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Introduction

By 2002, the international market in organic foods and beverages was estimated to be worth
US$23 billion (Sahota 2004). This brought the market share of certified organic food in the
developed countries where it is predominantly consumed to somewhere between 1% and 2%
of total food sales (Sligh and Christman 2003). According to critics, this small percentage
proves organics to be little more than an overhyped Western food fad (see Lockie 2006). Yet
with ongoing sales growth in developed countries of between 8% and 20%, organic foods have

ernments (Burch et al. 2001). Along with fair trade goods, organics has become one of the
fastest growing sectors of a global food market characterised more generally by oversupply and
falling terms of trade (McCoy and Parlevliet 2000, Raynolds 2000, Sligh and Christman 2003).
Indeed, it has been estimated that the international market in organic foods could reach
US$100 billion as early as 2006 (McCoy and Parlevliet 2000) with the organic sector in the
United States of America (USA) alone worth over US$30 billion by 2007 (Haumann 2004).
From an insignificant niche market as recently as the mid-1990s (Sahota 2004), organics has
leapt into the mainstream.

This is not to say that this growth will continue indefinitely. The expansion of larger
European markets appears to be slowing as they approach what some commentators refer to as
‘maturity’ (Sahota 2004). And as expansion slows, price premiums come under pressure, as
reflected in a dramatic fall in the farm gate prices paid to organic dairy farmers in the United
Kingdom (UK) in 2001 as a result of apparent oversupply (Franks 2003). In other markets, the
issue appears to be less one of demand slowing than of producers failing to supply produce of
Sufficient consistency in quantity and quality to secure a sound distribution and retail base
(Hassall and Associates 1990, Conacher and Conacher 1991, Hudson 1996, Dumaresq and
Greene 1997, Baecke et al. 2002). This limits opportunities to sell certified organic produce as
uch as it reduces opportunities to purchase it! In fact, despite conditions of apparent under-
Supply, around 35% of certified organic produce grown in Australia is sold as conventional
Halpin 2004a) while 40% of organic beef and 25% of organic milk in Belgium is sold as con-
Vventional (Baecke et al. 2002). Compounding these demand and supply-side constraints on the
ntinued expansion of the organic market is the simple issue that the organic industry knows
tle about who purchases its products or why they purchase them (Hassall and Associates

90, Conacher and Conacher 1991, Hutchins and Greenhalgh 1995, Hudson 1996, Dumaresq
d Greene 1997).

attracted the interest of a growing number of farmers, food processing firms, retailers and gov-
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Common lore tells us that organic market growth has been rooted in an unlikely mix of
fear and fashion. Many consumers, it is believed, have been attracted to organics by their dread
of the imperceptible threats of industrial food production. The ‘mad cow’ crisis and other food
scares have so tested consumer confidence in conventional food systems, and the institutions
that regulate them, that assurances regarding the safety of genetically modified organisms,
food irradiation and agricultural chemicals have fallen on deaf ears. Others, purportedly, have
been attracted by the positioning of organics as a premium quality niche product. Substan-
tially higher retail prices for organic foods have promoted a perception that they are consumed
primarily by those wealthy enough to pay virtually any price to purchase what they believe to
be tasty, safe or nutritious foods. There is certainly a grain of truth in these beliefs. However,
research does show organic consumption to be somewhat more complicated.

In this chapter we examine the organic marketplace in terms of the changing dynamics of
supply and demand; what is known about those who consume organic foods; what strategies
have been set in place to recruit more people as organic food consumers; and constraints and
opportunities for further expansion of the market for organic foods. In doing so, we will
address, at least in part, one of the principal concerns that has arisen within the organic sector
as a consequence of its growth; that is, the concern that expansion has come at the cost of the
core values and practices on which organic agriculture was founded (see Chapters 9, 14 and
Special topic 3).

The demand for organic foods

There is a widespread perception that rapid growth in the organic market since the mid-1990s
has been based more on an escalation of consumer demand than on an expansion of supply
(Lyons 2001). This ‘demand—pull’ perspective on market growth is lent credence by the claims
of several distributors, processors and retailers that they have experienced considerable diffi-
culty sourcing enough certified produce to satisfy buyers, leading some to sponsor the conver-
sion of conventional farmers to organic production (Lyons 2001, Halpin and Parkinson 2004).
Yet, as we have seen, there already are signs that recent rates of market expansion are slowing. -
The question is, at what point do we consider the market for organic produce to have ‘matured’

that is, to have reached an equilibrium of sorts between supply and demand that is likely to" 3

