Production and marketing of organic food
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Summary:

Due to the increase in the deficits of nutrition and the deterioration of the conditions of conventional agricultural production the organic farming offers a perspective. It has expanded in Europe since end of the 80-ies and is a political demand but it increases worldwide, too.

Demand and offer of organic products are increasing. The construction of effective marketing structures, however, is a deficit.

Particular streams of goods are developing in international trade, especially for products of the "Third World" sold at fair prices .

Anotace:

Díky zvýšení deficitů výživy a zhoršení podmínek konvenční zemědělské výroby nabízí organické hospodaření perspektivu.Od konce 80. let se rozšířilo do Evropy a je politickým požadavkem. Rozrůstá se i celosvětově. Nabídka a poptávka po organických výrobcích stoupá. Budování účinných marketingových struktur je nicméně nedostatečné.

V mezinárodním obchodě se rozvíjejí jednotlivé toky zboží, zejména výrobků „třetího světa“ prodávaných za přijatelné ceny.
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There is a worldwide increase of the deficits of nutrition. The right to sufficient nutrition was already formulated in 1948 within the scope of the human right declaration of the UNO.

The cause for hunger, the unequal distribution of the resources and the social circumstances are known. All measures taken up to now have not proved successful, because there are underfed 800 million people in Africa, in South East of Asia and Latin America.

In view of the availability of the resources, the increase of farm products is limited.

A lasting development of world agriculture is demanded, that requires the following 3 criteria:


- increase of production


- environmental care


- social compatibility

The requests are fulfilled by organic agriculture recognizable by means of the following thesis:

1. fertility of the soil instead of erosion and desolation

2. worldwide comparable level of output

3. national supply

4. relief of the atmosphere

5. conservation of genetic variety

Countries of Western Europe, for example Austria, Switzerland and Sweden, are leading in the field of organic agriculture. Alltogether 0,4% of the area in Western Europe are managed organically.

Cultivation does not only extend in Europe but also worldwide. The number of members of the IFOAM is constantly increasing and today 570 federations from 100 countries belong to it. A successful rearrangement will depend on the possibility to absorb the regressive level of output and efficiency by higher prices and if the necessary economical result can be achieved.

The adaptation to organic farming is influenced by governmental promotion. Iceland will soon be leading in this type of agriculture because of a parliamentary resolution to develop agriculture completely in the direction of organic farming and to provide money for it. The development of the organic farming in the EC had been dependent on the financial promotion so far as it is showen by the development in Germany.




The promotion of the organic agriculture resulted from:

1. the program of extensification

2. EC regulation (2092/91) on organic agriculture as to marking vegetable products

3. the catalogue "Supporting measures of the agrarian reform" EC regulations 2078/92
Environmentally compatible production methods, which protect the natural environment including organic agriculture are supported.
4. EC regulation 522/96 concerning the international market

5. regional programs of the countries in particular for the promotion of marketing

In Europe organic farming is developing dissimilarly in spite of promotion by the EC, as shown in illustration 2.

In Austria, 7,2% of the area were managed organically in 1996 and only 0,1 % in Spain. However, the area has increased importantly in the 90-ies on account of measures of agricultural policy.

Organic farming has developed very dynamicly in the last years and has a long tradition. The cultivable area has multiplied tenfold for the last 10 years.

In 1996 almost 20.000 enterprises managed 34.000 ha farmland. A great number works in disadvantaged areas with regional differences.

The annual turnover with domestic products amounts to 2 milliard AS, the import to 1 milliard AS. The main import products are potatoes and fruit. The marketing is organized in an exemplary way, with marketing 15% of the ecological products directly and 85% indirectly. Recently marketing in supermarkets and processing has increased enormously.




With 1,8% part of its area managed organically Germany is one of the leading European countries. Organic farming has developed continuously for the last 10 years due to the frame of ecological requirements and the entire social environment . At present 1% of the farms manage organically on 1,8% of the area.

In the new states in Germany, organic farming has gained in importance particularly by the promotion of the EC- program of extensification.

In Mecklenburg-Vorpommern almost 500 companies manage organically on 7% of the farmland (table 1).

In companies with lots of grassland the management of suckler cow herds and sheep breeding form the main production. The majority of the companies are members of the cultivation association "Biopark".

Table 1:  Number and area size of the organic agricultural companies
	Anbauverband
	Anzahl der Unternehmen
	Fl(cha in ha

	Biopark
	401
	84059

	Naturland
	9
	3358

	G(a
	3
	204

	Demeter
	13
	969

	Bioland
	29
	4050

	sonstige Betriebe
	.
	.

	gesamt
	456
	92897


1)  nach der VO (EWG) 2092/91; 2) Stand 31.12.1996

Quelle: Ministerium f(r Landwirtschaft und Naturschutz.

In the new states of Germany the companies managing organically with in average of 200 ha are 6,5 times larger as companies in the old states. On account of the great offer new ways in marketing were necessary. Benefitting from government promotion concerning the program of „marketing of agricultural products produced by special rules“ cooperative marketing associations were constituted. Altogether the marketing for market fruits via the wholesale trade is the most improtant marketing channel. Direct marketing forms only a niche.

