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l I l  1 
I I  Olive oi l  market 

stabilization scheme 
I I for the Mediterranean region i 

1 - 1  ! l 

The specified in this 
study includes the seven olive  oil 

Tunisia  and 
Spain, 

(2) Osama A. is 

sota  Team in  Tunisia. The in 
of of 

this  study was out in and 
Tunisia and by the Office of 

US - 469. 
is indebted to James J. 

P. and John 
helpful comments and suggestions 

on 

A of the 
olive oil ewnomy is its instEbility. 

instability is caused mainly by 
of *the 

olive which in fluc- 
tuations olive oil supplies €rom me 

to the next. 
displays a cycle. 

That is, a high is usually 
followed by a low 
vice (Figwe 1). Although it may 
be possible to lessen the 
in alive yelds  by cultivation 

slection, it is expected that 
the cyclical olive of 
the  past will continue to itself 
in  the 

Olive Oil 
ments have been in since 1956 
with one ,of objectives 
being that ,of stabilication. 

little  study  has  ben  made of 
economic feasibility, scope .and con- 

specific stabilization 
scheme (4). The objective 
is Bo define, estimate .and 

of 'a 
stock scheme which would 
d.isadvantagës due to  fludaations of 
olive od supplies. This  study 

i s  designed 
guidelines as to the  extent of stability 
which can  be achieved ,and to spec@ 
the most xelevant economic 
tions which would .affect of 

schemes. 

the normal stock- 
ing of olive oil in 

these  stocks 
in low pzoduction the cyclical 

a 
effect on supplies, and 
the flow olive 'oil The fluotu- 
ating of 
olive oil have  placed olive oil ,at a dis- 
advantage in competition with 

oils which sup- 
plied. this it is that 
,a substancial ,of the olive 
ket has been lost oil substimtes 
in yews when (olive oil supplies 

unusually low and 
unuawally  high (5). This of 
substitution  has  tended to be 

Fig. 1. - Annual m the 1948-1968l. 

(1) The coefficient  of in this is about 28 cent. 
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sible. the continu?us 
instability in 'olive  oil tme  
has  caused a  shift the  consumption 

of soft 
oils (6). This si?tuation has been inten- 
sified by  ,the Oils 
have  been available at stable and 

been *no and 
stable policies olive oil ,ammong 

consuming des- 
pite the,  !olive oil 

Olive  oil is a 
.all the is 

the On the 
95 of the 

89 of the 
consumption of the commodity  is con- 

in ,the Tegion 
(specified plus 
of ,olive oil by com- 

negligible and  have  shown no 
sign of the !last 20 
These  account than six cent 
of the 

situation is 
that of 

which 
ded. as 
cocoa, 
in a of developing count- 

while consumed in developed 
&tempt sta- 

bilize the 
.the of .a 
.of (7). 

the case of olive oil, the 
,dso the 

(consuming) 
the ful l  paliticipation of only a 

is 
effective any  stabili- 

zation  scheme. 
When 

stabilization those 
olive oil should give emphasis 
to the stability of 
supplies to  fix 
This is due  to the fact  that fluctuations 
in ,annual chiefly 
sible existing  .instability the 
olive  oil  mapket. 

of technicd 
knowledge and management 

skills might intensity of 
olives two- 

to 5e 
Explicit 'attempts to count- 

this cycle .a 
stabilization scheme  might ,achieve con- 

of 
supplies, 
some modest gains to  the 

HYPOTHETICAL 
BUFFER-STOCK SCHEME 

the ment.ioned  .above, 
.a mechanism  seems to be 
the most scheme ,achieving 

stability. The usual mechanism 
of a scheme is to stock  the 
commodity  when the is 
unusually high ethe is mu- 
sualy low, and to dispose of the com- 
modity when the si,tuation is @). 