remain relatively steady for the short to medium term? Or, to put it more bluntly, how big will
the organic market get? 3
Demand, however, is a difficult concept to quantify. There are few people who, when asked,
will state categorically that they would not purchase organic foods under any circumstances: ;
Surveys suggest that were organic foods to be made as widely available as conventional foods;
almost all Western consumers would buy them at least some of the time (Lockie et al. 2002).
And the lower any retail price premium is over outwardly similar conventional foods, not surif,:}»
prisingly, the more people express an interest in purchasing organic produce (Lockie and}
Donaghy 2004). The level of demand, therefore, for organic foods derives not only from the
values, beliefs and socioeconomic status of food consumers, but on the relationship betweeﬁ
these attributes and supply side issues such as quality, distribution and retail pricing. Levels-of
demand, even within markets that appeared to have reached maturity, may shift very rapidlY
in response to major changes in supply. Given these factors, demand is examined in thi§
section, from the perspective of existing supply side dynamics, retail price premiums and cons
sumers’ stated willingness to pay for certified organic foods. :
Generating an accurate picture of the international organic sector accurately is hampefei
by limited data availability and uniformity. Nevertheless, the most recent International Feder,
ation of Organic Agriculture Movements report suggests that of the US$23 billion global retal
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market for organic food and drink in 2002, North America accounted for US$11.75 billion,
Europe US$10.5 billion, Japan US$350 million, Oceania US$200 million, Latin America
US$100 million and the rest of Asia and the whole of Africa less than US$200 million (Sahota
2004). These figures reflected growth, in 2002, of about 12% in North America, 8% in Europe,
and 15% to 20% in Australia (Sahota 2004). Following several years of growth of between 20%
and 40%, the UK most exemplified the slowing of market expansion in those European coun-
tries with comparatively large organic markets (Sahota 2004). Importantly, if this thumbnail
sketch of the international organic marketplace is compared with broad international patterns
of organic production, there are some notable points of divergence. Of the roughly 24 million
hectares managed worldwide for certified organic production in 2002, over 10 million were
located in Australia, 5.8 million in Latin America, 5.5 million in Europe, 1.5 million in North
America, 880,000 in Asia, and 320,000 in Africa (Yussefi 2004). Despite the spatial dominance
in Australia and Latin America of semi-arid rangelands used for extensive cattle grazing
(Yussefi 2004), it is strikingly apparent that the poor countries of Africa, Asia and South
America are producing significant quantities of organic foods almost exclusively for sale in
Europe and North America (Sligh and Christman 2003, Parrott and Kalibwani 2004, Willer

. and Yussefi 2004). The same is true within Europe, where Italy and Spain act mostly as export-
= ers to Germany and the UK (Smith and Marsden 2003), which import around 50% and 65%,
. respectively, of their organic food needs (Sligh and Christman 2003, see also McCoy and
. Parlevliet 2000).

Average national retail price premiums for certified organic food have been reported at 20%

( to30% in Austria, 10% to 15% in Germany, 10% to 100% in both the USA and UK, and 80% in
Australia (Sligh and Christman 2003, Halpin and Brueckner 2004). Considerable variability
- also may be found both between commodities and within countries, with those products that
 are supplied in bulk, and widely distributed to consumers, tending to receive the smallest price
. premiums. This is the case for organic milk in both the EU, where retail premiums on milk are
. small to non-existent (Sligh and Christman 2003), and Australia, where they are about 35%
. (Halpin and Brueckner 2004). In Denmark, where consumers display the second highest rate of
expenditure on organic foods in Europe after Switzerland (Willer and Richter 2004), retail price
. premiums are reported to be negligible. The general pattern, however, is of retail premiums
] remaining considerably higher than the 15% to 20% that most surveys suggest is acceptable to
most Western consumers (Lampkin 1990, Burfield 1998, Pearson 2001, Lockie et al. 2002, QDPI

2003, Dabbert et al. 2004). Even if we adopt the suggestion of Dabbert et al. (2004) that a retail
. premium of 25% to 30% is acceptable to enough European consumers that retailers may realis-
tically charge this much while still broadening their organic customer base, existing retail
 premiums would seem a significant limitation on the ultimate size of the organic market.
- Before concluding, however, that retail price premiums alone will ensure that organics never
grows beyond its status as a lucrative niche market, additional points need to be considered.
© First, it is impossible to predict the impact that future events and technological develop-
ments will have on consumer trust, or distrust, in conventional food production and regula-
tory systems. Another ‘mad cow’ crisis may well see perceptions regarding the acceptability of
different price premiums revised upwards. Conversely, serious organic food scares may chal-
1{8nge perceptions that organic foods offer a safe alternative.
i Second, research in Australia by Donaghy et al. (2003) suggests it is not the percentage
Increase in the price of individual organic foods that is important to most consumers but the
'bsolute price increase. In other words, most consumers may be willing to pay a higher premium,
i1l percentage terms, for less expensive goods on the assumption that this will make little differ-
£nce to their overall grocery bill. Similarly, Krystallis and Chryssohoidis (2005) found, in their
Shrvey of Greek consumers, that willingness to pay varied across product categories and was

