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AGRARIAN ECONOMY AND RURAL DEVELOPMENT - REALITIES AND PERSPECTIVES FOR ROMANIA

THE MARKET POTENTIAL OF THE ORGANIC PRODUCTS AND NICHE
COMPETITIVENESS

DAN-MARIUS VOICILAS'

Abstract: We are presenting the organic farming in Romania, the general background, the legislation bearing on it
the institutions created to coordinate this activity, the evolution of areas and productions, organization of producers,
trade, the new challenges in the filed, tendencies and traditions. By this paper we would like to put in evidence the
importance of t he organic products o nt he pr esent m arket ¢ haracterised by high c ompetitiveness and ni che
opportunities. For the analysis, we use long time series data based on statistical data provided by the National Institute
of Statistics of Romania, the Ministry of Agriculture and various publications in this field. The conclusions and results
of the paper will underline the present market tendencies, the opportunities of the Romanian business environment, the
benchmarks f or pol icy m akers, ni ches al ternatives and t he l evel of t he R omanian or ganic products m arketon a
competitive global market.

Key words: Organic products, Niche market, Competitiveness

INTRODUCTION

Organic foods are foods that are produced using methods of organic farming — with limited
moderns ynthetici nputss ucha ss ynthetic pesticides and chemical f ertilizers
(http://en.wikipedia.org/wiki/Organic food). Organic foods are also not processed using irradiation,
industrial solvents, or chemical food additives.

A niche market is a focused, targetable portion of a market. By definition, then, a business
that focuses on a niche market is addressinga need for a product or service thatisnot being
addressed by mainstream providers. You can think of a niche market as a narrowly defined group of
potential customers. According to the University of Arizona (Archer,C., 2013), niche markets are
segments within your larger target audience that have similar de mographic, buying b ehavior and
lifestyle ch aracteristics. Small bus iness ow ners often function as ni che com panies, targeting a
specific industry or type of consumer. Through strategic marketing tactics, specialized industries
can us e marketing and advertising t o directly a ppeal to their niche market. S ome a dvantages of
using ni che m arketing i nclude 1 ower l evels of competition, and t he a bility t o s et p roducts a nd
services at premium prices. Reaching target m arkets ar e m ore e ffortless and more directed. The
main disadvantage of niche marketing can be attributed to greater difficulty in gaining high profit
levels due to smaller market size (truetobusiness.com).

According to “businessdictionary”, competitiveness is the ability of a firm or a nation to
offer products and services that meet the quality standards of the local and world markets at prices
that ar e competitive and provide adequate returns on t he resources employed or c onsumed in
producing them.

The paper evaluates all the concepts mentioned above on present Romanian market.

MATERIAL AND METHODS

For the an alysis, we us e l ong time s eries d ata based on statistical da ta provided by the
National Institute of Statistics of Romania, the Ministry of Agriculture and various publications in
this f ield. Last but not le ast, we us e the pa rtial r esults f rom the F P7 Project C OMPETE
(International comparisons of product supply chains in the agro-food sectors: determinants of their
competitiveness a nd pe rformance on E U a nd i nternational m arkets), f inanced b y E uropean

'Associate p rofessor P h.D, S eniorr esearcher I II, R omanian Academy-Institute o f Agricultural E conomics,
dmvoici@yahoo.com
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Communities and N ational M inistry of E ducation, leaded by IAMO (Halle/Saale-Germania). The
Institute of Agricultural Economics-Romanian Academy is partner in this consortium.

1. Legal framework

The I egal ba sis of t he or ganic f arming s ystem w as e stablishedi nt he 1990s b yt he
Commission Regulation (EC) no. 2092/1991 regarding organic farm production and the indications
for their presentation as agricultural and agri-food products.

At the national level, together with the signing up of the Association Agreement and the
initiation of the EU accession negotiations — Romania’s le gislation had to get in line with the EU
legislation. Following this pr ocess, atpr esent, Romania’s le gislation complies w ith EU
requirements and orientations.

