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Module 3: Organic market trade

3.1 Introduction: Stakeholders of the value chain and
their roles

ket access and marketing techniques with a strong focus on

collective marketing for export purposes. Cooperation issues
take a crucial role in market development and marketing. Normally,
not any one single farm is able to supply the volume required by the
principal market actors. It is also quite obvious that many value
added activities, product development, branding and effective pro-
motion are difficult for the individual producer to achie@ne way
in which a producer can make these activities more effective is by
cooperating with other partners (see also Chapter 3.3):

T he main topics of this module are: market development, mar-

" Schmid, O. et al. 2004. 1 horizontal cooperation is between producers who work at the

Organic Marketing Initiatives and same business level, for example, two coffee farmers;

Rural Development: A Guide to . . .

Successful Organic Marketing Ini- 1 vertical cooperation is when at least two partners from

tiatives. FiBL, Frick. p. 46. different business fields work together, such as a group of
pineapple farmers, a juice processing plant and traders and
retailers.

Each partner in the chain has its goals, role and perspective. In
cooperation, there are both common and individual concerns, which
need to be reconciled in a participatory process. All stakeholders of
the value chain aims to incorporate their individual interests
successfully, but cooperation can only lead to success if there is
common ground and each of the cooperation members is willing to
share risks and benefits of a project or product development. Figure
1 illustrates the cooperation and networking between stakeholders in
a value chain from the perspectiyv
groups, and is thus not applicable for single small farmers.

Figure 1

Cooperation & network among stakeholders of a value chain
from the perspective of organic farmers/farmer groups

Source: FiBL.

UNEP-UNCTAD CBTF eLearning Course on Successful Organic Production and Export
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Farmers: Responsible for the agricultural production, farmers often
have the hardest work in the chain. With reductions in agricultural
production, they are interested in covering their production costs and
sharing the benefits of organic products with their consumers. Of
course, farmers have many other concerns, including farm viability
over the long run, feeding their families and personal satisfaction
with their profession. In addition, many organic farmers are
interested in gaining back more control of the value adding process,
reducing the number of intermediaries and developing direct contact
from the retailer to the consumers, if possible.

Processors:Most processors are working in parallel with organic

and conventional product s. Proces
order to produce the specific organic quality based on the
consumersé6 dempodoobr gamiwc food p
may relate to the degree of processing, concern about specific
additives, nutritional composition, degree of convenience and the

l evel of energy use and food miles
of Practice for Organic Food Proce
document for processors and certification botlies.

Traders: Match making between producers and consumers is the
main function of traders, although
as cheap as possibleo and ndsell a
can promote organic products and provide access to clients and
markets. There are international standards and private guidelines,
which regulate the socieconomic dimensions of trade.The

objective is to guarantee that all stakeholders of the value chain get a

fair share of the benefits of organic production.

Certification bodies: These groups annually inspect and certify
organic production, processing and trade at all levels of the chain.
They play an important role in building trust and guaranteeing
product quality. In many cases, certifiers are also a reference for the
interpretation of standards and are an important source of
information in the startip of a project.

NOAM (National Organic Movement) and advisory: The public

and private research and advisory services of NOAM are part of the
broader business environment of an organic market initiative (OMI).
They provide support in the organi
and multistakeholder groups. They provide access to knowledge

and capacitypuilding and can coach farmers in the conversion
process towards organic farming.

" Beck, Alexander. 200&Code of Practice for Organic Food ProcessiligBL, Frick.
iil \www.flo-international.org.
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Investors: Many organic agriculture projects require considerable
investments in farm infrastructure, procesing technologies, market-
ing and knowledge transfer. Mainly private, but also public, inves-
tors are particularly interested in financing organic agriculture pro-
jects. Their goal is to reach a breaken point within a defined pe-
riod, which includes a certain pressure towards the business orienta-
tion of a project. This can be very positive if the expectations of the
investors are realistic and fit the possibilities of organic agriculture.

Authorities: The environment of an OMI also includes authorities.
Many governments provide attractive support programmes,
especially for export promotion. Some countries provide specific
support for organic farming projects such as capdmitiding and
trade promotion.

Having such a network when starting an organic marketing initiative
contributes to building market power and trust. It is important to be

aware of the perspective of each participating stakeholder (group) in
order to gain a common understandi
discussing the challenges and the potential and limitations for action

of each stakeholder (group) as well as their role and necessary inter-
actions in the organic chain of production and trade.

Possible questions regarding cooperation

Aim of the cooperation?

What form of cooperation is the right form for our business?
Which cooperation partners are suited to our business or business idea?
How can each stakeholder in the chain play its role successfully?
Who can give us business support?

What kind of government support is available?

Who is the contact person at media agencies?

Which associations or organizations might be beneficial for our buginess

=) =) =) =) =) =) = =

n
o
c

rce: Authorsd analysi s.
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3.2 Facts and figures of organic trade

3.2.1 Key production data

Organic agriculture is developing rapidly in most countries of the
world. The five main results of the latest global survey on certified
organic farming show that:

f more than 1.2 million producers organically manage 32.2
million hectares of agricultural land in addition to the
agricultural land, there are 0.4 million hectares of certified
organic aquaculture;

1 there are 30.7 million hectares of wild collection areas;

1 the regions with the largest areas of organically managed
agricultural land are Oceania, Europe and Latin America.
Argentina, Australia and Brazil are the countries with the
largest organically managed land areas;

1 the highest shares of organically managed land are in Europe:
Austria, Liechtenstein and Switzerland,

7 the countries with the highest numbers of producers are Ethiopia,
India and Uganda.

3.2.2 The global market for organic food and drink -

Global demand for organic products remains strong. In the past
several years, sales increased by over BSSillion annually?
Organic Monito? estimates international sales to have reached
US$46.1 billion in 2007 and to have exceeded UEB$hillion in
2008. Thus, the market has more than tripled in value since 1999
when global sales were approximately USS billion. Consumer
demand for organic products is concentrated in North America and
Europe (97 per cent of global revenf)dsee Figure 2).

Wi ller, H. 2009. AThe world of organic agrict
2009:The World Organic AgricultureStatistics and Emerging Trends 200919 24.

! Much of the information in this chapter is based on the findings of Organic Monitor, as
published by Amarjit Sahota ithe World of Organic Agriculture: Statistics and Emerging
Trends 2009Helga Willer and Lukas Kilcher (editors). 2009. IFOAM, Bonn; FiBL, Frick,
ITC, Geneva.

2The average exchange rate in 2007 was 1 US dollar = 0.73082 euros.

3Organic Monitor is a Londobased specialist research and consulting company that
focuses on the global organic and related product industries. It provides a range of business
services to organizations that are active in these specialist industries, including business
research publications, customized research, business consulting and seminars and
workshops.

YSahota, A., 2009. fAThe gl oba FiBUROAM2009: f or or g a
The World Organic AgricultureStatistics and Emerging Trends 200959 63.
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However, the economic slowdown is impacting global organic food
sales, according to Organic MonitbrAfter high growth rates for
over a decade, 2009 could be the first year of sidgjg market
growth. Demand has been affected by the reduction in consumer
spending power and declining industry investment brings new
challenges to the organic food industry.

Figure 2: The ten countries with the largest markets for organic
food worldwide in 2007

USA

Germany

UK

France

13'325

Italy
Canada
Switzerland
Austria
Denmark
Netherlands

0 5'000 10'000 15'000

Turnover in million Euros

Note: Average conversion rates for 2007.
Source FiBL Survey (2009)"

“Or ganic Monitor. 2009. fAGlobal organic market
release 19 May. Organic Monitor, London. www.organicmonitor.com/r2905.htm.

iResearch Institute of Organic Agriculture. 2
markets for organic foodwodddi de in 2007. 0 Fi BL, Frick. Origi
FiBL/IFOAM 2009: The World Organic AgricultureStatistics and Emerging Trends

2009
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3.2.3 Sophisticated markets in Western Europe

At the end of 2007, 7.8 million hectares in Europe were managed
organically by more than 200,000 farms. In the European Union
(EV), 7.2 million hectares were under organic management, with
more than 180,000 organic farms. At least 1.9 per cent of the
European agricultural area and 4 per cent of the agricultural area in
the EU was organic, and 24 per cent of the world's organic land was
in Europe. In 2007, the countries with the largest organic land were
Italy (1.15 million hectares), Spain (0.99 million hectares) and
Germany (0.87 million hectares). The highest percentages were in
Liechtenstein (29.7 per cent), Austria (13.4 per cent) and
Switzerland (11 per cent). Compared with 2006, organic land
increased by more than 0.3 million hectatesn 2008, the organic
land continued to grow in most European countries, and it is
expected that the European organic land area is now exceeding 8.0
million hectares.