i
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higher in relation to those foods that were purchased more frequently, that were seen to be of
higher quality and safety, and that were underwritten by trustworthy certification schemes.
Taken together, these suggest that the best way to maximise organic market share will be to
reduce retail premiums on more expensive value-added items while improving the quality and
supply of less expensive, but more frequently purchased, items for which higher premiums can
be maintained. However, organic foods often are represented, positioned and priced as premium
gourmet brands, a strategy that may limit overall levels of demand.
Third, changes in the retail structure of the organic industry are leading to major changes
in the availability and cost of organic foods. While health food and specialist organic stores
pioneered organic retailing, mainstream supermarkets now dominate the sector. This shift has
contributed to lower retail price premiums and higher growth rates in the total market share of
‘organic foods (Hamm et al. 2002). But it appears also, in places, to have contributed to
downward pressure on the prices received by farmers (Smith and Marsden 2003). This is likely
to create, as Smith and Marsden (2003) point out, pressure to increase efficiency and econo-
mies of scale within the production sector in ways that may be inconsistent with organic values
and principles. Supermarket dominance is also likely to promote increased reliance on imports
of organic food from lower cost production centres in Africa and South America (although
producers in developing countries face substantial regulatory hurdles in exporting to lucrative
Western markets, see Chapter 9).

Fourth, in light of evidence that retail price premiums in general are substantially higher
than those premiums received by farmers (Hassall and Associates 1996, Smith and Marsden
2003), it seems less than surprising that alternative marketing strategies based on direct farmer
to consumer sales are developing alongside supermarket interest in organics. These promise to
lower the gap between farm gate and retail premiums and suggest a range of possibilities for
the resolution of supply problems and expansion of demand. See Marketing organic foods for
discussion of the importance of retail strategy to the marketing of organic foods. j

In sum, while there are plenty of signs that demand for organic foods will not support
indefinite growth given existing retail price premiums, there also is evidence that innovations
in distribution and retailing, coupled with lower retail price premiums, may provide the basis
for continued expansion well beyond existing levels of organic food consumption.

Why people do or do not consume organic foods

International research suggests that those attributes of organic products most likely to influ-
ence consumers are, from most to least important: ‘

health (i.e. minimal artificial chemical residues in the product and high nutritional value

environment (i.e. environmentally friendly production and processing);
taste;

animal welfare;
minimal processing;
novelty; and
fashion.

NN U R W =

Conversely, those attributes most likely to limit consumption of organics are also identifiet
(Beharrell and MacFie 1991, Davies et al. 1997, Latacz-Lohmann and Foster 1997, Klonsky ar
Tourte 1998, Magnusson et al. 2001, Makatouni 2001, Pearson 2001, 2002, Lockie et al. 20
from most to least important: ‘

1 high price;
2 limited availability;
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scepticism about the credibility of product claims;
poor appearance;

non-awareness of organic; and

contentment with existing products.

AN U o W

According to Sahota (2004), the typical organic consumer is urban, well-educated, from a
middle to high income household, and discerning in their food choices. Market researchers in
the USA (Hartman and Wright 1999) posit a more differentiated mix of organic consumers
that includes: a small group of passionate environmentalists; an older, wealthier group con-
cerned mostly about their own health; a young group who profess environmental concern but
who tend to act on that concern only when convenient; and a growing mainstream who care
about the environment and are willing to engage in ‘green consumption’ as products become
more accessible. Italian researchers Chinnici et al. (2002), however, differentiate organic con-
sumers into the health conscious (the largest group), the curious (and open to more sales), the
pragmatic (who are very concerned about higher prices) and the nostalgic (who associate
organics with the tastes and authenticity of the past). Each of these claims seem to make sense
in light of the high retail premiums paid for organic foods. But it is important not to dismiss
organic consumption as the domain only of the rich and passionate. According to Hartman
and Wright (1999), most people who have no immediate interest in green.consumption are
those who struggle for economic survival, an underclass of the unemployed, underemployed
and underpaid. If this group of very poor are taken out of consideration for @ moment, some
75% of consumers in the USA emerge as genuinely interested in purchasing organic foods. -

The belief that food should be safe, nutritious, tasty and environmentally responsible is not

- radical or marginal, so it should come as no surprise that many food consumers in Western
- countries profess to consume at least some organic food, 40% in Australia (Lockie et al. 2002).