The m ain nor mative acts, produced are: G overnment’s E mergency O rdinance (OUG) no.
34/2000 on the organic agri-food products, approved by Law no. 38/2000; Government’s Decision
no. 917/2001, for the approval of the Methodological Norms for the application of provisions from
OUG no. 34/2000 regarding the organic agri-food products; The Joint Order no. 417/2002 and no.
110/2002 of t he M inister or Agriculture and oft he P resident o ft he National A uthority for
Consumers’ Protection; Order no. 70/2002 of the Minister of Agriculture on the establishment of the
Commission for Organic Farming Development in Romania; Order no. 527/2003 of the Minister of
the Agriculture for the approval of the Rules on t he inspection and c ertification s ystem and the
accrediting conditions for t he i nspection a nd c ertification bodi es i n or ganic f arming; O rder n o.
721/2003, of the Minister of the Agriculture for the approval of Rules on the import and export of
organic agri-food products; Order no. 153/2006 regarding the approval of the componency of the
Commission for the accrediting of inspection and certification bodies in the organic farming sector,
which inspects and controls the operators on Romania’s territory; Order no. 317/2006 regarding the
modification and completion of the Annex to the Order of the Ministry of Agriculture and of the
President of the National Authority for Consumers’ Protection no. 417/110/2002, for the approval of
the S pecific la belling rules f ort he o rganic agri-food pr oducts; OUG no. 62/ 2006 fort he
modification and completion of O UG no. 34/2000 on t he or ganic agri-food pr oducts; Law no .
513/2006 on the approval of OUG no. 62/2006 for the modification and completion of O UG no.
34/2000 regarding the o rganic agri-food p roducts; Order no. 219/ 2007 on the approval of Rules
regarding the organic farmers’ official registration. All these provide information, rules and norms
necessary in this field like: the a uthority r esponsible for or ganic farming; the general rules and
principles of or ganic p roduction; t he dur ation of t he ¢ onversion pe riod; t he i nspection a nd
certification system; the list of accepted products to be used by the organic farming practice; the list
of ingredients and processing methods that can be used in the preparation of or ganic foodstuffs;
sanctions etc.

2. Institutional framework

In Romania, the government, the civil society and the business environment are becoming
increasingly aware of the need to promote organic farming.

The governmental policy is elaborated and coordinated by Ministry of Agriculture and Rural
Development (MADR), under w hich the O ffice of the N ational Authority for O rganic P roducts
(ANPE) is op erating, w hich is the authority in c harge of th e or ganic farming sector. ANPE is
collaborating ( or ¢ ollaborated) w ith di fferent a gencies, e ducation a nd r esearch i nstitutions,
foundations, among which we can list the following:

e The National Agency For Agriculture Consultancy — ANCA (no longer exist nowadays);
e The Academy of Agricultural and Forestry Sciences — ASAS;
e Higher education institutions, agricultural research institutes and stations;
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e The N ational O rganic Farming F ederation, whose act ivityi s ba sed on the “s ustainable
development principle”, a development type which should not disable the next generations’ access
to a clean environment.

The Ministry of Agriculture establishes an action plan for the development of the domestic
market of organic products, which includes:
- The intensification of actions promoting the organic farming concept;
- The i mprovement of i nformation on or ganic f arming pr actice, and t he qua lification of t he
participants in this sector;
- The increase of areas under the experimental modules “organic micro-farms”;
The delimitation of organic farming areas;
Support to farmers during the conversion period;
The creation of an information system accessible to farmers.

RESULTS AND DISCUSSIONS

As or ganic f arming ¢ ontributes t o s ustainable de velopment, t hrough a n i ncrease of
biodiversity, soil fertility and environmental protection, the organic farmers are supported through
the agro-environmental programs of the European Commission (EC). Thus, starting with 2007, the
year o f R omanian accession into EU, organic farmers benefit from a compensatory premium per
hectare (and by crops), in order to make up for the income losses incurred during the conversion
period and for t he c ertified pr oduction, t hrough t he N ational R ural D evelopment N ational P lan
(PNDR) — Axis 2 — the agro-environmental sub-measure, from the European Agricultural Fund for
Rural D evelopment ( EAFRD), non -refundable s upporti n ¢ onformity w ith t he C ommission
Regulation (EC) no. 1698/2005.

