information Systems. Support for olive odompetitive firms. In the EU, the sector can expect new reg
through this conventional CABcheme (with aid being ulations to alter profitability for olive growing in many-re
awarded according to the quantity produced) is mugions.The subsidy system that until now has induced ex
greater than that for other Mediterranean products suchpassion in production will continue being important over
fruit, vegetables or wineThe Producer Support Estimatethe next few years but has finished in its present form.
(an indicator to measure total monetary transfers from co . .
sumers and taxpayers to agricultural producers) for EU 2. Ma‘.rket access and the interational mar-
live oil shows that such transfers amount to 50% of pro  Keting mix
ducers' gross receipts (Garéitvarez-Coque, 2001), plac  One fundamental question facing any olive oil exporting
ing this product at the levels of support for EU continentebmpany is what marketing strategies to adopt to enter or to
products, i.e. maximum levels (OECD, 2004). expand foreign markets and to obtain sustained competitive

Moreover this subsidy is mostly classified Amber box advantages, in view of dramatic changes in consumption
support and is therefore subject to reduction commitmengatterns and in the international scenawhen tackling
due to the fact that it is highly distortional for trad&c- foreign markets, companies are confronted by a series of in
cording to thaNTO (2004), amber box subsidies for EU oternal barriers (financial strength, experience in internation
live oil, quantified by theAggregate Measurement of Sup al markets), external barriers (ta@ind non-tarif barriers,
port (AMS) and expressed as a percentage of productiexchange rates, interest rates) and operational barriers
value, has dropped from 40% in 1986-88 to 26% in 200(physical distribution, identification of potential buyers,
01. The impact on world trade is still quite significant,taktransaction modes). Of all these, the most crucial for olive
ing into account the EU Ige share of world olive oil pro oil probably are, on the one hand, adaptation of the product
duction (80%) and trade (50%, without including intra-EWo consumer tastes and to trade and safety specifications at
trade). destination and, on the other hand, access to distribution

The fact that support for EU olive oil is high and is-dischains or use of companies' own distribution networks.
tributed primarily through instruments linked to production Regarding the formerecent experience has shown that
incentives (prices and aid per quantity produced), placeceitective marketing decisions should be based on compre
in the front line for reduction in prospective multilaterahensive, consumalriven studies based on analytical mod
WTO commitments on agricultural trade. Since the laundhs like that shown in Figure ®/ith respect to distribution,
of the Doha trade negotiating round in 2001, members hasléve oil is sold on new markets through three main kinds
agreed to negotiate to achieve inter alia substantial redof outlet: lage-scale distribution, HRC and outlets such as
tions in all forms of domestic and export subsidies anddelicatessens (gourmet stores). Each channel has its own
substantial improvement in market access with specigistinctive characteristic§he gourmet and HRC markets

® Explorations with dynamic s mulation models led to s milar conclusions for other EU aricultura sedors under processes of reform (cereals oil -
seeds milk, meat and meat products) (Binfield et d., 2004).
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Figure3 must be compatible and that their logistics and

. organisational patterns must be tightly coerdi
Afarenork for productdevelopmentand stratesgy ewvmarkets .
s (Acpted fomSiskos etal, 2001) yinn nated. Howeveras with most food producers,

such innovations are not systematically dissem

PE— inated among olive oil suppliers. Few olive oil
data beses companies possess the financial, technological
| and oganisational capabil_itie_s necessary te de
I 3 velop relatlo_ns with laye dlstrlbytl_on operators
Verket P CoBUTE on the basis of modern logistics, especially
cheracteristics draracteistics behavior where export markets are concerned.

| | Meanwhile, normative models for decision-
making in international marketing (e.g. Solper
Varke trancs 1990) suggest that companies should assess
their international potential according to a series
of endogenous and exogenous factors which
could be summarised under two generic -vari

f ables: companies' preparedness for internation
Smulatiors Acererios alisation and the degree of globalisation of the
market where it operates. Cross-section of-the t

Product desgndrand dhaice

Estimetion of market share . . . . .
wo variables provides the matrix shown in-Fig
ure 4. Based on this scheme, the possible strate

Enirystrategy gic options for olive oil would basically be those
stated in the first two columns of FigureT¥he
do not occupy a significant share and grow at a relatively s options in the last column would be less plausi

low rate, since the gourmet market caters for a very selée since the olive oil sector has not yet developed truly
clientele and chaes quite high prices, whereas sales iglobal segments.