A n,ational 
agency could  be established 40 
stocking (buying) and disposal  (selling) 

be 
'out the of an 

stability. The magnitude  and  timing 
of stocking and disposal of the  commo- 
dity would have to 
the light of established 

objectives. 
An olive oil scheme could 

be  established Ithe existing 
national Olive Oil and admi- 

by ,the Olive  Oil CouncLl (9). 
fact, such stabilization schemes 
continually being 

debated within  the  Council. 
little is ,actudy known about  the 

economic feasibility the 
needed establish and a 
stock  system. 

The objective .of this is to $est 
the effectiveness of .a hypothetical 
stock  in ,achieving stability 

by supply, annual 

Although acceptance of such a 
dabilization scheme  by ;the 
ducing .and consuming of the 

is 
its 

such a  scheme not specifically 
andysed in this 

by 
9) has shown that stabpization 

codd 
,a net gain to 

and (10). 

THE MODEL 

of the 
model ,of a stabilization is 

shown in 2. 1 
(S,) .and 2 (S,) two 
yeaT cycle of olive  il The 
supply  in any given is not 
to (P), i.e. 
inelastic. (D) is to 

i.e. has  some elastici,ty, but 
does  not  shitt the 

cycle. Supply  shift caused 
by the poductilon  cycle is solely 
sible fluctuations 

in 1 to (F,) 2. 
The of Q stabilization 

scheme  would shift  the 
to S*, by  withhdding stocks 

1. 2, the 
disposal ,of those stocks would shift ;the 

S, S",. 
wodd th,an 
and P,. 1, is 
established advance by  the scheme 
and is the in 2. 
Complete stability would if P:kl 

equd t,o would  be  possible 
to be if the 

stocking ,and ,disposal activity 
enough. Total with  the 

of stability feaslble 
this ani- 

. $- (OQQ2 . 
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quely upon  the elasticity of demand 
oil of its 

application objective. 
Elas'ticity specifications would 
the  extent of to quantity 

the of 
stabilization i. e. 

stocking  and disposal of dive oil. 
1, is  defined as the 

between the 
and ,actual which  might  have been 
achieved in  the absence  of stabilization 

An estimate of this 
would have to be know  in  advance in 

to the quantities which 
must go  into  stocks  in  that The 
schme is tested in  the following analysis 
against cectain e1,asticity  assumptions 
which 

applied to the 
cycle 'of 1964-65. 

of - The 
Case of 1964-1965 

With this model the 
could 

in  the following When 
a was the 

would  need to 
the as a (1:l). Actual 

would not have to be 
but  it  must 

coincide  as to uphold the 
announdd at the beginning of the 

season. The would 
need to the  maximum quantity 
it ought to buy  which  would  depend 
on the decided  and the 
expectations of  ,the demand elasticity in 

in that 
The case of the 

oil cycle of 1963/64 and 
1964/65  is selected to estimate what 
would have been the  impact of a 

on the stability of 
supplies, and annual 

1, 
a typical in a 

in that 

in the 
and 11123 $ans 

last ,five 
in  that 

was 588 ton in 
with  871 the 647 

last five 
2, 

low, 849 
tons and the was 
662 pez ton. 

A above the 
actual of 588 

in 1, would have been 
Since it is  

difficult to on a 
specific by  olive oil 
and  consuming 

within the ,of actual 
in 1964 ,and 1965. The 

question now whlat would have  been 
the quantity of to 
achieve  a specific given 

1 was equal to 169  tons 
and actual of ton ? 

this case an assumption of a  most 

92 

Fig. 2. - Olive  Oil Stabilization Sclterne. The  Basic 

elasticity of ,demand in ,that 
be  made. 

.of to achieve the 
decided on the 
basis of these assumptions (12). All 
stocks withheld the 
1 disposed ,of 2 in addition 
to  the of the The 

which  would have been  achieveld 
2 ,depends on the elasticity 

in  that 
The impact of this 

scheme and 
elasticity of demand assumptions  is 
evaluated  with ta stabili,ty in 
annual and  incomes  and 

losses expected this 
scheme. 

The cost ,of is 
in this analysis. 

These costs include on 
the funds used in buying the stock, 

.and adminis- 
expenses. costs 

have to be against the expected 
loss) the scheme in 

,to the net gain cost) 
stability (1 3). 