In 2007, the European market represented 54 per cent of global
revenues, according to Organic Monitof.i ve of t he worl d
country markets for organic foods are in the region: France,
Germany, lItaly, Switzerland and the United Kingdom (UK) (see

Table 1 and Figure 3).

Vil'wi 'l er, H. 2009. AThe worl d BBLIFOAMjani c agric
2009:The World Organic AgricultureStatistics and Emerging Trends 2008 19 24.

XSahota, Amarjit. 2009. AThe gl BBLAI mar ke
IFOAM 2009: The World Organic AgricultureStatistics and Emerging Trends
2009 p. 59 63.
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Table 1: The European market for organic food 2007

Domestic

Sales: Sales:
Data Exports [Mio Imports [Mio sales [ Sales growth 1 year share
Country year €] €] €iperson] 4 [Mio €] [%] [%]
Austria 2007 60.0 No data 89.0 739.0 10.0 53
Belgium 2007 No data No data 26.7 283.1 16.0 1.9
Bosnia No
Herzegovina 2007 1.2 No data No data data No data No data
Bulgaria 2007 No data No data 0.1 0.8 No data No data
Croatia 2007 2.0 10.0 5.9 26.0 No data 0.6
Cyprus 2006 No data No data 1.9 1.5 No data No data
Czech Republic 2007 4.0 32.0 5.0 51.6 70.0 0.6
Denmark 2007 64.0 110.4 106.4 580.0 34.0 6.0
Finland 2007 No data No data 11.7 62.0 9.0 0.9
France 2007 | Nodata No data 30.0 i 6.0 1.2
5,300.
Germany 2007 No data No data 64.0 0 15.0 3.1
Greece 2006 No data No data 52 58.0 No data No data
Hungary 2006 No data No data 1.8 20.0 No data 0.2
Ireland 2007 No data No data 17.4 75.0 14.0 No data
Italy 2007 | 750.0 (2006) No data 31.6 118070' 10.2 No data
Liechtenstein 2007 No data No data 857 3.0 No data No data
Luxemburg 2006 No data No data 85.9 40.9 No data 3.3
Netherlands 2007 No data No data 30.0 4955 133 2.0
Norway 2007 No data 16.2 17.0 80.0 24.0 1.0
Poland 2006 No data No data 1.3 50.0 No data 0.1
Portugal 2006 No data No data 6.6 70.0 No data 0.5
Romania 2006 No data No data 0.1 25 No data No data
Russian
Federation 2007 0.2 29.7 No data 30.0 No data No data
Slovak Republic 2006 No data No data 0.8 43 No data No data
Slovenia 2006 No data No data 2.0 4.0 No data No data
| Spain 2006 280.0 (2006) 200.0 (2006) No data 600.0 No data 0.7
Sweden 2007 No data 620.0 53.4 486.5 25.0 3.0
Switzerland 2007 No data No data 105.0 789.0 7.7 46
Turkey 2007 215 No data No data 2.2 No data No data
UK 2007 | Nodata No data 420 e 10.0 1.6
Ukraine 2007 4.0 No data No data 1.0 No data No data

Source: Survey of Aberystwyth University, FiBL and ZMP (2009)*

Among the five biggest European markets, the German and the UK
markets were the fastest growing in 2007. The German market is
showing high growth as more and more mainstream retailers,
including discounters, are introducing and promoting organic
product linesi other leading markets are France, Italy and
Switzerland these five countries comprise more than 75 per cent of
the European market. Sweden, Denmark and the Czech Republic
reported high percentage growth rates in 2007 and also in 2008, but
their market sizes are much smaller.

¥ Aberystwyth University, FiBL and ZMP 2009: The European market for organic food

2007.InnPadel , S., D. Schaack, H. Willer. 20009. il
E u r o BBL/IF®AM 2009: The World Organic AgricultureStatistics and Emerging

Trends 2009

“Domestic retail sales (including specialized organic shops), excluding catering and

exports.

“Padel, S., D. Schaack, H. Willer. 2009. fiDev:

In: FIBL/IFOAM 2009: The World Organic AgricultureStatistics and Emerging Trends
2009 p. 155163.

UNEP-UNCTAD CBTF eLearning Course on Successful Organic Production and Export




Module 3: Organic market trade

Figure 3: Distribution of sales by country in Europe 2007 (total
16.2 billion euros, excluding exports and catering)

23.3% Germany
32.7% mUK
| France
4.9%
M [taly
11.6% O Switzerland

15.8% H Rest
11.7%

Source Survey of Aberystwyth University, FiBL and ZMP (2009).

All of the countries for which 2008 data were available by June
2009, showed growth, ranging from a modest growth of 1.7 per cent
in the UK to a 25 per cent growth in Fraricea much higher rate
than the country had experienced in previous years (see Figure 4)

Figure 4: The European market for organic food: Ten countries with
the highest organic food sales in 2007 and 2008
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Source: Survey of Aberystwyth University, FiBL and ZMP (2009).

“padel, S., D. Schaack, H. Willer. 2009. fADevV:«
In: FIBL/IFOAM 2009: The World Organic AgricultureStatistics and Emerging Trends
2009 p. 155163.

“ipadel, S., D. Schaack, H. Willer. 2009. fDev
In: FIBL/IFOAM 2009: The World Organic AgricultureStatistics and Emerging Trends
2009 p. 155163.
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The market share of organic food sales is high in some countries and
can represent more than five per cent of food sales (Figure 6). The
Scandinavian and alpine countries have the highest market share of
total food sales, with over 5 per cent of food sales in Austria and
Denmark. Southern, Central and Eastern European consumers are
spending less on organic foods and have market shares below 1 per
cent.

Figure 6: The European market for organic food: Ten countries
with the highest shares of organic food sales in 2007

Germany 5.30
UK

France

Italy
Switzerland
Austria
Spain
Denmark
Netherlands

Sweden

Sales in billion euros

Source Aberystwyth University, FiBL and ZMP (2009’

Conventional supermarket chains have a share of more than 50 per
cent in many of the European markets. In Denmark, Finland,
Norway and Sweden, conventional supermarkets have driven market
growth. These supermarkets are also playing a pioneering role in
Hungary, Poland and other Central and Eastern European countries.
However, in Greece, lItaly, Portugal and Spain, the specialized
organic retailers have the highest shafes.

“padel, S., D. Schaack, H. Wi ller. 2009. ADev
In: FIBL/IFOAM 2009: The World Organic AgricultureStatistics and Emerging Trends
2009 p. 155163.

“Schaer, S. 2009. fAThe organic mE&Bket in Eur oj
IFOAM 2009: The World Organic AgricultureStatistics and Emerging Trends 20@9
164 168
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3.2.4 Export -oriented Central and Eastern Europe

There is a small but growing market for organic foods in new EU
accession countries. In recent years, the Czech Republic has
experienced the highest market growth rates among European
countries, where the organic market grew by 70 per cent in 2007, by
40 per cent in 2008 and is now at 68 million euros according to
Green Marketing”'

Central and Eastern Europe countries comprise an estimated 2 per
cent of the European market according to Organic Mofiitor.
Organic food production is increasing in these countries but most of
it is exported to Western Europe, although Romania and Ukraine are
becoming important sources of organic cereals, oilseeds and
feedstuffs. The lack of organic food processing in Central and
Eastern European countries is the main reason why most finished
goods are imported from the Wé$t.

In Albania, for example, the most important production areas are
located in the plains along the Mediterranean Sea with a mild winter
climate. Together with sufficient water supply and favourable soils,
Albania has a very interesting potential for fruit, vegetables, olives
and many different herbs. Indeed, the most important organic
products in Albania are olives, herbs, fruits (including grapes) and
vegetables (see Table 2). Until now only very few enterprises were
capable of producing for export. There is a certain consumer
preference for naturally and locally produced foodstuff, which can
be well covered by Albanian organic produce labelled with the local
organic brand.