HRC face the dffculties implicit in establishing Mediter ~ The next step would be to select a mode of foreign mar
ranean-style restaurants in countries far removed from thigt entry or expansiorthis is one of the most crucial s
tradition. Therefore, the most important channel in nearliyategic decisions that an export company has to nfake.
all developed and emgent markets are lge-scale distri  well-chosen mode can enable the company to gain a com
bution chains which provide immediate market access dpetitive advantage, whereas inappropriate modal choices
to their direct contact with consumers and also becauseage dificult to change with long-term contracts or when
live oil as a product adapts well to numerous aspects

of modern commercial logistics (non-perishabl Figre 4
easy to store and suited tofdient types of contain Nine stiategies opened up to a firm
er)s (Adapted fram Solerg 1990)

It is well known that in all developed regions of tr
world, food retailers are becoming more an T .
concentrated, with the creation of verydarr 3 w $¢  Toenern Toprepae Tostengten
groups with very strong contractual powerg.Wal2 newnarets forgbbalisation global postion
Mart (USA), Carrefour (FranceJesco (UK), Ah( .
(Netherlands). Many of these groups operatego EE )
world market through their central purchasmg-%e @ Toconsoldae Toexpandin To search forglobal
works. Because of their big size and the vol 2  eportmaket inemational meskets | niches and alliances
their orders, they are able to lower the unit c@sﬁs
supply and to cut retail sales prices, creatlngﬂgrov 4
virtuous circles. In this context, the restructuring-of @ Tosky Todewelop To prepae
ogistical processes is becoming particularly relevi athorre ntemnational niches 10 be purchased
in business strategies that aim to reduce costs

improve competitiveness. Lge distributors are cen
tinuously imposing logistics demandBhis means o
that distributors' and suppliers' information systet Degreeof sector glabalisation

® In Spain, for ingance, accordingto MAFF etimaes (2004), super and hype marketsacoounted for 88% of olive oil sales for household consump-
tion in 2002, in Germany, hard-discount sor es d one currently account for 60% of olive oil sd es (Spanish Office for Economic and Commerda Af-
fairsin Duseldorf, 2003); in Jpan, supermarkes accounted for 69% of olive oil sales for household consumption in 1999 (Spanish Office for Eco-
nomic and Commeada Affarsin Tokyo, 2004).

LOCAL POTENTIALLY GLOBAL GLOBAL
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large resources are engaged (Osland et al., 2001). For olivence consumer preferences and market trends have been
oil, results from a Delphi survey carried out in Spain (Milnhoted, taget markets selected and the method for entering
and Rodriguez Zaiiga, 2001) indicate that the most suitalole expanding in them decided, export companies need to
formulae for penetration into new markets are, correlativdraw up and set in operation an international marketing
ly, partnerships with import companies and/or distributopgan.Table 3 shows relevant dimensions of the internation
at the destination (joint ventures, strategic alliances, nel marketing mix for the next few years in order of relative
works), the purchase of a company with a market shareimportance. Obvious)ydecisions about these variables are
the destination, the creation of commercial subsidiaries rait taken separately but in such a way as to jointly achieve
the destination, the possession of a trade representativéhat aims of the companyverall, decisions on product
the destination, and marketing through export consortieharacteristics, pricing strategies, relationships with distri
Less relevance has been given to other options such ashthéon chains and communication policies will be increas
installation of packaging and marketing centers in non-Eidgly crucial factors for success on foreign markets. Note
producer countries, direct sales (international cataloguésat the importance of pricing aspects is relatively lower
Internet), the creation of facilities for packaging and-mathan that of the other three variabl€kis means that, as s
keting at the destination, or sales through local tradirigted in section 3, although price is very important, it will
companies. rarely be the chief variable for competing in egneg mar
kets!