The Stability of 

The of the two- 
is to with old 

the commodity  (stook) 
a and 
(dispose of) it the 

following defi- 
nition, the must 
coincide with the high end of the 

cycle and the disposal ope- 
must  coincide wisth the low end 

of the cycle. the 
fluctuations supplies the 

I 
I 

- 
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The magnitude of 
1 and 2, 

given  ,assumptions of and 
elasticity combinations, shown m 
table 1. example, 
assumption 610 and  stocking 

elasticity of - 0,8, the stock gene- 
1 to achieve 

,this is  equal to 49 thousand 
tons. This abokt 3 
of actual pmduction in  that The 

psice in 2 is 
equal to 617-650 on 
the elasticity  .assumption. The 
stocks of the scheme, 

an addition to the 
which actually 

in (1964-1965). 
,table 1 that the 

1,evel  of f lom 
the quantity of stocks that 
must  be  accumulated to achieve 
it. The size of the stocks ,also 

wi'th  th'e in  the  demand 
e1,asticity in the st,ocking The 
minimum  and  maximum elasticity ass- 
umptions yiellded a 
ence in ,the size of stocks. 
example, to maintain 'a 1 

level of 610 
ton, 49 tons, 

3 cent of must  be 
stocked minimum  elasticity 
assumptions .in with 123 

tons, 7 of 
elasti- 

city  assumptions. the size of 
demand elastici,ty 

is 
of ,the  size of stooks to achieve 
a specified. goal. 

The impact of the stocking and dis- 
posal significantly changes 
the stability of supplies. 

example,  since the 
2 is only half  of the 

1, the disposal of ,the stocks 
a significant addition t,o the 

2. one cent of 
the in 1 is  stocked, its 
disposal in 2 an addition 
equivalent to mabout of the 

of the second 
while the magnitude of stock might  be 

in 
its  impact is significant in 

a low 

The Stability of Prices 

The effectiveness  of the scheme upon 
the stability objctive is demons- 

by table 2. of 
G12 would  :achieve 
a maxim,= of stabili'ty if 

elasticity is equal to  that 
one. .this  case, the two 

two elasticity  is equal to  that in 
almost equal to the 

.and fl.uctuations wodd be 
completely  eliminated. is also 
that  the the specified 

on the will be  the 
achieved in two. i.t is 

standpoint of  o1,iw oil utili- 
zation to  have 

two than  in one, 
then la flow than 612 
should be  selected. 

TABLE 1 

Olive oil buffer-stock  scheme : stock  generetion  and  the  range of price  achieved 
in year 2 under  various  assumptions  as to floor price  and  minimum  and  maxi- 

mum  elasticity  combinations (1) 

elasticity  combinations elasticity combinations 

Floor I l Price Stock Year two 

I 03 
Stock 

U.S. dollars 
% Prod. I 

600 
61 O 
620 
640 

27 

175 599-646 5 70 
123 61  7-650 3 49 

68 636-655 2 

110 6 568-637 276 

% of Prod. 

4 
7 

1 0  
16  

Year two 

U.S. dollars 

637-646 
61  9-635 
603-625 
575-607 

(1) elasticity  combinations  are  defined as  all elasticity  combinations in Which the elasticity 
in the stoclclng  year  equals -0,8. elasticity  combinations  are  defined as all those in  Which the 

tested  for  the disposal  year with  the restriction that disposal  year  elasticities  must be equal to  or  greater 
elasticity in the  stocking  year equals -2,O. All elasticities between -0,s to  -3,2  at  0,2 intervals  are 

than  those in the  stocking year. 

1 

TABLE 2 

Olive oil buffer-stock  scheme : range of year prices  under  selected 
price  and  elasticity  assumptions (1964-1965) 

Without  schemc 
With scheme 

Floor  Price 
in Year 1 

(1 964) 

588 
600 
602 
604 
606 
608 
61 O 
61 2 
61 4 
61 6 
61 8 
620 
640 

When  Year 2 
elasticity 

is equal to 
Year 1 

elasticity (1) 

636-637 
632-633 
629-630 
625-626 
621-622 
61 7-61 9 
61 3-61 6 
61 0-61 2 
606-609 
603-606 
599-603 
568-575 

(1) Elasticity range  for  both  years is -0,8 to-3,2. 
(2) Year one elasticities  range  from -0,s to  -2,O. 