At the same time, EU provides support for the promotion of organic products, through co-
financing programs, with a 50% funding from the EC, 20% from pr ofessional or ganization, and
30% from the state budget, in conformity with the procedure of the Commission Regulation (EC)
no. 1071/2005.

1. Organic farming analysis in Romania

The data supplied by M ADR reveal the increasingly importance of this activity sector for
the domestic producers. The positive evolutions of the areas and production in the organic farming
sector prove the existing potential, initiative, de velopment prospects and increasing demand from
the consumers’ part.

In the following tables (Table 1, 2 a nd 3) we shall present the dynamic of the field, which
proves the above statements.

Table 1-Evolution of areas under the organic farming system before accession (2000-2006)

) ) Index 2006
Specification
2000 2001 2002 2003 2004 2005
_— 100 1.65 2.51 3.28 4.23 6.33 8.20
Total area, out of which: (17.438 ha)
Cereals 100 2.00 3.00 4.00 5.12 5.52 4.08
(4,000 ha)
100 1.51 2.15 2.58 3.37 4.55 5.51
Pastures and fodder crops (9,300 ha)
Oilseeds and protein crops 100 1.58 2.50 3.90 5.02 5.65 5.97
p P (4,000 ha)
Vegetables 100 2.63 18.40 5.26 7.89 11.58 18.95
& (38 ha)
Fruits (sour cherries, cherries, 100 2.00 4.00 8.64 5.84
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) ) Index 2006
Specification
2000 2001 2002 2003 2004 2005
apples) - - (50 ha)
. 100 2.00 6.00 8.00 10.00 352.60 | 774.00
Spontaneous flora collection
(50 ha)
Other crons 100 6.00 16.00 18.00 18.00 97.68 242.00
p (50 ha)

Source: Own calculations based on MADR database

Land areas increased in the mentioned period. The trend is increasing and the perception of
these ¢ rops a s a n a Iternative a ctivity a nd i ncome s ource i s pos itive ( Voicilas,D.M., 2007) .
Comparing the objectives established by the government’s strategy with the field results, we could
say that the objectives were reached, the bases were created for the development of this activity and
for the use of the market niches, both on the domestic and world markets.

As in the case of land areas, productions continuously increased in the investigated period.
Although the production levels are much higher than those obtained 5-6 years ago, the domestic
supply cannot t otally m eet t he de mand yet, w hich m akes 1t pos sible f or t he i mported or ganic
products to penetrate the Romanian market, as we shall see later on (Voicilas,D.M., 2007).

Table 2—Evolution of organic farm production before accession (2000-2006)

Specification Index 2006
2000 2001 2002 2003 2004 2005
Total crop production, 100
out of which: (13,502 to) 1.81 2.39 2.25 6.46 9.77 12.34
-Cereals, 100
out of which: (7.200 t0) 1.74 2.22 2.00 5.69 7.64 6.73
100
Export - - - - (7,100 to) 1.56 2.55
-Oilseeds and protein 100
crops, out of which: (5.500 to) 1.31 2.00 2.27 6.73 8.29 13.29
100
Export - - - - (9,800 t0) 1.23 2.26
100
-Vegetables (600 to) 6.67 6.67 3.33 5.00 12.00 14.51
-Fruits (sour cherries, 100
cherries) - - (200 t0) 1.50 2.50 5.00 1.70
-Spontaneous flora 100
collection, out of 2.00 1.50 1.60 22.50 83.74 124.81
oy (200 to)
which:
100
Export - - - - (3800 to0) 3.74 -
-Other crops (5(12) 150.00 400.00 450.00 600.00 3175.00 | 5520.50

Source: Own calculations based on MADR and INS database

In the Table 3, w e present the e volution of the organic a griculture in last years, after the
accession into EU.