Having entered the market, the export firm will
need to consolidate its position and gain a compet
itive edge in order to survive and prosgerdo so,

Table 3. International marketing-mix

Intemaionalmarketing-mix dimension Aveage Coeffcient
impatanc  ofvariaton it has various strategic optiongccording to
eratng (%6) Porter's normative model for analysing comypeti
PROLDUCT tiveness (Porter 1990), these options can be
1. Qualty asurance 464 1164 summed up in three alternatives: cost leadership,
z SaLtIZaZ?rg oo oao product diferentiation, specialisation in a particu
4. Latsling 415 1470 lar market segment.
5. Branding 405 2197 In an imperfectly competitive market where the
6. Aftersdewarranty 382 2539 opportunities to compete on cost grounds are lim
1 PnioedliDstR;Ii%IiEnaﬁon withinthe rangeofolivedl s 387 2067 ited, as occurs on the_olive oil market, co_mpet!tive
2. Picedisiminaiion with repect to subsiitute oils 362 2293 edge has to be acquired through proactiviedif
3. Picedisarimination withreped to domesi cmarket 323 3158 entiation and segmentation policies. It is a question
DISTRIBUTION 461 1063 of offering unique, superior products to specific
1. Regulaity of supply 449 1114 consumers who perceive them as suidhis pre
2 Daivay e theshelf 430 1465 supposes that price is not the only decision-making
4. Picesiaili ty e 2o variable for consumers and that, byfetiéntiating
5. Terms of payment its products, the company can raise its prices above
COMMUNICATION maiginal cost, gaining monopolistic profit without
Meda losing market share (Mili, 1996).
1. Informelonapartscf sak aae 80 Branding, promotion and advertising play an es
3. Presmceattradefars andshows 395 1823 sential role in this mode of expansion achieved
Cortents through diferentiation and segmentation. Owing
; Iﬂmilgﬂgﬂ giifaf% i‘é’?f;‘ﬁfﬁﬂ?%ﬁf“s iﬁg iégg to increased competition and pressure from distrib
3. Informaionon aulinary uses 436 13.99 utors, olive oil firms are forced to increase their
4. Informationon thenaural anl evironmenial vaueof dl 431 18.10 branding eforts, especially when operating on the
5. Informationon the gengrephic arigin of the oil 379 2454 international market. Similarlythe increasing

Scde regonse options: 1) unimportart, 2) mewha important, 3) important, 4) very important, 5) market share Of prlvate I_abels IS forcmg C(_)mpames
extremely_important. Parel size:42 experts. to focus more on branding to keep or gain market
Source : Dephi survey, 2001 shares and profit mgins® The world's leading-o

" Another fact tha corroboratesthis saement isthat, despite the significant drop temporary fluctuetions asi de) recorded in recent years in the pri-
cesof themain oilseeds on intemationd markets(United StatesDepatment of Agriculture, 2004), the resulting unfavourable dfect on the olive oil
priceratio has not noticeably affected its podtioning on mog of the emerging markes Thisis probably because dlive oil compees on these mar-
ketsmoreby its non-price attributes (nutritional qudity, health and gastronomic properties) than itsprice @tributes

® One consequence of the heightened concentration and negotiating power of digtributorsis the seady growth of private brands, both on traditio-
nal and NT makets for ingance, digributor ‘sbrand participation in olive oil amountsto 39% in Span (Oleo Samanal, 2004), 11%in Italy (D'Au-
rea and Facendola, 2003), and 60% both in the United Kingdom (Sanish Officefor Economic and Commercia Affairsin London, 2002) and Ger -
many (Spanish Officefor Economic and Commerad Affarsin Dussldorf, 2003).
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live oil brand by consumer awareness and market value tocation and promotion.
day is Unilever's Bertolli brand:he high profile of Bertal  Olive oil responds quite well to modern consumer expec
li is attained by the simultaneous use of various marketitgtions, with its good image and proven gastronomic-prop
strategies (T\advertising, product ranges under the Bertokrties and health benefits. Howewveespite the educational
li label such as Bertolli food or Bertolli Cafés), supportedampaigns run on several MTarkets, the majority of cen
by heavy financial investments. sumers on such markets still do not know thé&rdkhces