Year two elasticities go up to  -3.2. 

in Year 2 
(1 965) 

662 

When Year 2 
elasticity 

is greater than 
Year 1 

elasticity (2) 

639-656 
636-654 
632-653 
629-652 
626-651 
623-650 
620-650 
61  7-649 
61  4-648 
61  1-647 
608-646 
583-637 
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3 

Olive  oil  buffer-stock scheme : fluctuation in  total  annual  returns  under  various 
floor  price  and  elasticity demand assumptions (1) actual  fluctuation 

= 437 million  dollars 

600 

61 O 

620 

640 

Elasticity 
i n  stocking 

O. 8 
1.4 
2. o 
O. 8 
1.4 
2. o 
O. 8 
1.4 
2. o 
O. 8 
1.4 
2. o 

Elasticity in  

43 6 
420 

435 
406 

43 5 
393 

435 
368 

- 

- 

- 

- 

(in  million 

432 
41 3 

430 

242 263 
326  341 
41  1 41 9 
31 4 3 27 
366 376 
420  425 
351  360 
388 3 94 
425  428 
389  395 
41 O 

429 
407 
386 
422 
383 
345 
41  6 
361 
305 
405 
3 1  6 
228 

(1) Assumption - elasticity i n   t he  disposal year i s  equal to or greater  than  elasticity  in  the  stocking 
year. 

4 
Olive  oil  buffer-stock scheme : gross gains in producers'  incomes  over  the two 
years  period  under  various  floor  price and elasticity demand  assumptions(1) 

(U.S. 

Elasticity 
in  stocking 

61 O 

620 

640 

O. 8 
1.4 
2. o 
O. 8 
1.4 
2. o 
O. 8 
1.4 
2. o 
O. 8 
1.4 
2. o 

~~ ~~~ ~ 

Elasticity in disposal 

1.4 1 2.0 1 2.6 1 3.2 

9  162 
670 

16 565 
73 5 

23  777 
406 

37  685 
1 272 

- 

- 

- 

- 

(in thousand 

1 3  005 
7  379 
1  682 

23 477 
12  777 
1 865 

3 3  642 
1 7  563 

1  087 
53 141 
25  521 

2  936 

15  085 
11  024 

6  894 
27  232 
19  362 
11 287 
39 023 
27  002 
1 4  596 
61 627 
40 41 5 
1 8  385 

16  389 
1 3  3 1 3  
10 174 
29  592 
23 514 
1 7  249 
42  41 1 
32  974 
23 183 
66  990 
49  897 
32  045 

1 

(1) Elasticity in   the disposal year  is  greater  than or equal t o  elasticity in  the  stocking year. 

the ,assumption of 
demand elastici,ty the disposal 

,the achieved in 
two is the 
equal elasticity assumption. A 

of 614 t,on now 
seans to be most consistent wi'th high 
stability 'and  wi,th the maintenance of 

in  the disposal 
in the 

possible combinations 
of elasticities, 610 

to be an 
ximum which  minimizes the 

and 
Temains significantly below the expected 
lowest At this 

the maximum 
fluctuation is 40 with 
the ,acbuuail fluctuation of 74 
This  is substantial in  the 
fluctuation the 

Expected in 
to as the diff- 

demand el,as,ticities  between 
,one .two 

achieved .those conditions maintain 
a substantial the 
but  continue to than  the 

scheme. 

The  Stability of 

The effect of ,a scheme 
on the of 
is evaluated  'against the .actual income 
fluctuations 114) (table 3). A modest 

in annual  income fluctuations 
could be  achieved  by income 
ing  mechanism  supplementing 'the 
stock  scheme. A conceptually simple 

mechanism is to with- 
hold fpom ,the of the 
stocks in the stocking 
The h111 value of the stocks sold  in the 
following is paid  back t.0 the 

On .this  basis, athe 
between 1964 land 1965  in  annual 

to olive  oil 
was calculated and  is shown 

in  table 3. 
Substantial gains in income stability 

could be achieved in the 
between one  and 

two elasticities is Of 
the advances to 

stocks withheld the 
will fluctuations 

in total to level 'than 
shown. 