Table 3—Evolution of areas and producers in organic agriculture after accession (2006-2010)

Indicator 2006 2007 2008 2009 2010
No.of farmers (3140009) 1.12 1.23 0.95 0.93
Area in arable area (ha) (4;235) 1.43 1.90 241 3.25
/Area - permanent crops of pastures and fodder (ha) (51380) 112 0.90 0.77 0.62
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Indicator 2006 2007 2008 2009 2010
|Area - permanent crops of orchards and grapevine (ha) (;gg) 3.24 316 6.36 10.52
. 100 1.52 2.10 2.30 2.00

Spontaneous flora collection (ha) (38700)

Source: Own calculations based on MADR database(County Agricultural Departments)

According to the data from M ADR, in 201 1 the num ber o f o rganic op erators i ncreased
fantastic being over 10.000 (http://www.eco-ferma.ro/performantele-agriculturii-ecologice/).

2. Organization

Organic op erators ( farmers) w ere r egistered at M ADR and classified byt hreel arge
categories o f products: crop, livestock and beehive products. The farmers are organized either as
independent pr oducers, physical entities, or as family a ssociations or ¢ ommercial c ompanies as
legal entities under the form of limited liability companies or joint stock c ompanies. Not all the
counties ar e included in t his evi dence. Most or ganic farmers ar e from a few co unties: S uceava
(North), Mures and Sibiu (Center), Tulcea and Constanta (South-Est).

Following the presentation of these statistical data, the organic farming could be considered
as a dynamic sector in Romania (Voicilas,D.M., 2007), with an increasing trend in recent years. As
a result, the organization of the marketing (www.agricultura-ecologica.ro) of the organic products is
an increasingly important element in this sector. The sale of organic products can take place directly
from the farm, or through the traders registered at MADR. The organic products are found both in
the large store network and in the small-specialized shops.

At the beginning of the year 2007 (Romanian accession into EU), only two shop networks
werer egistered atM ADR:t hes hop “BIOCOOP”( Sibiu)a ndt hes hop Naturalia
(www.naturalia.ro), with units both in Bucharest and in the county Ilfov (Voluntari). After one year,
there were 6 shops (MADR).

At the be ginning of the year 2007, the following organizations were registered at M ADR,
with a ttributes or ¢ oncerns i n or ganic f arming, r ural de velopment, e nvironment pr otection a nd
sustainable de velopment: The Association fore cological a griculture “ agri-eco”, w ith the
headquarters in C luj N apoca, t he pr ofessional Organization ,,A groecologia” — Cluj N apoca, t he
Association of the bio-farmers in Romania ,,BIOTERRA” — Cluj’ county, the Romanian Association
for Sustainable A griculture — Calaragi County, the Association ,,Terra Verde” — Bucharest, t he
Association of the Bio-poultry breeders in Romania — BIOAVIROM - Ilfov County, the Association
for the organic farming development in R omania, “Ecofocus” — Bucharest, Ecorural — Bucharest,
the Association for the Environmental Protection and ecological agriculture ,,TER” — Bucharest, the
Foundation ,,Mama Terra” — Bucharest, ,,The National Association of the Agricultural Consultants”
— Bucharest, the Academic F oundation for R ural P rogress ,, TERRA NOSTRA” — Iasi, ,,The
Ecologist Society in Maramures” — Baia M are, ,,T he Foundation for R ural D evelopment i n
Romania” — Bucharest, ,,T he E cological G roup f or C ooperation B ucovina” — Suceava, the
Foundation ,,Business School Mehedinti” — Drobeta Turnu Severin, the Society ,,Avram lancu” —
Cluj Napoca, the Foundation ,,The Operation Romanian Villages” — Bacau county, ,,The Ecological
Club Transylvania” — Cluj Napoca, ,,The Romanian Rural Foundation” — Timisoara, ,,Bioclub Clu;j”
— Cluj Napoca, ,,the Group of Gardeners Biodynamics” — Targu Mures, ,,the Romanian Association
for Applied Biofarming” — Arad county, ,,the Centre for Ecological Consulting Galati” — Galati,
,,the Association for Environmental and Nature Protection” — Targu Mures, the Foundation ,,Divers
Eco” — Maramures county, the Foundation ,,Noema Consulting” — Cluj N apoca, the Association
,»Albina” (the ,,Bee”) — Bucharest, the Association for Environment Protection and Preservation of
Resources — Bucharest.