Table 2: Organic market in Albania

Produce group Main products Export products Export (tonnes) | Domestic
(tonnes)
Vegetable Tomato, cucumber, Salad
eggplant, pepper,
melon, salads, carrot, 45 600
Fruit Apple, grape, pear, Chestnut
peach, chestnut
Olive Olive o1l Olive o1l 2 10
Herb Culinary and tea herbs, | Elderflower, calendula,
medicinal plants, fresh | monarda, mint 8 (dried) 1 (dried)
and dried 30 (fresh) 5 (fresh)
Mushroom Boletus Boletus dried 1 No sales

Source FiBL SASA-Project Market Research (200@8npublished data).

“Green Marketing. 2009. fiCzechs buy most of o
Press release 29 July. Green Marketing, Moravské Kninice.

“isahota, A. 2009. fAThe gl obal FiBbAFOAKMt for orga
2009:The World Organic AgricultureStatistics and Emerging Trends 209959 63.

“isahota, A. 2009. fAThe gl obal FiBhbAFOKMt for or ga
2009:The World Organic AgricultureStatistics and Emerging Trends 200959 63.
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Another example is the organic market in Ukraiheds in many
countries in Eastern Europe, most organic products are destined for
international markets. Main export products are: organic cereals,
organic wild collection production and organic oil products (e.g.
sunflower, pumpkin, essential oils). The domestic organic market is
just emerging with the following organic products on the shelves:
grain, vegetables and fruits, wild collection products (teas, herbs,
mushrooms, berries, etc.) and processed products such as jam. There
are a number of market initiatives and businesses starting up and
new organic products are in the pipeline such as organic bread, milk,
meat, juice, eggs and other processed products.

3.2.5 Fast market growth in North America

In North America, almost 2.2 million hectares are managed organi-
cally, representing approximately 0.6 per cent of the total agricul-

tural area, and there are more than 12,000 organic farmers. The ma-

jor part of the organic land is in the United States (US) with 1.6 mil-

|l ion hectares in 2005; 7 per cent
land is in North Americ&:

The organic products market is growing fast in North Amefica.
The entry of large retailers has put a strain on organic food supply
and, according to Organic Monit8t, shortages have led many food
companies to set up organic farming projects in Latin America and
Asia.

“* Unpublished information from Tobias Eisenring, head of the Ukraine Market
and Certification Project, FiBL, Frick, Switzerland.

Wi ller, H. 2009. fAThe world offiBdrganic a
IFOAM 2009: The World Organic AgricultureStatistics and Emerging Trends
2009 p. 19 24.

“isahota, A. 2009. fAThe gl obal FiBbAFOAMt for or ga
2009:The World Organic AgricultureStatistics and Emerging Trends 200959i 63.

“iSahota, A. 2009. fAThe gl obal FiBhar ket for
IFOAM 2009:The World Organic AgricultureStatistics and Emerging Trends
2009 p.59 63.
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Figure 8: US: Development of the organic market (turnover an share),

1997 2008
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Sources:For 19972006 and 2008 datd' OTA; 2007 data;USDA*V

The US has the largest market for organic products in the world,
worth almost US3.9 billion in 2007 and US$22.9 billion in 2008

(see Figure 6Y." Growing consumer demand for healthy and nutri-
tious foods and increasing availability in conventional marketing
channels are the major drivers of market growth. The US organic
industry was forecast to experience an average annual growth of 18
per cent from 2007 through 2010. Whether this rate will actually be
realized is uncertain due to the economic downtiifnHowever,
findings from a 2009 report from the Organic Trade Association
(OTA) show that three in ten US families (31 per cent) are actually
buying more organic foods compared to 2008, with many parents
preferring to reduce their spending in other areas before targeting
organic product cuts. Of US families, 17 per cent said their largest
increases in spending in the past year were for organic prdticts.

i Organic Trade Association (OTA). Manufacturer surveys, various issues. Greenfield,
MA. www.ota.com.

¥ Greene, C., C. Dimitri, BH. Lin, W. McBride, L. Oberholtzer, T. Smith. 20009.

AEmer ging i ssues i nEconbreic InfoBnatoon BubetniEB5. i ndustry. o
Economic Research Service, USDA, Washington, DC. June. p. 36. www.ers.usda.gov/
Publications/EIB55/EIB55.pdf.

¥ Greene, Catherine, Carolyn Dimitri, Biiftdwan Lin, William McBride, Lydia Ober-

holtzer, Travis Smith. 2009. A Ecoromginforg i ssues
mation Bulletin EIB55. Economic Research Service, USDA, Washington, DC. June. p. 36.
www.ers.usda.gov/Publications/EIB55/EIB55.pdf.

i Organic Trade Association (OTA). 2008U. S. organic sales grow
percentin2008 0 Press release 5 May. OTA, Greenfi
www.organicnewsroom.com/2009/05/us_organic_sales_grow_by a_who.html.

“iHaumann, B. 2009 FiBLilROAM 208X TheSWodd QegmniceAgrit n :
culture Statistics and Emerging Trends 20@9 226 238.

“iior ganic Trade Association ( @iakesofUS009. fANew
families buy organic products. o0 Press release
www.organicnewsroom.com/2009/06/new_study_nearly_threequarters.html.

by
el d
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In Canada, further market growth is expected and the
implementation of the new organic regulations in June 2009 should
provide a good outlook over the coming y€edf's.

In the US, about 40 per cent of the organic food is sold through
supermarket8” In Canada, mainstream supermarket chains have
responded to consumer demand and now sell over 40 per cent of all
organic food™

3.2.6 Emerging markets in the South Asia

The total organic area in Asia was nearly 2.9 million hectares in 2007.
This constitutes 9 per cent of the
with 230,000 producers reported. The leading producing
countries are China (1.6 million hectares) and India (1 million
hectares). It should be noted that in addition to China's organic
agricultural land there is a further 0.4 million hectares of certified
aquaculture areas. Organic wild collection areas play a major role in

both countries™™

Production of final processed products is growing, although a
majority of production is fresh produce and field crops with low value
-added processing. China, India, Malaysia and Thailand are becoming
important  exporters of organic products such as fruits,
cereals, grains, beans, herbs and spités.

The Asian market is growing by aboutiP® per cent per year,
according to Organic Monitor, driven by rising consumer awareness
of organic foods and better availabilit§f Conventional food retail-

ers are introducing more and more organic products, while the number
of organic food shops is also risifiy’

““Hol mes, M. and A. MaiBEIFOAM20Y the WailC@rgaaicd a . o | n:
Agriculture Statistics and Emerging Trends 20@9 239 246.

“Haumann, B. 2009 FiBLAIROAM 200dTheSWodd Ceganicdgrituh :
ture. Statistics and Emerging Trends 2009226 238.

“iHol mes, M. and A. MaiBEIFOAM20Y Phe WdilCQrgeaicd a . 6 | n:
Agriculture Statistics and Emerging Trends 20@9 239 246.

awi |l er, H. 2009. fAThe worl d ofFiBUIFGAMNi ¢ agri cu
2009:The World Organic AgricultureStatistics and Emerging Trends 200919 24.

w“wiigahota, Amarjit. 2009. fAThe gl :FiBEIFOAMar ket f or
2009:The World Organic AgricultureStatistics and Emerging Trends 200959 63.

“¥Sahota, Amarjit. 2009. AThe ¢l :FBEIFOAMar ket for
2009:The World Organic AgricultureStatistics and Emerging Trends 200959 63.
*Ong, Kung Wai. 2009. AOrganic Asia: From back

to domest i c RBL/IKGAM 2009:The WorldOrdamc AgricultureStatistics
and Emerging Trends 2000. 134 138.
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On the whole, demand for organic foods remains low, partly because
of high product prices. Domestic organic prices range from 10 to
200 per cent above conventional prices, according to market
location, quality and produ¢t™ High import and transportation
costs inflate prices. In some cases, organic food products are
imported from Australia and Europe; in particular, processed
food XV

India was exporting organic products valued at 730 million Indian
rupees in 2003, and in 2007 this figure reached 3,000 million Indian
rupees (53 million euros).The domestic market for organic
products in India is also growing, and a survey conducted by the
International Competence Centre for Organic Agriculture expects an
increase of the total turnover of organic products to reach 40 billion
Indian rupees by 2012 (domestic market: 15 billion; exports 25
billion). "

In Thailand, the level of consumer awareness is slowly developing.
However, there is not enough information to help consumers

di fferentiate betwédemeor pgamiducand w
also available in the market. Most of the certified organic production
(especially jasmine rice, vegetables, shrimps, tropical fruit, herbs

and spices) is export oriented, leaving only an insignificant volume

for the domestic market, i.e. fresh vegetables and giam®stly

rice and bean8X” Many certified brands of organic farm produce

appear in local supermarket and modern trade outlets, particularly in

larger cities"

“iong, Kung Wai. 2009. fAOrganic Asia: From bac
port to domes t:iFiBL/IFOANM ROOX The WoddnQadganic Adriaulture
Statistics and Emerging Trends 2009134 138.