Consequently, several studies from around the world have found that beyond the exclusion of
the very poor there are few meaningful demographic differences in Western cotintries between
those people who consume organic foods and those who do not (Davies et al:11997, Cunning-
ham 2001, Lockie et al. 2002). The most important dimension of demographic difference is
not education or income, as suggested by Sahota (2004), but gender, with significantly more
women than men claiming to purchase organic foods (Davies et al. 1997, Cunningham 2001,
Lockie et al. 2002). According to Cunningham (2001), this may stem from the higher levels of
responsibility taken by women for feeding children and other family members although, as

noted by Lockie et al. (2004), such responsibility can also place pressure on women to priori-

ise convenience and price.

Although many Western consumers claim to consume organic foods, and many more
profess the values that underpin organic agriculture, overall levels of organic food consump-
ion remain only 1% to 2% of total food sales. This raises questions as to just how many people
purchase a substantial proportion of their food as organic and what it is that differentiates
hese committed organic consumers from more occasional organic consumers? For Australia,
Lockie et al. (2004) estimated that committed organic consumers, those who claimed to
onsume half or more of their diet as organic, accounted for about half of all certified organic
00d sales. This group were more motivated than were occasional organic consumers to source
0ods they believed were natural (i.e. free from artificial additives, unnecessary processing,
enetic engineering, irradiation, pesticides, preservatives, animal growth hormones, antibiot-
cs), environmentally friendly, supportive of animal welfare, and likely to make them feel good

{*motionally. These groups did not express fundamentally different food values. Even those
bwho did not consume any organic foods claimed to be motivated in their food choices by
health, environmental and animal welfare concerns. The difference among the groups was
B

W strongly these motivations were expressed relative to price and convenience.
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Lockie et al. (2004) also examined how the motivations behind food choice interacted to

) . ' ! claims that, in many circumstances, have clear value in the marketplace. The flipside to this is
influence increasing levels of organic food consumption. They found the major direct influence

that the regulatory regimes underpinning certification preclude those who have not been cer-

on inc.reasing rates of organic food consumption to be consumers’ commitment to the con- B cified from labelling their produce as organic.

sumption ‘o.f fqods they perceived to be natural. Women, and those responsible for household B Guthman (2004) argues that organic certification creates conditions of scarcity, by limiting

food provisioning, were far more likely than others to be motivated by this concern. This was B the amount of food labelled as organic in the marketplace, and thus provides the basis for farm
o followe<.i by w1.111ngness to pay a premium for environmental values. The next most important .9 gate and retail price premiums. While notions of scarcity and price premiums intuitively
| factor dlreFtly influencing rates of organic consumption was the level of motivation towards the J < would suggest that certification may limit market expansion, the effects may be both positive
‘ consumption of food.that made the respondent feel good, physically and emotionally. Organic ;| and negative. The cost and complexity of certification certainly does discriminate against

f(?o'd was not only believed to taste and smell better, but also to evoke feelings of safety and tra- - JE  smaller growers, particularly those in the developing world (see Chapter 9). However, scarcity

dl’FlOl’l. Again, responsibility for household food provisioning and gender were the major deter- i and price premiums have acted to encourage those farmers and others who could afford the

minants of consumers’ level of motivation towards sensory and emotional appeal. BB cost of certification into the organic sector and have thus helped to boost organic food supply