At the end of 2012, the list of the organizations in organic agriculture, rural development,
environmental pr otection, a nd dur able de velopment c ontains 32 bodi es. In the s ame time, there
were already 25 shops registered (MADR).
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Except for the processors that have their own presentation shops, not all shops respect the
storage/handling/presentation r ules f or or ganic products. The or ganic pr oducts are found in t he
same pl ace w ith t he ¢ onventional pr oducts, t hey are ha ndled a nd s tored t ogether. Ina s tudy
conducted by the Expert Group company in 2007, it is also shown that on the domestic market there
is ¢ onfusion be tween “ natural pr oduct” a nd “organic p roduct” (most of ten maintained by th e
producers of the former), which makes it more difficult to promote an organic product under the
conditions of t he price di fference. The World B ank a nd t he M inistry of Agriculture a nd R ural
Development t hrough the ASSP Program, also conducted the study within the project E xtEco -
,,Extension for Eco-Profit”.

3. Organic products trade

An important role in market promotion and obtaining new market shares and segments of
consumers is represented by the m arketing activity. The presentation of pr oducts, t he be neficial
effects upon the human body, the gains obtained by buying clean and healthy products, even though
they are more expensive than the conventional products, as well as consumers growing aware of
their importance, are the main concerns that the producers and sellers of organic products should
have in t heir de velopment pol icy. The pa rticipation i n e xhibitions, fairs a nd ot her na tional a nd
international ma nifestations is a mod ality to pr esent the or ganic pr oducts and to e stablish new
contacts for marketing these products. It is only a promotion modality among several possibilities,
with a special impact upon consumers.

The fact that the organic products have a market in Romania is proved by imports, which are
doubling almost every year. In 2007, the market of organic products was estimated at 2.5 mil EUR
(1 mil EUR more t han i n 2006, be fore a ccession). At that time, a bout 70% from t he o rganic
products on the market were from import. Meantime, the imports decreased and at the end of 2010
the e xports w ere a bout 150 m il. E uro a nd i mports w ere a bout 35 m il. E uro ( http://www.eco-
ferma.ro/performantele-agriculturii-ecologice/).

The Expert Group study (2007) reveals that only 30% of the organic production is sold on
the domestic market (the rest was exported). The main organic products sold through the organized
commercial network were eggs and dairy products.

The sale on the domestic market is through the wholesale networks Metro, Selgros mainly
by retail shops. The main stores that introduced organic products in their assortment of goods are:
Carrefour, Cora, Gima, La Fourmi, Mega Image, Nic, Primavera, OK.

The R omanian or ganic products are mainly e xported to Western E urope ( Germany, Italy,
Switzerland, N etherlands for ex ample) and attempts are be ing made to penetrate the US m arket.
The wild berries, either organic or non-organic, have a much higher export price, and the price is
even higher ifthese ar e or ganically certified. Main exported products are: cereals, oilseeds and
protein, berries, herbs, honey and sheep cheese.

The reaching of the export targets is linked to other objectives as well (on the short, medium
and long-term), which can contribute to the improvement of the competitiveness of the R omanian
organic sector in the next period:

- The increase in the number of operators in this sector, receiving financial support from the

Romanian Government Programs;

- Increase of the role of the non-governmental or ganizations (NGOs) in this sector through
programs for the development of trade with organic products;

- Increase in t he num ber of e xporters w ho are a ctively i nvolved i n pr ograms f or or ganic
agricultural trade development in the less-favoured areas;

- Support provided to organic commercial farms, so as to be more active on the market;

- The association of the small organic farmers so as to co-operate in the marketing of organic
products;

- The increase in the number of municipal and regional organizations directly involved in the
implementation of the National Export Strategy in its initial stage;

- The increase in the number of local processing units and foreign direct investment projects;
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- The increase of investments in related activities in rural areas;

- The increase in the number of employees in the exporting units which are implementing the
organic farming regulations;

- The increase of investments in the activities related to exportable organic products from the
less developed rural areas;

- The increase of the organic farm output;

- The increase in the number of new companies involved in export activities with primary and
processed organic agricultural products;

- The increase in the number of optimal operation modules by the association of crop and
livestock farms;

- The development of processing capacities for the organic farming sector;

- Capacity improvement in terms of products and value added;

- The development of services oriented towards the export of organic products;

- The diversification of the exportable cultivated species (for example: vegetables, fruits) and
of the range of processed products (e.g: bakery and pastry products);

- Increase in the number of new approved investment projects.