“iong, Kung Wai. 2009. fAOrganic Asia: From ba
export to dome s:FiBLEIFOMANM 2009The WorldeOngenic é\grituhure
Statistics and Emerging Trends 2009134 138.

5 Average exchange rate in 2008: 1.0 Indian rupee = 0.01570 euros OrQ23H9.

“iimMenon, Manoj. 2009. AOrganic agiyFiBdul ture an
IFOAM 2009: The World Organic AgricultureStatistics and Emerging Trends 2009
1401 143.

XX National Bureau of Agricultural Commodity and Food Standards/Research Institute of
Organic Agriculture. 2008Varket Study on the Potential of Organic Products from
Thailand ACFS, Bangkok; FiBL, Frick.

' National Bureau of Agricultural Commodity and Food Standards/Research Institute of
Organic Agriculture. 2008Varket Study on the Potential of Organic Products from
Thailand ACFS, Bangkok; FiBL, Frick.
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Oceania

This region includes Australia, New Zealand, and island states such

as Fiji, Papua New Guinea, Tonga and Vanuatu. Altogether, there

were 7,222 producers, managing almost 12.1 million hectares in

2007. This constitutes 2.6 per cent of the agricultural land in the area
and 38 per cent of the worldébés or
cent of the organically managed land is in Australia (12 million
hectares, of which 97 per cent are extensive grazing land), followed

by New Zealand (65,000 hectares) and Vanuatu (8,996 hectares).

The highest shares of all agricultural land are in Vanuatu (6.1 per

cent), Samoa (5.5 per cent) and the Solomon Islands (3.1 pef'cent).

The country with the largest organic land aieaAustralia i is
located in Oceanid. However, Australia has a small market for
organic foods, comprising 330 million euros in 20 and thus less
than 1 per cent of global sales, according to Organic Monitor. Food
production in Australia and New Zealand has traditionally been
export oriented, with the main exports beef, lamb, wool, kiwi fruit,
wine, apples, pears and vegetables. Rising domestic demand is
causing the proportion of exports of total production to decline, and
in New Zealand a lack of supply of organic food is notitédhere

is an increase in organic food processing. The number of mainstream
food retailers selling organic products is rising, and at the same time
new organic food shops continue to open.

Latin America

In Latin America, 220,000 producers managed 6.4 million hectares

of agricultural land organically in 2007. This constitutes 20 per cent

of the worldébés organic | and. The |
million hectares), Brazil (1.7 million hectares) and Uruguay (0.9

million hectares). The highest shares of organic agricultural land are

in the Dominican Republic and Uruguay with more than 6 per cent

and iln Argentina, Costa Rica and Mexico with more than 2 per
cent’

“Willer, H. 2009. fAThe worl d offFiBOIFGARMNi ¢ agri cu
2009:The World Organic AgricultureStatistics and Emerging Trends 200919 24.

“isahota, Amarjit. 2009. AThe gl:FiBlAl market fo
IFOAM 2009:The World Organic AgricultureStatistics and Emerging Trends 200959

163.

Miwy nen, E. 200 9FiBLIF@AMLQ09: miThe &Vorkl Odgamic Agricul-

ture. Statistics and Emerging Trends 2009 250 255.

“Mason, S. 20009 .:FiBLNFOM Z0@9aln: the WorldbOrdanic Agri-

culture Statistics and Emerging Trends 2009256 261.

“Willer, H. 2009. fAThe worl d ofFiBIOIFQARNIi ¢ agri c
2009:The World Organic AgricultureStatistics and Emerging Trends 20@9 19 24.
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Large amounts of organic products such as fruits, vegetables, herbs,
spices, seafood and meat products are exported. However, internal
markets are developing, with many supermarkets in Latin America
selling organic products. The principal driver of this trend is the
strong expansion of the foreign and local supermarket chains that are
now offering organic products in the urban centiés.

The involvement of supermarkets is a huge opportunity for organic
production, although it represents strong competition to small
natural stores, which traditionally are important distributors in Latin
American countries. They sell products from local organic farmers
to an informed customer base and often serve as a distribution point
for information about local activities and organic regulations.
Aconsumer
and towns, consumers come together and organize a cooperative,
rent retail space and begin selling products from farmers who are

Anot her trend i s t he

members of the cooperatit/¥.

In Costa Rica, the majority of certified organic products is exported.
The main export markets are the US (coffee, banana, orange juice,
medicinal plants, raw sugar, pineapple, cocoa and blackberries),
Europe (banana, orange juice, raw sugar, coffee, medicinal plants
and blackberries) and Japan (coffee and raw sugar). There are no
official data on the size of the organic export market, but the exports
to Europe and the US were calculated by one of the main
certification bodies (EcbOGICA) to be US$L0 million for 2003.

Actors in the export market are both very small farmers, organized
in farmersdé associations
medicinal plants, most of the coffee and part of the banana, sugar
and cocoa exports), and larger holders or even transnational
corporations (for pineapple, orange juice and part of the banana,
sugar and cocoa exports). Although, it is important to mention that,
with a very few exceptions including the cocoa, coffee and

pineapple markets, the large holders that export organic products
may or may not have some production of their own, but usually buy
most of the products from small and medium producers. Sometimes
these large exporters pay for the certification and, therefore, farmers

are banned from selling to other buyers.

“Garibay, S. and R. Ug &i8L/IFQAR Q0D9: ThéWoald i n

Organic Agriculture Statistics and Emerging Trends 2099176 185.

“Garibay, S. and R. Ug &i8L/IFOAN Q0D ThéWaald i n

Organic Agriculture Statistics and Emerging Trends 2009 176 185.
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During the past five years, there has been more interest from the
traditional commodity exporters (especially pineapple and banana)
in the organic sector, but organized small and medium farmers are
also struggling to develop capacity to access better market
opportunities, usually involving fair trade and letegm market
relationships. A very interesting example of the latter is the
experience developed by CEDECO (a local -gomernmental
organization [NGO]) and the Alianza Cafetalera (a nationwide
alliance of coffee farmers), which have established an alliance with
organic farmers in Italy, calledCooperativa sin fronteras
(Cooperative without Frontiers) to trade on each other products
under fair trade conditions.

With regard to the domestic market, local community sales, weekly
farmersod6 markets at different regi
types of outlets. The domestic market is still very small, but has

been rapidly growing during the past eight or nine years. No
statistical data are available, but it is evident that the national market

for organic products is currently expanding.

A survey conducted by the National Organic Agriculture
Programme of the Ministry of Agriculture in 2000, found that the
total domestic sales of organic products (fresh produce) for that year
was US$529,777, which represented only 0.4 per cent of the
conventional market for the same kind of products. In 2003,
EcoLOGICA calculated that the domestic sales of organic products
amounted to US$.5 million.

In Chile, for example, the domestic market is concentrated primarily
in the main cities and in the capital city, Santiago, where some
supermarkets sell organic products. There are also many small and
specialized shops that not only sell organic products, but also
natural, health and related products. In Santiago and some regions,
there are farmeowned shops in which a group of small organic
farmers sells their products such as Tierra Viva, which is one of the
best known. Finally, a few farmers sell their products directly to
consumers, either on the farm or through a home delivery system.
The main products in the domestic market are fresh fruits and
vegetables, olive oil and wine. On the international market, the main
exports are fresh fruit and wine that go to Canada, the EU, Japan and
the US™

“iEguill or Recabar r énFBLIFOAMNMO09: Pheé W&d Orgadih i | e . o
Agriculture Statistics and Emerging Trends 2009 189 192.
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Africa

In Africa, in 2007, almost 0.9 million hectarésabout 3per centof

t he worl dbés or glaweiecertified orgamiaidorstis r a | |
tuting an increase of more than 185,000 hectares compared to 2006.