The part of companies producing organically in the new states will only increase slowly in future because promotion will come to an end respectively decrease. The main problem is the extension of marketing because there are still considerable structural deficits compared to the conventional offer.

Organic farming is also increasing outside of Europe. In particular it is introduced in the less developed countries by projects supported by the EC and the USA.

Costa Rica, El Salvador and the Dominican Republic are the leading countries in Latin America in the cultivation of coffee, sesame, bananas and fruit. The local market varies considerably. The farmers cooperate in associations in accordance with the European model.

Argentina produces olives, sunflowers, soya and sugar cane. 2.000.000 l of oil are produced. The organic food are mainly exported to Europe.

In South America the acreage has increased to 1,5 million ha and  the sales to 150 million US$ for the last 5 years.

In Latin America the main producer of organic products is Mexico, where 1% of the farmland are managed organically and mainly coffee, sesame, bananas, vegetable and cotton are  produced at a value of 500 million US$.

But also in Africa organic farming develops according to European experiences. In Asia a great number of products are made organically e.g. in China tea, soybeans, sesame and medicinal plants.

In Australia, New Zealand and Polynesia kiwi, lemons, rice, coffee, cocoa, milk products and lamb are produced for the export at the value of 500 million US$.

In addition to the worldwide increase of the offer of products made organically, the demand also increases thus disturbing the market balance. Until the beginning of the 90-ies, the demand was higher than the offer in Western Europe. At present the offer exceeds the demand in almost all countries. To help products produced organically, in particular food as well as the ideals and principles connected with it to a breakthrough, a general change of values in society is necessary. To increase the demand for organic food in future the following requests of the consumers should be considered:

1. organic food must taste good

2. organic food must look appetizing

3. organic food must be fresh

4. organic food should preferably be produced in the area

5. the variety of the organic food has to be increased

The purchase behaviour of organic food was analysed by means of consumer questioning in Rostock and Berlin. The answers of the consumers do not always correspond with the actual share of market. Comparison with the real market trend shows that the absolute height of demand is overestimated by the consumer.

In published studies and market analysis reports of European countries as well as in own questioning a great number of customer was found, who buy organic food regularly and customers, who will buy them in future, too. Within the representative questioning at the agricultural fair "Grüne Woche" in Berlin three out of four interviewed persons say that they had bought organic food during the last 6 months. In Rostock it had been over 50% of the interviewed persons. Information about organic agriculture is important for the consumer since confidence in conventional agriculture has decreased rapidly through scandals and their effective representation by the media. The increased interest became clear by means of questioning in 1995, 1996, 1997 in Berlin where more than 80% of the persons interviewed said they would like to learn more about organic food.

Today only a part of the customers come from the "alternative environment". Customers want to choose from a great offer of basic organic food in the supermarkets  as it is successfully practised in Austria, Switzerland and Denmark.

According to the questioning, grain products, milk, bread, vegetable and fruit are preferred. The sale of animal products is more difficult since many customers of organic products are vegetarians and/or consumer who are vegetarian oriented customers.

Worldwide, the comprehensibility of origin of organic products turned out to be important for the purchase. Organic food from the area are the most favoured. 45 % of the persons interviewed in Berlin and Rostock specified that they only buy vegetables from the area, and 51% indicated that they buy occasionally from the area. They see the following advantages in the purchase of organic food from the area:

1. support of the domestic farmers
78 %

2. by short transport less environmental pollution
64 %

3. higher degree of freshness
53 %

4. expression of the attachment to home
31 %

The price plays a important role in the purchase of organic food and in particular, the price relation between organically and conventionally made products.




Altogether the sale of organic food will remain, however, a niche in future. In Germany, the share of retail turnover is at present by 1 - 2%. However, a doubling is predicted until 2005.

The following marketing structures were formed for marketing the offer:

· indirect marketing

· direct marketing

Direct marketing up to now takes only up a small part with regional differences in Germany.

It is important that there is sufficient demand in the catchment area, but it is to be considered that only 10 - 15% on the average of customers are interested in the direct purchase of foods. The products can be marketed effectively by concentrating the offer at the producer stage. The producer and market associations offer advantages to agricultural enterprises producing organically.

In order to reach many prospective buyers the offer of organic food in the supermarkets must be increased. Germany is only just beginning to do so, whereas this marketing form is practised comprehensively in other countries.

International commerce should also practice regionalization instead of globalization.

Comparision of the import and export structures in the western industrialized countries shows, that

· the most of the organic products are sold within the industrial countries, with relatively similar ecological conditions

· almost 2/3 of the German agricultural trade occurs with EU countries

· the goods structure of the agricultural import and -export is similar

Most of the present agricultural trade - excepting tropical products and fruit - has to do less with advantages of ecologically determined location but with the use of doubtful comparative advantages of expenditure, with conditions of funds and work, faktors of marketing or subsidy profits.

The creation of regional, small- space structures offers the chances for strong co-ordination and co-operation instead.

The demand for imports of organic products will remain and this is a market chance for the countries of the third party world.

However, fair prices should be paid. It should be guaranteed on principle that the people in the "third world" can also buy this products.

The precise data on export and import of organic products are not available at present, however, but will be determined within the framework of a project supported by the EC.
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