Losses 
Scheme 
Total gains to incomes, 

the absence of losses  ?achieved 
of 

constitutes m its 
T.able 4 shows 'the 

gains 
specified and elasticity assum- 
ptions. 

The magnitude of gains  depends 
upon the the dasticities 
of the stocking 
disposal 
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by  less elastic demand 
and disposing in ;a 

by elastic demand gene- 
will lead to gains The 

the elastic the demand in the disposal 
in  the stocking 

the will be  the gain. The 
si,tuati,on (not tested) will bad 

toi losses. 
a of 610 

,ton, in 
light mentionad objectives, 
the between 1 to 30 
d i o n  A slight in the 
el'asticity of disposal 

in a 
in the stabilization 
scheme. 

The shown need  ,to be 
with  the totd costs of 

ing  the  schme in to its 
example, if total 

costs of stabilization a 
*about 15 of the sales 

,of the  stocked oil and  the 
minimum is 610 

t,on, a modest  net 
gain  could 'be  achieved if the elasticity in 
the ldisposal is at least 0,2 
than  that of the  stocking 

The magnitude of stabilization 
feasible a hypothetical 
stock scheme two- 

of 1963/,64 - 1964/65. 
distinctly by 

a typical cyole of highilow 
This study  has  shown that  the 

of such a  scheme 
depends on the extent of objectives to be 
achieved and  the- leve of elasticities 
of 'demand  .in the two- 

the 
the the the 
quantity of stocks 

to achieve that Simil- 
mly, the the elastici,ty of demand 

the stocking the the 
quantity of stocks must be 

to achieve  a specific 
Although is no 

to the level of da t i -  
city ,of 'demand olive oil any 

is evidence 
which  suggests that this elasticity lies in 

e1,astic ,at abollt 
- 1,3 (15). A change the olive 

'of 1,O cent is associated with 
a change  in  quantity  demanded of 1,3 

cent in  the opposite 
oil quantity adjust- 

ments to changes, vice 
tas 'as in mod staple 

which by 
inelastic demand. this case the likely 
magnitude of 

impact  shoud  be to 
the basis of this bench 

dasticity. 
The of the tested  scheme 

suggests  a of about  610 
ton which might  have 

been  most the stocking 
c1964). stabi- 

lity could  have been  achieved 
the at about 
in  the stocking 

of 617 to 650 in the dis- 
posal with 
the actual of 588 
in  the in  the 
second (169. 

in the stability of 
annual 
a supplemented with an 
income This 
mechanism  might  be conveniently app- 
lied by  withholding the  value of stocks 

the until sold. 
Although it is  not  the explicit 

of the hypothetical scheme to achieve 
incomes gains,  a  successful  mechanism 
is the  one 
losses to  the gains 
shown must be against the 
h t d  cost of the 
Evidence suggests that a  modest net gain 
is possible most olive 
oil conditions. 

stability  objectives  could 
have  been achieved a 
stock mechanism olive 

cycles. These cycles  could 
have been  easily identified in advance in 

d e s  and stability objectives. 
example, the beginning of a 

tion cycle could 
be 20 30 

than 
in the last five Since the alive 

cycles not sys- 
tematic, by  the sta- 
bilization would  been 

and 
Findy, this shown that th1 

of olive oil supplie 
caused by the olive cycll 

A 
stock scheme  based on withholding ant 
disposing of stock  could achieve  a  consid 

of stability. Give] 
of the olive oil with 

holding of stocks in yea 
and its complete  disposal in the folbwin, 
low will  achieve  a  sub 
stancid stability supplie3 

and incomes. Such stability  ope 
could also in 

to  the as  a  whole. the lon; 
a stable olive would tem 

to a allocatio~ 
within 

to cyclical (e.g. 

e 

e 

1 

B 

i, 

U 

s 

\c. V. 