The countries with the largest organic agricultural land area are
Uganda (0.296 million hectares), Tunisia (0.15 million hectares),
Ethiopia (0.14 million hectares) and the United Republic of Tanza-

nia (0.06 million hectares). However, in terms of the share of a
countryoés agricultural area, Sao ]
share (5 per cent), followed by Ugan@a3 per cent) and Tuni-

sia (1.6 per cent). Most of the organic land is used for permanent
crops, the main ones being coffee and olives. In addition to the agri-
cultural land, 9.6 million hectares of land are certified for beekeep-

ing, forest and wild collection. More than half a million producers

were reported for Africa.

The majority of certified organic produce is destined for export mar-
kets, with the largest part exported to the #UThe total value for

the export of organic produce from Uganda was estimated at
US$22.8 million in 2008. For other countries, such data are virtu-
ally not available.

There are significant constraints affecting the potential for the devel-
opment of certified organic exports from Africa: costs of certifica-
tion, problems of infrastructure, maintaining links with distant mar-
kets and the vagaries of world markets, poor communication be-
tween foreign importers and exporters, lack oftaplate market
information, lack of governmental action to support exports, lack of
professional management and lack of reliable supply.

The African market for organic products is still sniaGertified or-
ganic products are currently recognized in only a few domestic mar-
kets, including Egypt, Ghana, Kenya, Senegal, South Africa,
Uganda, the United Republic of Tanzania and Zambia. There are
growing domestic market opportunities for diverse organic products
such as organic fresh fruit and vegetables, dairy products, meat,
wine, herbs and personal care products.

Xix Bouagnimbeck, H. 2009.0rganic Farming in Afriba. FiBL/IFOAM 2009: The World
Organic Agriculture Statistics and Emerging Trends 2009141 121

'Bouagnimbeck, H. 2009.0rganic Farming in Afritra. FiBL/IFOAM 2009: The World
Organic Agriculture Statistics and Emerging Trends 2009141 121

' Bouagnimbeck, H. 2009.0rganic Farming in Afrita. FiBL/IFOAM 2009: The World
OrganicAgriculture Statistics and Emerging Trends 2009141 121
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In Egypt, mainly in Cairo, specialized shops and a number of super-
market chains have organic sections, selling mostly fruits and vege-
tables. Similarly, organic shops in South Africa and Uganda have
raised the profile of organic produce. According to Bouagnimbeck
(2009)" in addition to expanding international market access, there
is a need to develop local and regional markets for organic produce
in Africa. Further key elements to achieve sustainability of organic
production systems are: increased consumer awareness, cooperation
between stakeholders and producers in the supply chain and the
development of Participatory Guarantee Syst&ms.

3.2.7 Further Reading

The above description of the markets gives an overview and several
examples. It is, of course, not comprehensive and further countries
and regions also merit being mentioned. Further information can be
found in the yearbooR'he World of Organic Agricultutea joint
project of the Research Institute of Organic Agriculture (FiBL) and
the International Federation of Organic Agriculture Movements
(IFOAM). The yearbook, apart from the statistics collected in the
framework of the global organic survey, documents recent
developments and trends in global organic farming. Numerous
experts on organic farming contribute to this global yearbook, which
thus constitutes a unique resource for information on organic
agriculture worldwide.

The web site www.organiworld.net supports the global data
collection on organic agriculture. It is continually expanded and
offers a wealth of information and links on organic farming around
the globe.

The improvement of the data collection, the compilation of the

yearbook and the setting up and maintenance of the web site
www.organieworld.net have been financially supported by the

International Trade Centre and the Swiss State Secretariat of
Economic Affairs since 2008. NirnbergMesse, the organizer of
BioFach Fair, has financially supported the yearbook and data
collection since 2000.

" Bouagnimbeck, H. 2009.0rganic Farming in Afrita. FiBL/IFOAM 2009: The World
Organic Agriculture Statistics and Emerging Trends 2009141 121

li Bouagnimbeck, H. 2009.0rganic Farming in Afrita. FiBL/IFOAM 2009: The World
Organic Agriculture Statistics and Emerging Trends 2009141 121
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3.3 Rules in organic trade

3.3.1 Three options for importing organic products
from third countries into the EU ~ °

On 1 January 2009, the completely revised Regulation on Organic
Production EU Regulation (EC) 834/2007 and its implementation

rules came into force. With the new regulation and the provisions
concerning the arrangements for imports from third countries (the
implementing rules: Regulation [EC] No. 1235/2008) approved in

December 2008, the framework conditions for imports from third

countries will change considerably.

Overview of trade -relevant changes in the EU Regulation (EC) 834/2007:

9 the EU logo becomes mandatory for pre ~ -packaged products pro-
duced in the EU from mid -2010 onwards, although the use of the EU
logo for imported products is voluntary;

9 in products that are mainly non  -organic, the introduction of the indi-
cation of origin and the labelling of organic ingredients become
obligatory;

9 the rules shall be more flexible to reflect different regional frame-

works and allow for suitable reactions in catastrophic circumstances;

there is a standard form for certificates;

the import scheme will be completely revised.

)l
)l

Source:Aut hor sd anal ysis.

At the end of December 2006, the EU published new regulations
concerning the importing of organic products. The revised import
procedures replace the current (temporary) system of import authori-
zations with an approval system for certification bodies operating in
countries outside of the EU. The existing system for approval of
countriesinthescal |l ed AThird Country List
products can only be imported into the EU if they have been certi-

fied by a certification body or authority recognized by the European
Commission (EC).

For the import of organic products from third countries to the EU,
there will be three options in the future:

® Sources for this section:

Huber, B. and O. Schmid. 2009. AStandards and
(editors),The World of Organic Agriculture: Statistics and Emerging Trends 2009

IFOAM, Bonn; FiBL, Frick; ITC, Geneva. p. 634.

Camilla Mikkelsen and Marco Schliter (editors). 2009. The New EU Regulation for Or-

ganic Food and Farming: (EC) No. 834/2007. IFOAM EU GROUP, Brusselsi 4741
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1. The EU Regulation on Organic Agriculture is applied in the
third country exactly as in the EU member statesi.e. the
productompliamtoe fin cooperation with
states, the EC wildl establish a
control bodies authorized to carry out inspections and issue
certificates in the third countries.

2.The third country applieproduction standards and control
measures that are equivalent to the EWRegulation on Organic
Agriculture , thereby producing Aequi va
case, the EU recognition can be obtained if either:

1 the third country in question has been included in the EC
list of recognized third countries; or

1 the certification body operating in the third country has
been included by the EC in its
bodies.

3. The operators in the third country apply production standards and
control measures equivalent to the EU Regulation on Organic
Agriculture, and theompetent EU authority grants an import
authorization to the EU importer. This authorization may be
granted by an EU member state until 12 months after the EC
publishes the first list of control bodies recognized as

Aequi valento. The authorization i
the publication of the |l ist of n
countries.

Three different lists will be published by the EC

In 2010 or 2011, the EU will publish lists of approved certification bodies gnd
authorities as well as approved third countries.

1. Alist of certification bodies that apply an inspection system and produdtion
standards equivalent to the EU regulation.

2. Alist of certification bodies that have been accredited according to EN
45011/ISO 65 and that apply an inspection system and production rulep
compliant with the EU regulation. The provision on compliance with thg EU
regulation is new.

3. A list of countries whose system of production complies with rules equiya-
lent to the EU production and inspection provisions. Under options 1) gnd
2), the certification bodies can either be located within or outside the E{.

Under options 2) and 3) (equivalency option), the imported products have|to be
covered by a certificate of inspection, which is not a provision under optiof 1).
For options 2) and 3), the Codex Alimentarius (Guidelines for organically xro-
duced food) shall be taken into account for assessing equivalency.

Source:Aut horsd anal ysis.
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Procedures for application and recognition

Although the new rules are already in force there are no changes yet
in the applied import procedures in 2009. The list of recognized
third countrie$ has been transferred to the new regulation and
remains valid. Also, the procedure for import authorization issued
by the competent authorities of the EU member states will be
applied until the EC publishes the first list of recognized control
bodies in third countries.

In 2009, the EC initiated the procedure for the recognition of control

bodies operating in third countries. The first deadline for applica-

tions to be received from certification bodies is 31 October 2009.

