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EXECUTIVE SUMM ARY

Background

Over the past five years the market for organic vegetables has grown by an average of 30% per
annum. It has been reported that much o this growing market was made up by imports, which
were as high as 70%. Contact with arganic growers in the 200702 season indcated that there
was a more e/en balance of supdy and demand since they were having dfficulty sdling their
produce. This lack of clarity of the market was causing uncertainty amongst growers who were
considering conversion @ expandng their production.

Aims and Objedives

The overall aim of this DEFRA funded study was to provide detailed market information onthe
demand and supdy of indvidual UK vegetable crops throughaut the UK growing season. This
information would be used to identify opportunities for UK growers to expand production and
facili tate the sustained growth of the market.

Methods

This project was led and conducted by HDRA, in collaboration with the Soil Association, EIm
Farm Research Centre and The Institute of Rural Studies, Aberystwyth. Data was coll ected from
UK packers and whdesalers of organic vegetables on the amounts, value and source of organic
vegetables traded during the 200202 season. This was supdemented with crop area data from
the organic oertification bodies on the area of organic vegetable crops grown in the season. All
data was crossreferenced with ather puldished sources of information for the same season.

Results and conclusions

During the late 199G and the erly 200Gs the growth d the organic vegetable market was very
rapid. In the past five years the growth rate has averaged 30% per annum, although this is now
beginning to slow down to rates of between 10-15% per annum. UK growers responded to the
growing market, and to higher conversion gants introduced in 1999 by nearly doubling the area
of organic vegetables from 2400 ha in 1997 to 5437 ha in 2001 Due to the time lag d the
conversion period, much o this increase in supfy reached the market in the 200702 season, at
the same time as the rate of growth in the market was beginning to slow down, which has resulted
in owversupdy for some vegetables at certain times of the year, natably potatoes, cabbage and
lettuce in the 2002/02 season. The supfy problems were compounded by an increasing supgy of
imports, lack of communicationin the supdy chain and by over programming d production.

In 200202 season the total market for UK organic vegetables was estimated at 103,000 tonres,
with aretail value of £143M. Of this 60,000tonnes, 57%, are grown in the UK. When measured
by value (£) thelevd of UK sdf-sufficiency is 52%, with a UK retail value of £74M. The organic
vegetable market represents 3% of the total market for vegetables, including conventional ones.
Nearly 70% of the vegetables are sold through multiple retailers, with 15% sold through
whdesalers, 11% sold drectly by the growers and only 5% sold to processng adtlets.

For a range of twenty-five organic vegetables, which can be grown commercialy in the UK,
leves of sdf-sufficiency, or market share, have risen from previous reported levels of 30-40% to
an average of 57% for all vegetables. When considered ona crop by crop basis, however, there
are large variations of UK market share, ranging from 96% for swedes to 33% for onions. For
staple crops such as potatoes, carrots and cabbage the UK share is 65%. Within the main
marketing season, for most staple crops, it is estimated that the UK is sf sufficient for two-
thirds of organic produce with the remainder being imported. Levels of imports rise during the
time when UK produceis nat in season. Packers and whaesalers estimate that on average thereis
potential to increase UK market share by 10-15%, although again there are variations on a crop
by crop basis. If this were achieved this would put organic production at similar UK market share
levels to that achieved in conventional production, namely 70%, which is the target set by the
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English gowernment’s organic action plan. In arder to increase suppies UK growers will have to
compete with imports on quality, continuity of supdy and in some cases on price. Much o the
challenge for UK growers is to increase production at the beginning and end d the season, a time
when there is greatest risk from pest, diseases, poor nutrient supdy and variable econamic
returns. The neal for organic growers to use organic sead, for which supgies are nat aways
available, could in the short-term act as a constraint to UK growers expanding their production
leves.

In the EU, the largest markets for organic vegetables are in Germany, France and the UK, these
three are major importers of organic vegetables. On the other hand Spain, Italy and the
Netherlands are major exporters of organic vegetables. The UK has the lowest level of sdf-
sufficiency in both vegetables and potatoes compared to ather EU countries. Many EU countries
have increased their levels of production to med the growing UK market, and for some crops
thereis oversuppy at the EU levd.