It is well-known that when advertising is used as a tool teetween the various commercial categories of olive oil, nor
differentiate brands and to segment the market, it helpsai@ they familiar with the designation and properties of each
raise profit magins, creating a good product image andne. Consequentlyinformation campaigns should be
customer loyaltylt can thus subtract part of the consumestepped up, tgeting existing and potential consumers to
surplus by dering more expensive products in exchangsupply them with information on the characteristics, desig
for guaranteed high qualititoweverthe volume of adver nations and uses of thefdifent olive oils. Product certifi
tising investment needed to obtain positive givaal yields cation is a crucial aspect for promotion. Many distributors
is usually so high that it is possible only for firms of sommsist that oil quality and the oil production process are cer
size. In fact, advertising-based brandfatiéntiation only tified by an accredited certification body/hen quality cer
reaches significant levels in the case of thgdaolive oil tifications are displayed (usually as generic cues), the com
companies (see data on advertising investment of the mpanies concerned can benefit from joint promotional activ
olive oil companies irAntelo, 2002; D'Aurea and Facen ities on the international market.
dola, 2003)These firms tend to be diversified hence, whenVarious NTmarkets have seen growing interest amongst
their reputation is good, promotion of one of their branddistribution companies for including olive oil in their prod
tends to cause spill-overfetts which benefit the rest of uct portfolio, as a result of the growing demand for this
their brand portfolio. In any case, a comprehensifecef product. Retail distribution, especiallydarscale distribu
tive promotional programme should include not only branibn, is the first stage in the commercial chain to receive
advertising by companies, but also institutional and cellesignals from consumers which it then transmits to suppliers
tive generic promotional activities aiming to increase glotand producers. Food sales have become more and more
al demand for the product. It is essential to continue coooncentrated in lge distribution channels in developed
solidating the prestigious, top-quality image of olive oilcountries. In the olive oil sectdhis concentration has led
which constitutes one of its best assets for internationaliga increased negotiating power for these chains, whieh im

tion. pose severe conditions on suppliers in terms of price dis
. . .. counts, deferred payments, contributions to promotions,
5. Conclusions and implications just in time deliveries, high referencing costs, production

Throughout the above analysis, an attempt has been méeown-label sales.
to explore current and expected international olive oil-mar To meet these demands and to reduce negotiating power
keting issues, and to accordingly assess the produet's iexbalance, the export business is obliged to raise fits ef
pansion opportunities on Nmarkets. Up to the early ciency and flexibility Companies sometimes have to set up
1990s, the world olive oil market was characterised Hyorizontal partnerships or ngerto become bigger in size
structural equilibrium between usage and suggbwever and so take advantage of economies of scale and scope (as
since the mid-1990s, developments in global supply and de the ongoing concentration process amongst the Spanish
mand have resulted in a trend towards world production a@tive oil cooperatives). In other cases, and sometimes si
excess of global demand, and this is likely to continue multaneouslyexporters and distributors have to cooperate
coming yearsThis makes it necessary to strengthen expastosely in long-run vertical arrangements to make the sup
policy to expand and diversify exports outside the tradply chain more dicient and to maximise customer service.
tional markets in order to avoid potential market imbalThis is done by integrating business functions and -intro
ances. ducing new information technologies at thdetiént stages

The ongoing processes of globalisation and trade liberaf the value chain, enabling the implementation of total
isation will probably contribute to a gradual increase in irquality and traceability systems, as well as of initiatives like
ternational trade in olive oil, as well as growing diversifiEDI (Electronic Data Interchange) and ECKifii#nt Con
cation of both the consumer and production markiéis. sumer Response).
foreseeable intensification of these processes will favouiThere is also a segment of the distribution sector that is d
more competitive, less subsidy-dependent exports whiféerentiated on the basis of the sale of attractively present
promoting greater market and price transparehtguch a ed, top-range products (protected designation of origin o
scenario, the chief objective of market operators in the séiwe oils, varietal oils, aganic oils, flavoured oils). Oils
tor should be to add value to the product on markets witlpacked by small or medium-sized speciality firms may
potential for expansionThis requires constant improve have a place on the market at mid-range or high prices for
ments in quality (at product, process and logistic levels) allis segment, and their oils arefeientiated by their char
along the value chain, as well as close attention to cemnacteristics from more price-competitive products. For this
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