The publication of the | ist of fei
in third countries is not expected before the middle or end of 2010.

The procedure for approving control bodies with a compliant control

system (poinby-point implementation of the EU Regulation on Or-

ganic Agriculture) has been postponed. The commission anticipates

an exhaustive evaluation process to assess compliance with the EU
regulation. This is to prevent distortions in market competition that

would endanger the competitiveness of European organic producers

and to ensure consumer protection. The first application deadline for
inclusion is October 2011. The ©pub
control bodies operating in third countries is not expected before

2012.

Impacts of the new import procedure

The new regulation is easier to handle with three main parts: a third
country list, a list of compliant certifiers and a list of equivalent cer-
tifiers. The new import procedures will considerably reduce the bu-
reaucratic workload for imports. Once the lists of approved certifica-
tion bodies are published the only bureaucratic burden for traders
will be the request for control certificates, which have to accompany
each consignment in the case of nde
importer can check immediately whether the EU recognizes a certifi-
cation body, and there witio longer be the burden of applying for
an import authorization nor the risk that the approval will be de-
layed or denied.

7Argentina, Australia, Costa Rica, India, Israel, New Zealand and Switzerland.
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Until now, it has been very difficult for certification bodies located
outside of the EU to gain access to the European market. The vast
majority of imports are certified by certification bodies from the EU
and very few import authorizations are issued on the basis of a
certificate from a noteuropean certification body. European traders
prefer cooperating with European certification bodies with whom
they are familiar and who often inspect their EU operations. EU
certification bodies also usually have direct access to the authorities
and know their expectations. This is quite an asset in a situation
where the control bodies, the exporters and the competent EU
authorities negotiate on a cdasgcase basis regarding the
Apermittedo deviations from the
agriculture. With the new rules the same conditions apply for EU
and norEU certification bodies operating in third countries.
Non-EU certification bodies can prove their equal qualification and
the risk for traders who cooperate with a local certification body is
no different from cooperation with a European certification body.

Il n addition, producersd access to
since they will already know whether their certification will be
recognized by the European market. Variations on standards
possible under the equivalence scheme have to be approved along

with the recognition of the certification body, and will not be
assessed by an authority only when the import authorization is
requested. Therefore, the new system will provide more
transparency and reliability for producers, certifiers and traders.

The EU organic logo

The new EU logo becomes mandatory for-pagkaged products produced in the EU
from mid-2010 onwards. The use of the EU logo for imported products is voluntary. The
EU has announced a revision of the current EU logo and the new design is expgcted to
be published by the end of 2009 or beginning of 2010.

The move towards a single European organic logo will enhance the possibilifies of
organic producers entering the European organic market, making them less depempdent on
certifiers who work through Aprivat |l ogoso.
their role and value, their focus on market differentiation and growth can somgtimes
become an additional barrier to trade. Furthermore, it is important that prqducer
operators are not forced to depend on international certifiers but can rely on & local
certification body that is closer to the operators, speaks the local language, undgrstands
the political situation on the ground and reduces the cost of certification. In this cgntext,
access to the EU logo by third country certifiers is a positive step forward and hejps the
process of organic development in third countries. For tropical products, this will jallow
the producer to get closer to the consumer and gives the consumer some configlence in
the organic integrity of products imported from third countries. For European
consumers, the harmonized label across the EU member states will make recpgnition
much easier.

Source:Aut horsd anal ysis.
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More efficient procedures and enhanced risk management

The new import system provides good opportunities for more
efficient procedures. The new import regulation allows a more
consistent and effective control system for imported products and
improves the possibilities for supervision of certification bodies
operating in third countries. It further increases transparency by
publishing lists of recognized certification bodies. In the current
system, it was difficult for certification bodies outside the EU to
prove the acceptance of their certification in the EU. They depended
on European importers willing to take the hurdle to apply for an
import authorization with a new or unknown certification body. The
new system allows certification bodies from f6ld countries to
apply for recognition on their own initiative; they may prove their
recognition prior to the start of trade relationships. This reduces the
risk of importers when importing products certified by
non-European and/or less known certification bodies.

However, a number of risks remain and it will be an opportunity and
a challenge for the new system to cope with them. It is important
that the inspection and certification by control bodies in third

countries adequately deals with risks such as:

1 If a certification body becomes too demanding and applies
sanctions, the exporter tends to switch to another certification
body. It is highly recommended that these problems be
addressed by, for example, making certification transfer
mandatory.

1 There is a tendency among traders and organizations to select
certification bodies by their willingness to reduce or even cut
the conversion period. Lack of harmonized interpretation of
the EU rules may lead to a situation where often no conversion
period has been applied. Those certification bodies that insist
on application of the whole conversion period have a
competitive disadvantage.

1 In third countries, small producers are often certified as a
group. In this certification system, all of the farmers are first
evaluated by internal inspectors from their cooperative or by
the export company. The inspectors from the control bodies,
therefore, do not visit each of the production units, but rather
evaluate the effectiveness of the internal control system and
then a representative sample of the production units. These
systems are cost saving for the smallholders involved and are
highly effective if they are adequately implemented. However,
noncompliance needs to be consequently sanctioned through
the internal control system and through the external
certification body.
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In such cases, additional riskiented inspections and chemical
analysis are necessary. However, there is intense competition
between certification bodies and any additional control measures
increase the costs of inspections. The cost factor is important for
companies when selecting certification bodies. There is a debate
between the EU and member states regarding assessment of the
applications of certification bodies, and also with the supervisory
bodies, to reduce risks and to ensure quality of certification.

Countries with and without regulation

In the new millennium, most major economies have established regulations for ¢rganic
production. On 1 January 2009, the completely revised Regulation on Ofganic
Production EU Regulation (EC) 834/2007 came into force. The data on regulations
around the world are collected annually in the bodorld of Organic Agriculturé”
Starting organic export trade in a country without national regulation is based pn the
international rules of the regulations in the EU, Japan and the US and other [import
countries. However, organic trade for the domestic market in a country without national
regulation is not regulated. In these countries, organic products are not protected| against
fraud. However, most producers, processors and traders in such countries afe most
interested in gaining consumers trust and meeting their expectation foguatity

organic products, certified by an independent body. In such countries, it is possilple and
often the fastest solution to develop and apply private standards and labels for prganic
produce. Therefore, producing and trading organic products in countries without
regulation does not necessarily mean it is an obstacle for domestic trade.

Source:Aut hor sd anal ysis.

3.3.2 Import requirements of major economies

The most important import markets for organic products are the EU,
Japan and the US. All have strict regimes for the importation of
organic products. In the EU, Japan and the US, products may only
be imported if the competent authority has approved the certification
body. Approval of certification bodies requires compliance or
equivalency with the requirements of the importing countries, which
can be achieved by the following options:

1 bilateral agreements between the exporting and the target
import country;

1 direct acceptance of the certifying agency by the target import
country.

v For a list of countries with regulations or in the process of drafting regulations on

organic agriculture, see Table 17 in Huber, E
Re g ul at:iFiBLAROAN 2009nThe World Organic Agriculture. Statistics and

Emerging Trends 2009. 65 68.

V¥ National Organic Program (NOP). www.ams.usda.gov/nop/indexIE.htm.
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Bilateral agreements between the exporting and the target
import country

Most importing countrie$ including the EU, Japan and the WS
have options for bilateral recognition. A country may confirm that
another country's control system and standards are in line with the
national requirements, and that the products certified in those
countries can be sold on the national market. The bilateral
agreements are largely political agreements that depend on the will
and political negotiations of the governments, rather than the results
of technical assessments. The EU currently recognizes seven
countries under this arrangement: Argentina, Australia, Costa Rica,
India, Israel, New Zealand and Switzerland. In addition, the US has
accepted a few foreign gover nmen:]
Certification bodies accredited according to the US requirements by
Denmark, India, Israel, New Zealand, Quebec and the UK are
accepted by the United States Department of Agriculture (USDA)
for certifying according to the US National Organic Program (NOP)
without being directly accredited by the USDA. This is just
recognition of the accreditation procedures; the respective
certification bodies still have to meet the requirements of NOP to
issue certificates accepted by the US. The US is also negotiating
equivalency agreements with Australia, the EU, India and Japan.
This means that the USDA would determine that their technical
requirements and conformity assessment system adequately fulfill
the objectives of NOP, and then double certification would not be
necessary for imports.