In the future the UK market is predicted to gow at a slower rate, 10-15% per annum. Future
growth will be related to a wide range of factors such as the growth o the econamy, and
education d the consumer to the benefits of organic food According to retail analysts 8% of the
‘committed’ organic shappers buy 60% of the organic food It is a challenge, firstly to encourage
the committed consumers to buy more organic food and secondy to entice the other 71% of so
called ‘dabblers’, who orly currently buy organic food acasionaly, to buy more regularly.
Commitment to buying aganic grows as consumers become more aware of the benefits of
organic farming.

There are many positive drivers for the future growth o the market, including consumer’s
preference for UK produce, opportunities to supdy catering and institutional food autlets. Policy
initiatives auch as the Curry report and the government’s organic action plan are also all
favourable to the development of the organic vegetable market. These include; initiatives to
reconrect consumers with farmers which build on aganic direct marketing strengths; ones to
boast co-operation and communication within the food chain and ahers to boast UK market share
to levels in the conventional sector. The market, however, is gill small and wilnerable to
fluctuations in suppy. There has been dovnward presaure on prices in the past few years, in what
is becoming a very competitive market, leading to a lowering d grower returns.

Remmmendations

Farmers, policy-makers and dher market actors must react swiftly to the changing condtions of
the new environment that will evolve in coming years. But in arder to dothis, government must
continue to gve clear policy support to the sector. Growers and marketers neal a clear picture of
the market and knawledge about the supdy levels of crops at different times of the year and
precisdy where there are opportunities for innowation, processng and expandng production.
Hence there is an imperative for market information to be coll ected annually, so future projections
could be more esily and accuratedly mapped. However conversion period time lags will
inevitably act to slow the response of farmers to changes in market condtions or consumer
behaviour. Growers should also be encouraged to innowate and dfferentiate their produce, to
invest in suitable facilities for storage and processng d crops, such as washing carrots, and to
increase their marketing awarenessand marketing skill s.

Co-operation and communication must be fostered within the supdy chain. Ideally the foodchain
should be short, fast, transparent, seamlessand coll aborative, with all partnersin the chain taking
equal responsibilities and sharing risks, too dten the food chain is complex, price driven,
confrontational, disjointed and goaque. An increased UK supfy can ony be successul if organic
market actors join forces to realise the potential of the advantages arising from the econamies of
scale asociated with gowing supdy. The easiest way to secure longterm growth in UK
productionis through longterm contracts between partners in the supgy chain.

The Henry Doubleday Research Assciation 3
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1.2

2.1

INTRODUCTION

Background

The UK has the second largest market for organic vegetables in Europe. This market grew
rapidly in the 199G and hes experienced growth rates in excess of 30% per annum since 1998
(Organic Monitor,2001). The increase in sales was reported to have largely been made up by
imports, which were as high as 85% for all vegetables when combined with fruit (Soil
Asxciation, 2001). HDRA's contact with arganic vegetable growers during the 200102
marketing season indicated however, that at certain times of the year and for certain vegetables
the balance betwean demand and suppy was more e/enly balanced, and in some cases oversuppy
was occurring. Nobody had a clear picture of the market and this was causing uncertainty
amongst growers who wished to increase their production and for those who were considering
conversion.

Aims and Objedives

Aims

The overall aim of the study was to provide detailed market information on the demand and
supdy of indvidual UK vegetable crops throughaut the UK growing season. It was hoped this
would indcate what crops were in short suppdy and thus potential opportunities for UK growers
to expand their production. In this way the provision d this market information would facili tate
the sustained growth of the market.

2.1.1 Spedfic objedives

3.1

The study invaved:

e Collection d data on specific quantities of organic vegetables marketed in the UK from
vegetable pack houses, whdesalers and retail ers diff erentiating between UK production
and imports and dviding into the months of the year.

« Coallection d organic vegetable crop area data from organic certification bodies.

» Dataon quantities of organic vegetables traded and the UK areas grown would be used to
draw up schedules to indicate the balance of supdy and demand for the main UK
organically grown vegetables throughaut the year.

e To interpret and evaluate the data and report to vegetable growers, producer
organisations and policy makers.