and availability. This has been clearly demonstrated in the USA, where the implementation of
Marketin g organic foods ':11 unif(?rm natic?nal standard in 2902 is cr.edited with boqsting consumer awareness and confi-
- . i : ‘ o) ence in organic produce and with clearing the way for its entry-into mainstream supermar-
One of the things that is truly remarkable about organic foods, given their status as one of the . . ¢ Lkets (Sahota 2004).
fastest growing sectors of the food industry, is how little their marketing depends either on L There are now few developed countries where mainstream supermarkets and other large
consumer research or on aggressive advertising and discounting (Hill and Lynchehaun 2002). S  retail chains do not appear set to dominate sales of organic foods. Among the world’s three
At fac.e value, the ‘demand-pull’ perspective on organic sector growth would suggest that 3N largest national organic markets, for example, supermarkets claimed 49% of organic retail
organic growers ha.lve been in the enviable position of being able to concentrate their energies B salcs in 2001-02 in the USA, 40% in Germany and 80% in the UK (Sligh and Christman
on e)'(pandmg 'the1r farming operations while receiving premium prices for their produce, L 2003). Four years previously, the supermarket share of organic retail sales in Germany had
DeSPIFe a paucity of organic food advertising in the mainstream media, that media portrays L been a mere 26% (Richter et al. 2001). In the USA, 31% of the organic retail market in 2001-02
f)rgamc.s as th_e almost sole alternative to environmental and food safety risks associated with was held by just three natural food retail chains (i.e. Whole Foods Market, Trader Joe’s and
1nd.ustr1al agnculture (see Lockie 2006). Analysis of newspaper references to organic food and Wild Oats Markets) that operated across multiple locations using store layouts and scales
agriculture in the UK, USA and Australia suggests that the term ‘organic’ has come to signify similar to those of conventional supermarkets (Sligh and Christman 2003). Reflecting the
aloosely defined bundle of desirable attributes related to quality, safety, ecology, tradition and § assumption, whether accurate or not, that organic consumers are urban, educated and com-
provenance. In a Wer_d where regulatory agencies, and the complicated systems of quality L paratively wealthy, European siupermarket chains have been shown to concentrate the availa-
assurance'they administer, seem incapable of guaranteeing the safety of conventional foods, L bility of organic foods in larger, higher quality urban stores (La Via and Nucifora 2002).
the organic label offers a simple, recognisable and, for some, comforting alternative (Lockie The increasing involvement of very large businesses, such as supermarket chains, in the
2006). Unfortunately, for organic growers, organic produce does not necessarily ‘walk off organic sector has attracted concern and criticism. The argument is that in relatively small-
superma.lrket shelves’. That a significant proportion of certified organic produce is still sold on scale and localised food networks, enough opportunities are afforded to consumers for direct
Conven.t1onal markets demonstrates there is no guarantee that the use of organic methods will /4 interaction with growers to ensure their confidence in the integrity of the foods they purchase.
result 1n.th.e sale of a clearly differentiated organic product. As a consequence, marketing ‘ By replacing direct interaction, and the trust it encourages, with codified sets of standards, the
effo_rts lethm the organic production sector have concentrated on the development of supply way is cleared for organic foods to be shipped around the world at enormous cost in fossil fuels
chains (i.e. on the development of distribution and retailing arrangements) (Latacz-Lohmann and at the expense of values that are not easily codified such as agricultural biodiversity and
anq Foster 19_97’ Baecke et al. 2002) and on the development of an appropriate regulator community building (see Guthman 2004). The ‘conventionalisation thesis’, as this has become
regime to police usage of the term ‘organic’ (Guthman 2004). E known, assumes that the entry of larger businesses into the organic sector first displaces the
' The single most important strategy in the marketing of organic foods has been the estab ¢ smaller businesses that pioneered the sector and second, that these businesses do not share the
lishment gf regulato.ry systems to oversee the development of standards and inspection system values, nor implement organic standards with same authenticity, as organic pioneers.
f(?r organic production, processing and labelling (see Chapter 9). In terms of market expan There can be little doubt, however, that the increased visibility and availability of organic
sion, independent third party certification of compliance with organic process standard foods facilitated by mainstream supermarkets has been a major factor in expansion of the
achieves several things. Most obviously, certification provides some measure of guarantee fo organic market (Richter et al. 2001). The reduced distribution costs and economies of scale
the. buyer that they are getting what they pay for. As progress continues towards the harmoni-4 enabled by the involvement of larger retailers have contributed to lower retail price premiums,
sation of standards on both national and international levels, buyers may extend their confi: and hence increased consumer demand, in those European countries where supermarkets
dence to produce sourced from almost anywhere in the world. Fur ther, even though no set of dominate organic sales (Hamm ez al. 2002). Further, because the total volume of organic food
standar d_s can be expected to codify adequately all the principles of organic agriculture, or all ales has increased alongside mainstream supermarket involvement in the industry, the
the conditions under which it might be practiced, compliance with these standards impli Ncreased market share captured by supermarkets has not come directly at the cost of absolute
ne‘verthel_ess, an integrity that encourages consumers to associate several desirable attributes sales among their competitors (Richter et al. 2001). Indeed, where small retailers, such as
with certified organic foods even though, strictly speaking, those attributes fall outside t health food stores, have experienced declining organic food sales they have done so less because