Direct acceptance of the certifying agency by the target import
country

The EU, Japan and the US have options for recognizing certification
bodies operating outside the country. However, the technical
requirements for achieving such recognition are difficult to meet,

and the associate fees are high. Maintaining recognition and/or the
necessary accreditation requires substantial financial capacity and
personnel from the certification body (agency).

NOP requires all produce labelled as organic in the US to meet the
US standards, including imported products. The US system provides
for the approval of certification bodies as agents to operate a US
certification programme. Retroactive certification is not possible.
Inspections have to be conducted by inspectors trained in NOP
requirements using NOP questionnaires, and only certificates issued
by certification bodies accredited by the USDA are accepted. It is
not relevant whether the certification body is based in the US or
elsewhere. So far, the USDA has accredited almost 100 certification
bodies according to NOP, and only produce certified by these
certification bodies may be exported to the US.
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How to cope with documentation challenges

A guidance document for imports by the EU Commission seeks to give
further clarity to some of the difficult areas related to the import
regulation and implementing rules. This document:

I gives guidance on which details are required and how the
certification body application form should be formatted to cover
the required information;

f offers guidance on who can write|an oOass
applicant certification body as well as the necessary competence
requirements that must be demonstrated by accreditation and
supervisory bodies;

§ provides guidance on the distinctions between the operation of
the ocompliant |istdé and the oOequ|valent

§ gives guidelines for the evaluation of the equivalence of organic
producer group certification schemes applied in developing
countries.

Source:Aut horsd anal ysis.

3.3.3 Global GAP and other trade regulations

Besides governmental regulations in the last several years, other pri-

vate certification schemes have been gaining more and more impor-

tance both within and outside the organic sector. Certain private
standards of certification bodies
tional requirements, which also have to be met and certified. Some

of these standards are directly related to organic farming and others

are related to fAgood agricultural
sector standards often act as nde
However, this often increases the costs, which can be a strong bur-

den for projects, especially in developing countries.

Private sector standard and national GAP schemes:

increasing number of private sector standards;
compliance is not mandatory;

retailers and suppliers often require certification;
private sector standards often act as
requirements;

has a profound influence on the development of national and
regional schemes on GAP, e.g. in ASEAN (Asian initiatives based dgn
Global GAP private sector standard and national GAP schemes su¢h as

= =) =) == =)

Source:Aut horsd analysis
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The Global GAP initiative, which is not focused on organic
agriculture and was started by large supermarket/retail chains, is one
of the most important private initiatives on a worldwide scale.
Global GAP is a private sector body that sets voluntary standards for
the certification of agricultural products around the globe. Global
GAP standards are primarily designed to reassure consumers about
how food is produced on the farm by minimizing detrimental
environmental impacts of farming operations, reducing the use of
chemical I nputs and ensuring a re
health and safety as well as animal welfare. Many organic producers
apply Global GAP standards, in particular in fruit and vegetable
production. Global GAP has a profound influence on the
development of national and regional schemes. For example, several
countries (e.g. in Asia) have developed national GAP schemes
mainly through government driven initiatives.

Potential benefits from GAP implementation:

reforming agricultural production systems has significant
sociaeconomic implications;

sciencebased use of fertilizer and application of crop protection
chemicals improves productivity and cost savings;

emphasis on worker welfare and safety encourages a safe healthy
environment and improved morale;

assured produce through GAP certification gains consumer confidehce
and market acceptability.

= =2 = -a

Potential obstacles to GAP implementation:

low levels of awareness by farmers and consumers;
poor understanding of GAP requirements, especially small farms and
rural locations;

lack of direct link with the markegtlace requiring trade through middle
men;

lack of incentives to implement GAP, which normally does not result in
price premiums;

T unwillingness for supermarkehains to provide bridging finance.

== =4 =4

Source:Aut horsd analysis
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3.3.4 Tariff and non-tariff trade barriers

More and more governmental food safety regulations will also
become increasingly stringent for organic products. Technical
regulations and product standards may vary from country to country,
and having many different regulations and standards makes business
difficult for producers and exporters. Moreover, if regulations are set
arbitrarily, they could be used as an excuse for protectionism. The
Agreement on Technical Barriers to Trade (TBT Agreement) tries to
ensure that regulations, standards, testing and certification
procedures do not create unnecessary obsf‘éi'cré@e World Trade
Organization (WTO) plays a key role in this mattér.

National regulations for organic agriculture and the labelling of
organically produced products could be either considered technical
regulations or standards, depending on the interpretation of the word
"mandatory”. In both cases, they are likely to comply with the TBT
Agreement and th&eneral Agreement on Tariffs and Trade
(GATT). Organic certification and labelling programmes would not
be considered tradestrictive because products can be sold freely
with and without the organic label and they could be considered to
fulfil legitimate objectives such as preventing deceptive practices.
However, the provisions governing the right of access to the label
should be noiscriminatory. The regulations should be based on
international standards (the CODEX guidelines or IFOAM Basic
Standards) whenever appropriate.

Agreement on the Application of Sanitary and Phytosanitary
(SPS) Measures and the Agreement on Technical Barriers to
Trade (TBT)

Other potential sources of trade barriers are the SPS and TBT
Agreements. Article 20 of GATT allows governments to act on trade
in order to protect human, animal or plant life or health, provided
they do not discriminate or use this as disguised protectionism. In
addition, there are two specific WTO agreements dealing with food
safety and animal and plant health and safety, and with product stan-
dards in gener&f-*°both try to identify how to meet the need to ap-
ply standards and at the same time avoid protectionism in disguise.
These issues are becoming more important as tariff barrierd fall
some compare this to seabed rocks appearing when the tide goes
down. In both cases, if a country applies international standards, it is
less likely to be challenged legally in the WTO than if it sets its own
standards.

I www.wito.org/english/thewto_e/whatis_ef/tif_e/agrm4_e.htm#TRS.
Vil \\www.wito.org/english/tratop_e/tbt_e/tbt_e.htm.

8 www.wto.org/english/thewto_e/whatis_e/tif_e/agrm4_e.htm.
“www.wto.org/english/tratop_e/sps_e/spsagr_e.htm

O www.unctad.org/en/docs/clem15d3.en.pdf
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Though technical regulations and industry standards were once
considered objective tools for facilitating production and exchange,
they have recently become a hotly contested subject in the politics of
international tradé. In particular, issues of domestic security and
public health such as the US bioterrorism laws andethdéood and

feed regulationpresent emotionally charged contexts under which
WTO agreements are interpreted. Government regulations or
industry standards for goods can impact trade in at least three ways:

1 they can facilitate exchange by clearly defining product
characteristics and improving compatibility and usability;

1 they can advance domestic social goals such as public health
by establishing minimum standards or prescribing safety
requirements;

1 they can hide protectionist policies.

During the Uruguay Round of multilateral trade negotiations,
member nations established the SPS and TBT Agreements to
address the emerging debate over the use of standards in
international trade. These agreements can be interpreted as an
attempt to balance the first two uses of standards and to minimize
the third. In other words, these agreements balance the competing
demands for domestic regulatory autonomy and the global
harmonization of product standards. At the same time, the
agreements attempt to prevent standards from becoming a
protectionist device.

" \www.cid.harvard.edu/cidtrade/issues/spstbt.html
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The SPSAgreement allows members to take scientifically based measufes to
protect public health. The agreement commits members to base these measures
on internationally established guidelines and risk assessment procedureq. In the
case of particularly stringent measures, countries must present scientific
justification. When existing scientific evidence is insufficient to determine [risk,
members may adopt measures on the basis of available information, byt must
obtain additional information to objectively ground their assessment of risk
within a reasonable period of time. Generally speaking, the SPS Agreemgnt is a
compromise that permits countries to take measures to protect public [health
within their borders so long as they do so in a manner that restricts trade as little
as possible.

Likewise, the TBT Agreemenstrikes a delicate balance between the pglicy
goals of trade facilitation and national autonomy in technical regulations| The
agreement attempts to extricate the tredditating aspects of standards frgm
their tradedistorting potential by obligating countries to ensure that techpical
regulations and product standards do not unnecessarily restrict internptional

trade. The TBT Agreement works towards this end in three ways.| The
agreement encour ages istandard ¢gquivale
words, the formal acceptance of the standards of other countries through

explicit agreements. It also promotes the use of international standards. [Lastly,

it mandates that countries establish enquiry points and national notification
authorities (the two may be the same body) in order to answer questiong about

SPS Agreement regulations and notify other nations of new regulgtions
respectively. Enquiry points compile all available information in that countfy on

product standards and trade regulations and provide it to other members upon

request. The national notification authorities report changes in trade policy to

the WTO and receive and take comments on these measures.