METHODOLOGY

M anagement of the projed

This was a collaborative project between HDRA, the Soil Association, EIm Farm Research
Centre (EFRC) and the Institute of Rural Studies (IRS), Aberystwyth. HDRA has lead, co-
ordinated and undertaken much o the fieldwork and evaluation d data during the project. All of
the partners asssted in the design, methoddogy and techniques used in the study. The Sail
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Asgciation collected the crop area data from its own and aher certification bodies. EFRC has
helped to identify specific opportunities and possble constraints to expanding UK production. All
collaborators have been invaved in reviewing dita and dsseminating the results.

3.2 Data colledion

3.2.1 Data on vegetables marketed

Data on wegetable types marketed, quantities, values, source (UK or imported) and time of the
year for the 200702 marketing season, was coll ected via adatainput form (Appendx 10.2) sent
out to all (45) organic registered vegetable packers and whdesalers during April 2001 This was
followed up by visits and telephore calls to all the major players in the organic vegetable market.
By July 2002 information had been adbtained from 30 of the registered packers and whoesalers.
This represented 70% of the volumes of traded arganic vegetables. Estimates were made for the
remaining chta based pulished data and further market inteli gence. Additions were made for
produce, which was directly marketed (farmers dhops, markets, box schemes), based on the
number of box schemes in the UK and pulished data.

3.2.2 Colledion of vegetable aop area data

The Soil Association collected crop area data from the 200102 cropping year, based on broad
categaries of crops: potatoes, roats crops, green vegetables, and salad and protected crops, from
its own certification body SA Cert, Organic Farmers and Growers, and the Scottish Organic
Producers (SOPA) during June 2001

3.2.3 Crossreferencing with published material and pee r eview

All data collected was crossreferenced to aher pubdished sources of information. Such as
information avail able from Organic Monitor, Taylor Neson Sofres (TNS), the Soil Asociation
and EU Organic Market Statistics coll ected by the Institute of Rural Studies, Aberystwyth. Final
crop data was pee reviewed by a number of key players in the organic vegetable industry.

The Henry Doubleday Research Assciation 5
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4

RESULT S

4.1 The UK Organic Vegetable M arket

4.1.1 Market size

This gudy estimates the total retail value of the organic vegetable market in the 200102 season
to be £143V. Other market research estimates the size to be between £105 (TNS, 2001 and
£169M (Sail Association, 2002. This represents 102000 tonres of produce. The organic
vegetable market in the past has been the largest sector in the UK organic food market. This is
thought to be because of consumers concern owver pesticide applications on conventional
vegetables, and consumer’s perceptions of organic as fresh produce and nd processed. The share
was estimated to be as high as 48% in 1990 (Mintel, 1997), but its relative share has declined
ever since due to the wider range of availability of other organic food types and by the organic
consumer expanding their range of organic purchases. Presently at £143M, this would put the
share of organic vegetable market at sixteen percent (16%) in the context of the total retail value
of the organic food market at £920M (Soil Association, 2002. There has often been some
uncertainty as to the size of the UK organic vegetable market since in the collection d statistics
vegetables are commonly combined with fruit.

Figure 1. The size of vegetableswithin the overall organic market

Vegetables
Beverages (£143m)
5% 16%

Processed

23% \\\\ Zl;/';
'\

Meat and eggs

11%
Cereals and

baked
Dairy 12%
19%

Souce HDRA Sal Association, 2001

4.1.2 Growth of the organic vegetable market

During the late 199G and the early 200G the growth o the organic market was very rapid
(Figure 2). In the past five years the growth rate has averaged 30% per annum, although this is
now beginning to slow down to rates of between 10-15% per annum. The rapid growth in the
organic vegetable market has been in common with the growth o the whae organic food market
in the UK. This has been caused by a number of factors relating to increasing consumer
awareness of food safety, health and environmental isaues, food scares, fears over the use of
pesticides and the use of Genetically Modfied Organisms (GMOs) in conventional production.
The stronger supermarket presence in the market towards the end d the 199G asssted market
development by removing some of the impediments to gowth o the market, which included
inconsistent suppies and cuality issues (Organic Moritor, 2007).