NOTES 

(3) explanations usually given 
as to  the of the cycle. 
The biological of cultivation 

and  the and of the 
climatic and soil conditions the 

causes of the olive 
cycle. 

was signed in 1956. 
The Olive Oil 

and the 
and seven 

Tunisia). Second and 
Libya, Spain and 

signed in 1963 and 
Additional joined these 

and 
(5). The of soft oil of the 

An 
the  last 20 

least estimate of soft 

estimated function hypothesis that 
oil demand has been computed. The 

olive oil See 
soft oil negatively associated with 

(1, pp. 64-75). 

study has been made to the 
(6) the  lack of utilization data, 

elasticity of demand olive oil and 
competing soft oils. one study 
the EEC shows that while elasticity of 
demand olive oil with to the 
of oil substitute is non-s~gnificant 
(i.e. the elasticity of 
demand any soft oil with to olive 
oil is highly significant (i.e. 
one). See ELZ, Needs 

United States of 
of the 

Washington, 1967, p. 125. 

of 1959  was established to 
(7) example, Coffee 

a judicious balance between supply and 

states. Each 
demand ... ". all with coffee 

in the as 
of 
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the commodity. The 
located in the and 

and South while consu- 
ming in the 

See: 

1966, pp. 205-206. 
John Wiley and Sons, New 

natlonal Tin of 1956 and 1961  was 
(8) One of of the 

stock. Tin the 
and maintenance of a 

only one of kind which have been used to 
achieve stability 

The Tin Council was 

falls to below a specified minimum level 
to buy (stock) when its 

stock  lasts at 
and  to sell (dispose) as  long  as  the 

limit See: 
op. cit., pp. 212-223. 

(9) The Olive Oil Council is the 
of the Olive Oil 

The eleventh session of the Council held in 

lization to The 
in 1964 submitted stabi- 

constitute a exchange and 
of olive oil among and deficit 

Although these 

actual exchange of olive oil among deficit and 
have been by most 

has taken place. 

(11) can be in 
Also see (3),  (12) and (13). 

advance. estimates 
usually made months in advance of the 
olive season beginning in the fall. These 

is well known about two months 
estimates often until  the size of the 

the beginning of the 

elast~clt~es along a stable slowly shifting 
(121.111 addition to in the estimates, 

demand The of the 
flexibility is as the elasticity of 
demand olive oil. this 

demand functions estimated using 
as  the dependent Within the 
of the the 

past  15 estimates of elasticity fell 
within the of -0.8  to -3.2. The set of 
elasticities assumed to be applicable in the 

in of 4 . 8  to -2.0, while that assumed 
stocking (high was 

to be applicable in the disposal (low 
duction-high was in the of -0.8 
to -3.2. All possible combinations, at 0.2 
vals, lying within these 

of elasticity combinations was 
along with assumed The 

by those in which the disposal 
elasticity was less than that  in the stocking 

a of elasticity 
combinations within the above along with 
selected is See Appen- 
dix least estimates of flexi- 
bilities and Appendix C complete compu- 
tational of  the hypothetical 
stock scheme in Al-Zand (1). An 
elasticity of demand olive oil has been esti- 
mated at -1.7 by Elz in his study Oilseed 

Needs 
nity, 1970. 176. 

on the funds used in buying stocks accounts 
(13) was that the  imputed 

about 50 cent of the total costs,  while the 
cost of physical accounts 
20 cent. A estimate suggests that the 
total costs of stabilization a 
might 15 cent of the 
sale of the  oil stocked. See 

(14) Total income the two 
cycle is assumed to be equal to quan- 

tities in each multidied bv 

(11, pp. 7-8). 

pondfng + (Ohs .  OPZ) 
in 2. 