Source:www.wto.org/english/thewto_e/whatis_e/tif_e/agrm4_e.htm

Some people criticize the measures of the SPS and TBT Agree-
ments, claiming they are too invasive and deny them sovereignty
over domestic regulations. Others assert that the agreements do not
go far enough and domestic regulation is often a form of protection-
ism. Developing countries protest that the standards promoted in the
agreements lack their input and are dominated by the interests of de-
veloped countries. Adding their voices to the debate are environ-
mentalists, NGOs and local regulatory officials who feel excluded
from negotiations of a topic that directiffects them. In fact, or-
ganic producers in some cases are highly challenged to fulfil the
growing requirements of food safety in some countries.

Those who have criticized thesgreements for restricting democ-
ratic control over standards are concerned that international stan-
dards will jeopardize public health and welfare. In the highly conten-
tious debate over genetically modified foods, for example, some
NGOs argue that these agreements afford countries inadequate flexi-
bility to manage uncertainty and risks to human health and safety.
Others have mounted challenges to the very idea of restricting the
national choice of preferred levels of health, risk and security safety
by subjecting standards to international consensus.
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There is also considerable debate over the extent to which the SPS
and TBT Agreements allow trade restrictions based on specifications
related to process and production methods. Nations disagree, for ex-
ample, over the extent to which the TBT Agreement allows nations
to differentiate between identical products that were produced in dif-
ferent ways. Can a country treat products differently because the
production methods used have different environmental impacts?
Similar questions have fuelled fears among environmentalists and
other civil society groups that the Uruguay Round Agreements may
threaten environmental quality. They are concerned that interna-
tional standards will diminish a country's ability to uphold its own
environmental or public health principles.

Developing countries take issue with the agreements because they
make intensive use of multilaterally established standards that are
determined by a process that is both politically and economically
skewed. Standard setting has until recently been the exclusive do-
main of rich, technologically advanced nations that have dominated
the terms of debate in bodies such as the International Organization
for Standardization (ISO) and the Codex Alimentarius Commission.
Thus, implementing the SPS and TBT Agreements often requires
developing countries to adhere to standards more appropriate for
their industrialized counterparts. The lack of developing country in-
put in the formation of standards translates into what some observers
have called technimperialism, or the imposition of standards by
the rich countries upon the poor ones.
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3.3.5 Further reading and links

Council Regulation (EC) No. 834/2007 of 28 June 2007 on organic
production and labelling of organic products and repealing Regula-
tion (EEC) No. 2092/91. eurlex.europa.eu/LexUriServ/
LexUriServ.do?uri=0J:L:2007:189:0001:0023:EN:PDF.

Commission Regulation (EC) No. 1254/2008 of 15 December 2008
amending Regulation (EC) No. 889/2008 laying down detailed rules
for implementation of Council Regulation (EC) No. 834/2007 on
organic production and labelling of organic products with regard to
organic production, labelling and control. eurlex.europa.eu/
LexUriServ/LexUriServ.do?
uri=0J:L:2008:337:0080:0082:EN:PDF.

Commission Regulation (EC) No. 1235/2008 of 8 December 2008
laying down detailed rules for implementation of Council Regula-
tion (EC) No. 834/2007 as regards the arrangements for imports of
organic products from third countries. eurlex.europa.eu/LexUriServ/
LexUriServ.do?uri=0J:L:2008:334:0025:0052:EN:PDF.

Commission Regulation (EC) No. 889/2008 of 5 September 2008
laying down detailed rules for the implementation of Council Regu-
lation (EC) No. 834/2007 on organic production and labelling of or-
ganic products with regard to organic production, labelling and con-
trol. eurlex.europa.eu/JOHtml.do?
uri=0J:L:2008:250:SOM:EN:HTML.

Di Matt eo, Kat heri ne. 2007. iover vi
pared for the 7th meeting of the UNCTAD/FAO/IFOAM Interna-

tional Task Force on Harmonization and Equivalence in Organic
Agriculture, Bali, Indonesia, 280 November. www.unctad.org/
trade_env/itforganic/meetings/itf7/ITFO711_GrowerGroups.pdf.

International Task Force on Harmonization and Equivalence in Or-
ganic Agriculture (I'TF). 2008. dfAln
ganic Certification Bodies (1 ROCB)
of the UNCTAD/ FAO/IFOAM International Task Force on Har-

monization and Equivalence in Organic Agriculture, Bali, Indonesia,

271 30 November. http://rO.unctad.org/trade_emditfjanic/
meetings/itf8/IROCB_0809%20.pdf.

Camilla Mikkelsen and Marco Schltter (editors). 2009. The New
EU Regulation for Organic Food and Farming (EC) No. 834/2007.
IFOAM EU GROUP, Brussels. p. #47.
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Schmid, Otto and others. 2007. Analysis of EEC regulation 2092/91
in relation to other national and international organic standards. Re-
port (Deliverable D 3.2). EEC 2092/91 (Organic) Revision project.
Research Institute of Organic Agriculture (FiBL), Frick.
www.organicrevision.org/pub/D_3_2_final%20report_low.pdf. Da-
tabase www.organicrules.org.

IFOAM EU Group. 2009. The New Organic Regulation for Organic
Food and Farming in Europe: EC 834/20@ackground, assess-
ment and interpretation for stakeholders. IFOAM European Union
Group, Brussels.

www.fao.org/organicag/: Information on organic agriculture by
FAO with detailed country reports including the on legal situation.

www.ifoam.org/about_ifoam/standards/index.html: IFOAM Guaran-
tee System.

www.ams.usda.gov/nop/indexIE.htm: Information about the US
NOP.

www.unctad.org/trade_env/itrganic/ welcomel.asp: International
Task Force on Harmonization and Equivalency in Organic Agricul-
ture (ITF).

www.codexalimentarius.net/ download/standards/360/
CXG_032e.pdf: 2007. The Codex Alimentarius Commission and the
FAO/WHO Food Standards Programme: Organically Produced
Foods. Rome.

ec.europa.eu/agriculture/qual/organic: Internet site of the European
Commission on organic farming in all EU languages.
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What is an OMI?

The term OMI defines an organi z3
players involved share a common interest in producing, processir]
mar keting organic product so. oM
from production to the end consumer. Therefore, horizontal and v
cooperation of players in the supply chain such as producers, traders,
sors and retailers are essential. In many cases, successful OMIs are in
businesses, initiated by producer groups starting with processin
marketing of their products to improve their market position. Some
participants of OMIs are also involved in diversified activities such as ta
or environmental protection.

tion in
g and
0s
brtical
proces-
hovative
j and
times
urism

i nk

sectors and to integrate into the local and international trade, while alle
povertyi especially in rural areas by facilitating access to the new mal
opportunities for small and medium farmers and other stakeholders

The overall goal of an OMI is to contribute to the growth of the or};/anic

iating
ket
of the

organic value chain.

Source:Aut horsd anal ysis.

The value of collective marketing

Collective organic marketing improves the competitive position of

farmers in the value chain. Bringing together larger volumes allows
a range of different needs of different buyers to be taken care of,
from food manufacturers to retailers and direct sales. Collective

marketing improves profitability and thus allows appropriate

prices

to continue to be paid to farmers. If initiatives get involved in
processing, more of the value added can be passed back to farmers
in the form of increased prices, although it is important to
understand that investment costs are also necessary. Nonetheless,
with control over several stages in the food chain comes influence

over where jobs are generated. Farmers can decide, withi

n limits,

where best to base their activities for the benefit of their
communities, sometimes even being able to create jobs for

themselves to supplement farm family incomes.

Involvement in marketing provides the opportunity to build up the
knowledge of customers about the food they buy. Consumers can

then recognize organic farming as a possible means to m

eet their

concerns about health, food quality and fair trade. Furthermore,
organic farming can help to win consumers loyalty from the home

market, and reduce some of the wasteful transport involved

in many

distribution systems. Of course, in many rural areas and especially in

developing countries, the home market is limited, and the
output has to be exported; nevertheless, control over marketi
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