The Henry Doubleday Research Assciation 6



The UK Organic Vegetable M arket

Market research o the organic market is currently showing that a committed core of 8% of
consumers acoount for 60% of sales, whereas 79% of all househdds, ‘the dabblers’, make at
least ore organic purchase in the last year. So the challenge for the future is to convert the
dabblers to become committed arganic buyers (Soil Association, 2001).

Figure 2: Growth of the organic vegetable market in the UK (EM)*

120 £105M (+13%)
100 (+18%)
(+44%)

80
60
40
20

0

(+42%)

£M

(+32%)

1997 1998 1999 2000 2001 2002

! Percentage rates relate to value in previousyear. Souce TNS andOrgaric Monitor
Thefuture of the market is further dealt with onpage 26.

Table 1: Summary of key drivers and constraints in the growth of demand for organic
vegetablesin the UK

Drivers Constraints
) ;Péorlmtlons andmarketing by major | _ Avail abili ty and poor quality of
arers . A suppies
e Improved quality and avail abili ty . Labdling

e Consumer awareness behaviour and
trust

e Consumer concern for health,
environment and animal welfare

» Foodscares and Genetic
Modfication

» Increasing hausehdd incomes

e Processng capacity

* Highlevesof imports

*  Price conscious consumer behaviour

» Concentrated consumer base, mainly
in the south east

* Fragmentation d organic standards

4.1.3 Market outlets

Much o the organic vegetable growing in the UK was pioneeed from 19701990 ty small-scale
growers, often farming in the south west of Engand and in Wales, marketing through whaesale
outlets to specialist health food shops and by direct marketing methods guch as box schemes.
However, the general shift in consumer shopping behaviour towards greater use of supermarkets,
which has been evident throughaut the food market, has in recent years aff ected the development
of retailing in the organic vegetable market. This has now resulted in 70% of organic vegetables
being sold through these outlets.

The Henry Doubleday Research Assciation 7
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Figure 3: Market channelsfor organic vegetables

A

Imports

Co-oper atives

Farmers

Whol&aaler

mar kets

\\

Figure4: Market outletsfor organic vegetables

Process
5%
Direct
11%

Wholesale
15%

Pre-pack
69%

» Multiples

The market for organic vegetables is increasingy being daminated by the multiples/
supermarkets, wham are commonly suppied by growers via vegetable pre-packers or pack
houses. According to this gudy 70% of organic vegetables, with a retail value of £99M, are
currently sold via these outlets. Prior to 1998 the supdy chain had an intermediary between the
packers and farmers, which used to gather produce from a number of farmers. Supermarket
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presaure to sharten the supfdy chain in arder to lower the price premium, and raise production,
has caused the intermediaries to be removed from the suppy chain (Organic Monitor, 2000.
Until the mid 199Gs the market was dominated by a small number of supgiers; Organic Farm
Foods, Organic Farmers and Growers, Geest and Congdow (Organic Monitor, 2007). In thelate
199Gs the entry of conventional distribution channels, namely the pre-packers, into the organic
vegetable market, has resulted in them dominating the market in a short space of time. These
packers now suppy the magjority of volumes into the supermarkets, and they deal with both
conventional and aganic vegetables. In line with the supermarkets desire to rationali se the suppgy
chain and thus reduce the number of their supdiers, the pre-packed market for many arganic
crops is now dominated by 3-6 major packers per crop.

At the supermarket level, organic vegetables are sold by all the major multiples; Sainsbury’s,
Tesco, Waitrose, Safeway, Asda, Marks and Spencers, Somerfidd and also by the Co-op
(Organic Monitor, 2001). The dominant supermarkets in the organic vegetable sector are
Sainsbury’s, Tesco and Waitrose (TNS, 2002. The supermarkets have been very instrumental in
the development of the organic vegetable market. According to data gathered for this dudy, the
multiples sourced 54% (by volume) of their organic vegetables from the UK. In a recent survey of
major supermarkets own label products by the British Retail Consortium, supermarkets ourced
38% of their organic vegetables from the UK as against 62% for conventional vegetables. They
are being pressed to source more produce from the UK. The rate of use of UK produce varies
between the diff erent products and retail outlets (Table 2).