scope of what is g}lare'lnteed. Such attri.butes include taste, healthfulness, and so on. From Of Mainstream supermarket competition than because of competition from specialist organic
growers' perspective, independent certification enables those who have undertaken it to makej ' and natural food chains (Richter et al. 2001).
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The other area of growth in organic food retailing (in absolute if not relative terms) has
been direct farmer to consumer sales. Farmers’ markets, box schemes (i.e. local, not-for-profit
groups buying and distributing organic food cooperatively), farm gate sales, community sup-
ported agriculture and other forms of direct selling accounted in 2002 for 20% of organic
retail sales in Germany, 16% in Australia, and 10% in Austria and Denmark (Lockie et al.
2002, Sligh and' Christman 2003). Similarly, direct sales accounted for 10% of all organic
food sales in the UK in 2002-03 (Soil Association 2003). Even in the USA, where only 3% of
organic retail sales were direct in 2001-02 (Sligh and Christman 2003), thousands of farms
are now involved in community supported agriculture programs that encourage tens of thou-
sands of consuriiers to subscribe for a weekly share of the season’s harvest, whatever it may
bring (Pretty 2002). In contrast with the downward pressure that mainstream retailer involve-
ment in organics is likely to place, in the longer term, on farm gate premiums (Smith and
Marsden 2003), direct sales offer practical ways for farmers to capture a greater share of the
consumer dollar. The emphasis placed by direct sales strategies on personal interaction, /
localisation and seasonality makes them particularly well suited to smaller growers who
struggle to offer the quantities and continuity of supply required by supermarkets. At the
same time, the emphasis placed by direct sales on personal interaction, localisation and sea-
sonality promotes a sense of integrity and credibility in the organic sector. Altogether, this
suggests that the relationship between large retailer involvement in organics and direct farmer
to consumer sales is not always an antagonistic one. It is true that many of the people whom
engage in direct sales, either as buyers or sellers, probably do so out of a belief that buying
organic food at a chain store is somehow counter to the principles of organics. But it is also
true: first, that many people who prefer to buy direct when possible still appreciate the con-
venience and accessibility of major retail chains when it is not (Lockie 2002); second, that
many involved in direct sales as consumers came to an awareness of organics through the
appearance of organic foods in conventional retailers; and third, that many small to medium
size farms engage in both direct and indirect sales in order to spread their marketing options
and risk (Halpin 2004a).

The importance of large mainstream retailers and the visibility they lend to organics is
underscored by the Richter et al. (2001) review of organic food marketing in Europe and the
USA. The most important feature of those supermarket chains that reported success in their
marketing of organic products, in terms of profitability and corporate image, was the in-store
visibility of organic products. This visibility was underscored by the range of organic product
available, the availability of promotional and educational material within the store, and knowl:
edgeable sales people. These chains took active steps to ensure that, wherever possible, ever
major product grouping included a high quality organic option by appointing dedicated senio
management personnel and by working with suppliers. The leading chains in organic sales had ]
been involved in the sector since before demand for organic products mushroomed in the laté
1990s (suggesting they were key players in this escalation of demand), had detailed environ-
mental management policies and strategies that extended beyond the sale of organic foods t0;}
include matters such as energy conservation (see also Burch et al. 2001), and featured organics?
prominently in their advertising. Those chains less committed to organics tended to stock'a)
limited range of long shelf-life dry goods. Almost all chains used their own organic certificas
tion labels to reduce confusion, although few collected data on who was buying their organi¢
products or why. Consequently, there were few attempts to target the specific needs of different;
consumer groups. There was a general concentration on information related to health and
food safety as well as, to a lesser extent, environment, taste and animal welfare (see also Hamm
et al. 2002). .
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Expanding the ‘market’ for organic foods

The foregoing discussion has highlighted options for promoting continued expansion in the
organic market. Consumer surveys from around the world consistently indicate both that
most Western consumers are positively disposed towards organic foods and that the major
barriers to their increased consumption of those foods are perceived to be their price and
availability. The experience of major retailers in Europe is consistent with these claims (Richter
et al. 2001). Those countries with comparatively more mainstream retailer involvement in the
organic sector and/or lower retail premiums tend to have higher per capita levels of organic
food consumption. At the same time, those retailers that report the most corporate benefit
from organic sales are those that offer a comprehensive choice of easily identifiable organic
product lines. Consumer research also highlights the importance of credibility and trust (see
Lockie et al. 2002), matters that increasingly are addressed though the implementation of
strictly regulated standards setting and inspection regimes. '

We have no wish to imply here that all organic producers or processors need to do is get a
certified product to market and it will sell itself. Although there is insufficient space here to
discuss the issue fully, we suggest that one of the characteristics common to many growers,
processors and retailers who have successfully expanded their sales is the considerable effort
they have put into a supply chain organisation (see Halpin 2004b). The key point is that resolv-
ing the supply side issues necessary to promote market expansion involves more than simply
expanding production or putting more product lines on the shelf. For supermarkets that trade
on convenience and choice, the focus of coordination is on securing supplies of consistent
quality and quantity across a diverse product range. Strategies to achieve this range from sup-

. porting the conversion of conventional enterprises to organic production and processing, to
. encourage the pooling of produce from smaller farms into larger consignments, and import-

ing supplies from elsewhere. Even farmers’ markets, community supported agriculture and