198). 
(15) See (1, pp. 124-127 and pp. 197- 

and consuming on a 
(16) is no among 

a equal  to 640 
ton has been suggested as the minimum 

acceptable is evident 
going analysis and subsequent that 
this suggested might be too high feasible 
stability objectives in the olive oil A 

ceiling is  not imposed the 
stock scheme examined. The of 
stock is assumed to be (disposed) in 
the second despite the level of 
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OF A 
- 

1963 /64 - 1964/65 

The - 
Stock Scheme  is  conceived 

: 
Given : 
P, = in 1 (high 

P, = in 2 (low 

Q, = quantity in 1 = 

Q, = quantity in 2 = 849 

X, = 1. 
E, = elasticity  applicable in 1. 
E2 = 2. 
Solve 

= amount of stocks  needed to be 

7c2 = in with the 

elasticity of demand in 1 
of a - stock 

scheme  can  be  visualized  as  follows : 

= $ 588 ton. 

= $ 662 ton. 

1 699 thousand tons. 

thousand tons. 

in 1. 

scheme if all stocks sold.. 

Q 
AQ1 , p. 

: 
E, = elasticity of demand in 

AQ, = change in  quantity supplied 

AP, = change in stocking. 
= and 

Q = quantity and 

AQ = quantity of  stocks  needed 

1. 

stocking. 

stocking. 

stocking. 

to 
=“,-P,. 

of the above 

P = ___ = with the P, + X 2  

2 
of in 1. 

Q =  Q1 + = quan- 
2 

tity of stocking 
in 1. 

- 

: 

- - ___. P P1 
Q - 

and 
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Given  value (X: 

and elasticity in (E,),  th 
quantity of  stoclcs  needed to 

in to achieve the specified  floc 
is: 

elasticity of deman 
in 2 is  as  follows: 

computed  values of ( Z  
and given  values of elasticity in 
(E2), the elasticity (3)  would gib 
the the dispos; 

application of elasticit 
in the stockin 

and of ela! 
ticity  coefficients  tested  is -0,8 t 
-2,O in  the -1, 
to -3,2 in  the 

Annual  Fluctuation Total 

Without the scheme: 
588 (1699) - 662 (849) = $ 436 974 
With the scheme: 

(Q1 - - 7 ~ 2  (Qz + 
Gross Gains (Losses) 

= Amount of stocks  needed to be 
to maintain  a 

n,, and given the 
OF 

an estimate of the expected 

CYCLES 
(x~) can  be  made on the basis of the 

: 

The key 
in the feasibility and 

usefulness  of a 
application the following: 

- The 
ed without stabilization 
in the 
tion can be 
estimated in light of 
in of 

demand  condi- 
tions.  Allowance  might  be  made 
to account any  deviations in 

X, = The 
upon 

stabi- 
lity  objective can only  be  applied 

is  estimated to than 
X,. The magnitude of the diffe- 

and can be 
used  as an 

example,  when the magnitude 
of the 

than the 
deviation of 

the then 
a to 

to the 

Q, = Estimate of quantity of  olive  oil 
which  is  expected to 
in the peak 

estimate can be  made 
well in advance of the 
season.  This  estimate  is  usually 

and  a 
can be  obtained at the beginning 
of the A peak 
of a cycle can be  easily  identified 
when is  significantly 

(e.g. than 30 
cent) than 

The assumption 
that the quantity 

duced in  a is 
as the  quantity supplied in that 

in 
stocks  is  assumed to be"continued 

E, = Elasticity of demand  which is 
appliable in 
of elasticity  between -0.8 to 

-. -2.0 can the 
most  likely  estimate in a 

is 
assumed that the 
of demand 

of cycle  is not 
constant. The in  the 
elasticity of demand this 

by the 
fluctuations in supplies 

and especially  influenced. by the 
of the cycle. 

Q, = Estimate of quantity of olive  oil 
expected in the low  end of the 

cycle. The quantity 
in  the 

the and 
will make the total supply of 

the commodity in this 

E, = Elasticity of demand  which  would 
be  applicable in 
all  times,  elasticity  is  expected to 
be  significantly than the 
elasticity in  the 

The most  likely 
of this  elasticity  is  assumed 

to be  between -1.0 to -3.2. 
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