Table 2: Comparison of supermarket British sourced organic and conventional

vegetables 2001

Category Product % Organic sales % Conventional sales

Salads Leafy Salads 28 59

Cucumbers 16 59

Peppers 8 27

Tomatoes 39 49

Vegetables Beans and Peas 4 28

Brocooli 23 38

Cabbage 60 81

Carrots 56 92

Cauliflower 36 92

Mushrooms 85 59

Onions 39 72

Potatoes 58 92

Souce British Retail Consortium, surveyof major supermarket’s own label products October 2002

« Wholesale

Fifteen percent of total organic vegetable sales are estimated to go through these outlets with a
retail value of £2IM. Very little organic produce is marketed through the traditional UK
whadesale markets such Covent Garden o Spitalfidds in London as they do nad require the
facilities that the traditional markets offer. Thus within this category organic produce is mainly
marketed by secondary whoesalers. Vegetable growers deliver the produce ready packed to the
whdesalers who dstribute it mainly to shops and box scheme operators. Some whdesalers are
located close to growers such as Organic Conrections in Cambridgeshire, or Phoenix Organicsin
Herefordshire and ahers are located closer to consumers such as Chaice Organics in London
These whdesalers will also import produce when UK produce is out of season. Others auch as
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Biosphere are linked with growers of the cortinent of Europe and thus act as only importers.
Overall 50% of organic vegetables by volume used by whdesalers are sourced from the UK.

There are several organic whoesalers operating aut of New Covent Garden and New Smithfield
Market. These traders rely mainly onimports and thus have remained in traditional market sites
due to the convenience and ease of distribution. Other whdesalers have been able to reocate to
sites like industrial estates which are éther closer to gowers, or customers. Whdesalers who
have remained in traditional market locations have had to adapt their businesses to find a market
niche such as Langridge Organic Produce, which has widened its remit to trade a range of
commodities beyondjust fruit and vegetables. Whdesalers traditionally suppy the catering trade,
however presently the number of organic restaurants and catering establi shments are limited. This
is thaught to be because gaing to a restaurant is essntially a ‘ decadent’ or luxury, where the food
is often perceived as already o higher quality.

* Direct

Direct sales are estimated to account for 11% of the overall organic vegetable market, with a
retail value of £16M. This comprises sales made through farm shaps, box schemes and farmers
markets. In recent years the percentage share of direct sales has fallen as more produce has
become avail able in the supermarkets. Farm shaps and box schemes appear to have suffered from
supermarket competition and the residual effects of Foat and Mouth in 2001 (Soil Association
2002. However, direct sales through farmers markets have experienced rapid growth in recent
years with the number of farmers markets doubling in rumber over the past year. Direct
marketing is expected to increase as farmers cortinue to explore ways of securing a higher
proportion d the retail value and as they diff erentiate their products from supermarket products.
Local marketing is also nav being promoted at a national and local policy leve following the
Foodand Farming Commisgon's report on the future of farming in the UK (Crown, 2002

* Processng.

An increasing amount of organic foodis being processed and the estimated value of the market at
this level has increase by 18% in the last year to £721IM (Soil Asociation, 2002). The processng
market for organic vegetables, however, remains relatively small at 5% of the overall market,
with aretail value of £7M. The slow growth o the processng market has been put down to lack
of availability of organic registered processng facilities. It is related to demand as it is argued
that consumers assciate organic with fresh vegetables and therefore do nd go orto buy
processed ores. The organic vegetable processng market in the UK is largely made up of pre-
packed salads and frozen peas with smaller amounts of potatoes and bedroat and dher roats
crops. As the market has grown so has competition, resulting in falling prices, which in many
cases do nd cover cost of production for UK growers. In the conventional market processed
vegetables are largdy imported and the organic market has foll owed this pattern.

4.2 Growth inthe UK area of organic vegetable production

4.2.1 Introduction

Degspite the rapid growth in the demand for organic vegetables, there has been time lag dday in
theincreasein UK suppy. Thereforeinitially alarge proportion d theincreased demand was met
by imports, reported as meding 60% of the UK market for vegetables in 2000 (Hamm et al,
2002 or as high as 85% when combined with fruit (Soil Association, 2007).