. box schemes that trade on seasonality, locality and community may be seen as methods to

introduce convenience and choice to the realm of direct sales by making it easier for consum-
- ers to access a wider range of produce. Organisers of such schemes often supply recipes and
. other information to help consumers cope with the ‘inconvenience’ of seasonal gluts and
. shortages and with unfamiliar produce.
As important as supply chain organisation and standards regulation are to the organic
+ market, we cannot overlook the questions of how organic foods are promoted and to whom.
. Organic foods are consumed in at least small quantities by enough Western consumers that
. there is little to differentiate between those who do eat organic food and those who do not
| (Pearson 2002). The values that underpin organic food and agriculture, environmental sustain-
-ability, food safety and nutrition, animal welfare and so on, are widely perceived as important
. (Lockie et al. 2002). Nevertheless, the most committed consumers of organic food are those
' who place a high value on the perceived ‘naturalness’ of food (Lockie et al. 2004). These are
:more likely to be women than men, and more likely than not to take major responsibility for
ngOd shopping and preparation within their household. This group do not need to be convinced
.of the merits of organic foods. Further, even though the demands placed on their time by
responsibility for food provisioning lead this group to place a high value on convenience (Lockie
get al. 2004), this is the group most likely to actively seek out organic foods and to adapt their
shopping behaviour accordingly. In doing so, members of this group may challenge the idea
that large supermarkets are as convenient as they are widely perceived to be and the notion that
taking time to think about food is an inconvenience (Lockie 2002). In promoting organic foods
o this group, the key attributes are naturalness and authenticity. They are uncomfortable with

-
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highly processed organic foods and long-distance transportation and would rather know where -

they can buy fresh local produce and minimally processed dry goods.

Most organic food consumers are not, of course, so committed. They do not change their
shopping habits readily and will substitute conventional products for organic whenever the
latter are not available or affordable at their regular shopping outlets. Nevertheless, increas-
ing sales to this group may represent one of the easier growth paths for the organic industry,
These buyers do not need to be convinced of the merits of organic food. They already purchase
it. All that needs to be done is to convince them to purchase more of it. In order to promote

organic products to this.group the organic industry needs to address a range of issues
including: ‘

1 Pricing: retail price premiums remain considerably higher in most national markets than
most consumers are willing to pay. Addressing this will remove a major barrier to organic
food sales among less committed consumers.

2 Visibility: most food purchasing decisions are based on habit (Pearson 2000). Varying
habitual patterns and developing new shopping habits is strongly influenced by the visibil-

%ty of alternatives. Although introducing organic foods to.major retail chains certainly has -
increased their visibility, the appearance and layout of product displays also is critical. The

most influential area to display products is where buyers enter the retail outlet, at the ends

of aisles, and/or at eye level. Even where this is not possible, it is important that displays

identify organic products in some prominent manner.

3 Labelling: as well as reducing the visibility of organic foods, inconsistent and inadequate ;-

labelling reduces consumer confidence and trust in the integrity of organic claims (Lockie
et al. 2002). National and international harmonisation or certified organic labels would be
welcomed by most consumers if not by the certifying bodies who compete for farmers
business.

4 Availability: the supply and quality of organic products must be consistent enough th
buyers are not tempted to substitute them for conventional products. There may be circu
stances in which the organic industry is better served by a strategy of targeting a few k
products than by attempting to provide a complete product range. Research has shown, f
example, that a few fresh fruit-and vegetables account for most of the expenditure, sugges
ing that the organic industry could have the greatest impact on its overall sales by targetirig}
the top-selling items (Pearson 2000).

As stated above, there are relatively few Western consumers who state that they would no
under any circumstances, buy organic food. The barriers raised against organic consump
by members of this group typically focus, again, on pricing and availability (Pearson 2002
This group is clearly the least likely to bypass major retailers and make use of specialty fa
stores, home delivery services and so on. Given this, an obvious strategy to encourage membefs
of this group to purchase organic foods is to sell them at the same price as conventional foo
At least one British supermarket chain has done this (selling some organic products at belogd
cost) in order to increase the profile of its concern for the environment (Hutchins and Gre
halgh 1995). However, it is likely also that many strictly conventional food consumers see lif
intrinsic value in the organic label and are unlikely to purchase any organic food that does ol
possess the same visible quality attributes as conventional competitors (e.g. visual appear
smell) even if it is no more expensive. This suggests that it is necessary to promote to this groug
the benefits of organic products, a strategy that may encourage them to accept a higher pL
because they believe that the positive attributes of organic products such as health, tasteg]
environmental sustainability increase its value. ‘
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- Conclusion ~ S —
We have deliberately avoided offering a firm conclusion on just how big the organic market