CONCLUSIONS

Unfortunately, not all the producers are satisfied with the evolution of this market and with
the government’s involvement in the activity to support organic farming. In the opinion of some
farmers w ho had initiatives in this field, organic a griculture b ecame a non-efficient bus iness in
Romania, not because the outlet is not large enough, but rather b ecause the government has not
shown interest in this activity so far; on t he other hand, this activity was given as an example of
opportunity to conquer the foreign markets. The lack of financial support from the state, in addition
to the ext reme w eather phe nomena i n the 1 ast years, isthe m ain factor w hich de termines t he
producers t o t hink giving up t heir bus iness. In many reports made by the producers or inthe
communications a t the s cientific e vents or ganized by th em, itis me ntioned that f armers a re
confronted with the problem of hi gher production costs as well as with the problem of products
distribution.

The problem of the ratio of the production cost to the price of the product is not the only
problem for organic farmers. The consumer is interested more in the price than in the quality of the
product, and this constrains the development of the sector.

As a lways ha ppens i n such ¢ onflicts, on t he other s ide, o ft he s tate i nstitutions, t he
announcements are optimistic, satisfactory, and even praiseworthy. All governmental statements and
the of ficial doc uments show t he favourable evolution of t his s ector a nd g overnment’s active
implication in its development. For example, the documents elaborated by Romania’s Government
in the last years regarding the strategy in this field in the future, comprise concrete references on the
next steps and have clearly identified objectives. We can easily remember what was stated in the
past, before accession: Romania has great opp ortunities f or p romoting a nd d eveloping o rganic
farming due to its large a gricultural land area, i.e. 14.9 m il ha and its non -polluted soils; the
increase of o rganic f armers’ pa rticipation t o t he e conomic e vents i n t he ¢ ountry and a broad
(BioFach 2006). By the examination of the valoric chain and of the consumers’ requirements on the
world market, the following critical success factors could be identified: price, assortments, package,
branding, and availability.

In ¢ onclusion, t wo f actors a re adjudged t o b e r esponsible for consumer de mand t o be
concentrated in the most a ffluent c ountries of the world. The price premium of organic products
restricts de mand t o ¢ ountries w here ¢ onsumers have hi gh pur chasing pow er. This e xplains w hy
most sales are in countries w here there is a s izeable middle-class in the popul ation. The second
factor is e ducation and more specifically a wareness of or ganic products. As c onsumers be come
more educated and informed of food issues, they are more inclined to buy organic products whether
it is because of factors like food safety, concern for the environment, or health reasons.
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As pr oduction of or ganic ¢ rops i ncreases a cross t he g lobe, regional markets a re a Iso
expected to develop in which organic farmers will produce organic products for consumers in their
region. Thisis e xpected t o s timulate s ales of or ganic pr oducts i n m any de veloping ¢ ountries,
especially in countries like Brazil, China, India, and South Africa where economic development is
increasing at a rapid rate and a more educated and affluent middle-class of consumers is developing
(Willer,H. and Yussefi,M.-Eds., 2004).

The main conclusions resulted from this analysis, as regards the ways, which can contribute,
to the improvement of the competitiveness of the Romanian organic sector in the next period are, as
follows: the increase of the number of operators in this sector, receiving financial support from the
Romanian Government Programs; the association of the small organic farmers so as to co-operate in
the m arketing of or ganic pr oducts; a ni ncrease i nt he num ber of m unicipal a nd r egional
organizations directly involved in the implementation of the National Export Strategy in its initial
stage; an increase in the number of foreign direct investment projects and investments in related
activities in the rural area; an increase and diversification of t he o rganic farm out put; capacity
improvement in terms of products and value added; the development of services.

The que stions w hich s till r emain unde r di scussion f or s pecialist a nd pol icy m akers:
mass/conventional or ni che products? I f ni che, which is ¢ ompetitive a nd m ust ha ve s upport i n
Romania: organic products, nostalgic products/traditional products, MGOs or ... ?
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