The Henry Doubleday Research Assciation 1C



The UK Organic Vegetable M arket
Figure5: UK area of organic vegetables and flowers 19972001
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Souce Sdl Association (full table in appendices-Table 9)

4.2.2 Driversand constraintstoincreasesin UK production

The high demand for organic vegetables in late 199G resulted in relatively high ‘ price premiums
of 20-200%, over those paid for conventional produce, available for organic produce, enabling
good financial returns to be obtained by organic vegetable growers (HDRA, 2000. This
encouraged existing aganic growers to expand production and for conventional growers to
convert. In addtion the supermarkets were pressng the growers, which supgied them
conventionally, to convert and supdy them with arganic produce. The more rapid increase in the
area of organic vegetables experienced in 2000and 2001is also probably also linked to the fact
that in April 1999 the UK government increased the payments available for organic conversion
from £250ha to £450ha, which acted as an incentive to further conversions. These are some of
the drivers, which led to an increase in the number of conversions.

The initial slow response (9-15% per annum) in the increase in UK suppy during the late 199G
mainly be eplained by the two-year conversion period, which is required before organic
production can begin, thus ddaying gower’s ability to respond rapidly to med changes in
demand. Some other constraints to growers converting to arganic vegetable production included
the uncertainty of how they would control weels, pests and dseases in arganic production
systems and also the higher ‘costs of conwersion that vegetable growers have to incur, in
comparison with conversions to ather organic farming systems. These costs are mainly related to
taking land aut of production curing the conversion phase and the subsequent loss in income
during this period, the more intensive the production system is, the higher the conversion costs are
likely to be. (HDRA, 2000
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Table 3: Summary of driversand constraintsto increasesin UK organic vegetable
production

4.3

Drivers Constraints

» Highcosts of conversion

» Lack of information onthe impact of
conwversion onthe farm finances

» Uncertainty of technical aspects of organic
systems

» Pricepremiums

*  Supermarkets presaure

* Poo returnsin the conventional sector
» Higher organic aid paymentsin 1999

Crop data

4.3.1 Overall

From data collected for this dudy, the total market for UK organic vegetables is estimated at
102000tonres, with aretail value of £143M, of this 60,000tonres, 57% (by volume), are grown
in the UK When measured by value (£) the level of UK sdf- sufficiency is 52%, with a retail
value of £74M. The value leve is lower than the volume measure due to the fact that overall
imports are of a higher value. The market (Figure 6) is dominated by potatoes at 40,000 tonres
(retail value £30M), roats crops are 28,00Q (retail value £39M), green vegetables 15,000 (retail
value £34M), salads 473@ (retail value £13M), and protected crops 14,643 (retail value £32M).
For full details on 25 crops sesection 0. The organic vegetable market represents 3% of the total
market for vegetables (4m tonres). (Fresh Produce Consortium, 2002. The estimate of the retail
value of the organic vegetable market arrived at from this gudy compares with a value of £105M
made by TNS. The difference can be eplained by TNS's much lower estimate of the whdesale
and drect sales, at atotal of 7% of the market.

Figure 6: Breakdown of total UK organic vegetable market into main crop groups by
volume (t)

Protected crops
14%

Salads
5%

Potatoes
39%

Green veg*
15%

Root crops
27%

! Green vegetables contain brasscas, peas, beans, courgettes and sweetcorn

Overall 57% of the total vegetables are grown in the UK. Within the group 626 of potatoes are
UK grown, 57% of roat crops, 58% of green vegetables, 55% of salads and 50% of protected
crops.
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Figure 7: Total' organic vegetables market by crop group and UK share by volume (t)
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4.3.2 Individual crops

Although 57% of organic by volume is grown in the UK, a detailed crop by crop investigation
reveals the wide range of sdf sufficiency leves, this ranges from 96% for swedes to 7% for
aubergines. For details of all crops seappendices sction 10.

Figure 8: Percentage UK sourced for seleded vegetables (by volume)
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4.3.3 Areasfor individual crops

Tonreges packed and sold have been trandlated into crop areas (hectares) using typical packed
yields per hectare. This data has been cross referenced to the organic certification bodies area
data which is collected by crop group, e.g. potatoes, roas crops, green vegetables, salads and
protected crops.