B will grow. Slowing rates of expansion in Europe may suggest that projections the organic

market could reach US$100 billion by 2006 are unduly optimistic, and that global demand for

organic foods may plateau well before we reach this mark. However, few have so far tried to
- assess the implications of growing middle classes outside the developed economies of Europe,
i North America, Japan and Australia/New Zealand. Further, there is considerable scope still
through adaptations in production, distribution and retailing strategies, and through the
manipulation of retail price premiums, to influence demand in the West. The organic industry
= needs to at some point confront the question as to whether it wants to grow beyond a market
| share that enables it to be dismissed as a niche market and whether it is prepared to take the
| steps necessary to support higher levels of demand. For some, legitimately, the answer will be
- no. For others, there will be no question that if environmentally sound agricultural practices
f are to become the norm there is no choice but to promote aggressive expansion in the organic
sector. However, it cannot be taken for granted that the spectacular growth we have seen in the
organic market over the last decade will continue indefinitely. Neither can it be taken for
granted that the strategies which have underpinned that growth to date will be sufficient even
to ensure the social and economic sustainability of the organic sector as it now stands.
_ The most obvious way to increase demand for organic foods is to lower retail price
E premiums. Improving the visibility, availability and labelling of organic foods also carries
considerable potential. Achieving these will depend not just on an expansion of production
but on the organisation of a range of supply chain arrangements to move organic foods from
the field to the point of sale as clearly differentiated products. Some of these arrangements will
e highly integrated national and international networks. Others will be highly localised and,
at times, informal. We have argued that while concern regarding the potential loss of key
organic values and principles alongside market expansion is justified, the entry of mainstream
retailers and other businesses into the organic sector has created opportunities for smaller
enterprises and supply chains. This may not always be the case, but presently it appears that
the increased market share of large retailers has come from the higher demand they have stim-
tlated and not from the transfer of sales from elsewhere.
. In closing, we would reiterate the point that underlies concern about ‘conventionalisation’;
that is, that organic foods must retain their integrity and authenticity if they are to maintain
y economic value (Latacz-Lohmann and Foster 1997). Although only loosely defined, the
ncepts of integrity and authenticity have enabled organic foods to signify a variety of often
Intangible attributes related to quality, safety, ecology, tradition and provenance. These per-
Geptions have provided the organic industry with the free advertising that has afforded its
Status as the main alternative to industrial agriculture and emphasised all the risks and uncer-
ainties with which mainstream production is attributed. If the market for organic food is to
continue to grow, it must continue to offer, from standards to supermarket shelves to farmers’
inarkets, the taste, smell and texture of authenticity.
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Introduction
ﬂ'A high proportion of the Earth’s land surface has been transformed by direct hurr}an action,
g‘With significant consequences for biodiversity, nutrient cycling, soil structure and biology, and
%dimate. Agriculturally used land accounts for 38% of the world’s total land area, of which 69%
iis permanent pasture, making it the leading type of agricultural land use; 28% is arable land
and 3% is under permanent crops (FAO 2004).
:The location and physical production conditions are important determinants of the types
and intensities of agricultural land use; in particular, the management of relatively flat, fertile
land has often been progressively intensified, with mechanisation leading to increased field
sizes, removal of boundary vegetation and increased application of agrochemicals. In contrast,
tiaditional farming systems on marginal land, where possibilities for mechanisation are
ii:mited because of steep or inaccessible terrain, are in many areas under considerable economic
bressure or have been abandoned already.
. The term ‘organic agriculture’ used in this chapter is based on the Codex definition of the
AO (1999, see Chapter 1). According to Parrott and Marsden (2002) organic agriculture,
Ihich relies on natural methods of building soil fertility and controlling pests and diseases,
Gan be divided into two categories: certified organic farming and de facto organic farming.
Vhereas certified organic production is often oriented towards the market for food labelled as
Orsanic, the latter may represent the major part of organically managed land. Such de facto
Otganic farming can often be found in resource-poor and/or agriculturally marginal regions
here local populations have a limited engagement with the cash economy. This includes many
Taditional farming systems found in developing countries, which have evolved through cen-
~ ‘ties to create agricultural systems adapted to local environmental and cultural conditions
Barrott and Marsden 2002; Scialabba and Hattam 2002). This chapter covers the environ-
€ntal impacts of organic farming in this wider sense and also includes agroforestry, a man-
ement system that integrates trees in the agricultural landscape and that is systematically
'glied in organic agriculture. Agroforestry is practiced in all agroclimatic zones but is most
b t‘{Valent in the tropical belt (Kotschi and Miiller-Sdmann 2004).
iOrganic agriculture is generally perceived as a form of agriculture that is more favourable
Rithe environment than conventional agriculture. In this chapter it is asked where, precisely,
?ifferences are in environmental terms and whether the available empirical evidence allows
: égeneralisation. Geographical differences and interrelationships are emphasised wherever
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