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Canned
tomatoes
The CAP reform is not the
only thing that makes this
season interesting for the
Greek processing tomato
industry, as soaring production costs are here to stay.

Seeing
red
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his year looks set to be a particularly
interesting one for the Greek tomato
industry, as it adapts to the EU CAP
reform, high raw material prices and
ever-rising production costs.
The industry is seeing a big change this
year compared with the 2007 season, and an
astonishing one compared with the seasons
prior to that. For example, while the industry
saw surplus stock in the 2004 season, Greece
is entering into the new season with no carryover at all, and very strong demand.
The Greek tomato processing industry, as
is the case with any other in the food sector,
is battling with soaring production costs.
First and foremost, regardless of any recent
development, Europe itself has higher labour
costs compared with some other tomato producers, such as China, so its basic cost is
already higher than some others.
However, the problem lies in the increasingly expensive costs involved in food processing. The price of oil is now over
US$120/barrel, which means running the
factories themselves will be far costlier than,
say, a year ago. As is well documented
throughout these pages, the sky-high price of
oil is, in the food industry, accompanied by
equally high tinplate and other input costs,
such as packaging. In addition, freight rates
are set to go up.
And then there is the issue of currency –
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while it is perhaps simple enough for Greece
to trade with its fellow EU counterparts,
whether the stable – but very strong – euro
will deter buyers from other countries
remains to be seen. One particular customer
that can well suffer from this year’s currency
fluctuation is the UK, as the euro remains
resolutely strong against sterling, meaning
UK buyers will be squeezed, especially as
this market is a mature one that consumes a
large amount of tomato products.
All in all, processors have a tough year
ahead as they struggle with unprecedented
costs. Adding to this is the CAP reform,
which came into practice this year. Put simply, Greece has opted for a 70/30 decoupling
system, which means 70% of growers’ subsidies will be ‘decoupled’ from production.
While the CAP reform has certainly led to
a hike in raw material prices for growers, this
may not prove to be enough of an incentive
to remain in tomato cultivation. There have
already been reports that some farmers are
abandoning their tomato acreage. It is
thought that water shortages, weather problems and, most importantly, higher-paying
crops – such as wheat and maize – are all luring growers away from labour-intensive
tomato farming.
The CAP reform is also bringing new
changes and guidelines for processors,
including factors like the location of the fac-
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tories, and their processing capacities.
Somewhat unsurprisingly, tomato processing
is proving an expensive affair, being a seasonal business where a large proportion of
processing factories only operate for two
months per season. However, as robust
demand for tomato products continues with
significantly higher prices commanded in the
world market, it is believed that Greek
processors could well increase their processing capacities again.

Upcoming season
All these changes are causing raw material
prices to surge – while last year’s prices
averaged at €50/tonne, this season Greece is
witnessing prices of around €80-85/tonne.
Most of the raw material, at roughly 90%, is
processed into paste, while the remaining
10% goes into chopped tomatoes.
This season, 9 000ha are estimated to be
under tomato cultivation. Approximately
700 000 tonnes of tomatoes should go for
processing in the Greek industry, compared
with around 620 000 tonnes in the previous
season. Around two-thirds of processed output is paste, and one-third chopped tomatoes.
It is worth noting that Greece has only
ventured into the retail processed tomato sector in the last five years or so. A period of
low prices, coupled with the speedy development of retail-sized products by domestic
private labels, caused processors to begin to
seriously think about this sector, away from
Greece’s traditional industrial market.
Rasmelo Hellas is the leading player in
this market, as the first company to join this
sector and conclude business with European
retailers. The need for more supply, alternative origins and innovations (such as different packaging) is enabling Rasmelo, and the
Greek retail industry as a whole, to remain
competitive in the tight market that is set to
develop in 2008.