Figure 9: UK area (hedares) for seleded crops
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For full detail s of crops seeappendix 10 this data refers to packed andmarketed volumes.

4.3.4 UK crop areasand farm gate values of organic vegetables

These figures are estimated amounts produced on the farm and have been derived by adding
amounts of estimated pack hause and farm gradeouts, produce unsold and amounts saved for seed
to packed vdumes $hown in appendx 10.3 An example for Potatoesis shown in the table below.
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Table 4: UK crop areas, tonnages and farmgate values of organic vegetables

Crop Area (Ha) Tonnes £l Farmgate value (£)
Potatoes 2520 35,000 270 9,450,000
Carrot 375 9,000 275 2,475000
Onions 200 3,000 300 900,000
Swedes 100 1700 250 425000
Bedroat 120 1800 250 450,000
Parsnip 75 1125 540 607,000
Other roats 50 500 350 175000
Leeks 200 1,200 960 1,152,000
Cauliflower 175 2,000 600 1,200,100
Cabbages 275 4,000 500 2,000000
Broccooli 325 1,500 1020 1,530,000
Other green veg. 200 750 1000 450,000
Fresh peas 120 400 600 240,000
Fresh beans 50 200 1200 240,000
Protected crops 33 7000 1500 10,500,000
Salads 220 2600 1000 2,600000
Others 50 500 750 375000
Tota 5088 72,275 34,769575

UK marketed arganic potatoes. 24,463t. Volume unmarketed on aganic market: 5,000tonres, saved
for seed 5,000t. Total tonres grown =35,00Qt

4.3.5 The 2001702 marketing season

The 2002702 marketing season hes been described as ‘difficult’, ‘challenging and ‘disastrous’ by
the various packers, whoesalers and gowers contacted as part of this gudy. Thisis probably the
first time oversuppy of organic vegetables has been reported, and this resulted in some produce
being ploughed in (lettuce, and cabbage), others nat being marketed (potatoes), or sold on
conventional markets at lower prices (other brasgcas). Many crops were oversupgied at some
point of the season. The main cause was the rapid increase in supdy of organic vegetables. The
area of organic vegetables increased by 44% from 1999to 2000and by 26% from 2000to 2001
This was combined with an increasing suppy of imports, due to long term commitment with
overseas apdiers, and with a slowing davn in the rate of increase in demand for organic
vegetables, from 44% in 2000to 18% in the 2001

As the market had been gowing rapidly the supermarkets were unable to provide clear
programmes of volumes to grow for their supgiers, the packers. This often left the packers
having to estimate quantities to be grown for the season and this led to over programming. During
the season many new packers began supgdying the organic market, further adding to the
availability of produce. Newly converted gowers also gew speculatively without a planned
market, and then were surprised that a market for their produce did nd exist. The supermarket
trade soon became oversupgied and gowers off loaded produce on to the whaesale markets,
causing rapid decreases in prices and saturating this already small market. A lot of trust and
confidence was lost between growers, packers, whdesalers and supermarkets during the season,
which will take some time to restore. There is clearly a neal to improve co-operation and
communication alongthe supgy chain.

Many gowers and supdiers in the EU have been increasing their levels of production in the past
few years, some specifically to supdy the UK market. Some produce, especialy the staple
products, have also bean in oversupgdy in the EU. One packer spoke of ‘the EU being awash with
organic carrots'.
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4.4 Comparisonswith the EU organic vegetable mar ket

4.4.1 Introduction

Some statistical and econamic data on aganic vegetable production and markets has been
collected from other EU countries. What is presented here is a summary and orly contains data
from 200Q data for 2001 was nat available for comparison with the new data from this gudy.
Statistical data collected from European countries $hows that production d organic vegetablesin
the UK. (

Table 5) is dightly higher than average (approximately 8.3% of the EU total). In the UK the
growth in sales of organic vegetables rose by an average of 18% per annum between 1993 and
1997 (Michdsen, 1999 as opposed to the EU average of 33%. This dudy shows that between
1997 and 2002 the growth rate in sales in the UK expanded to an average of 30% per annum,
showing that the UK market initially grew slower, then caught up with aher EU countries.

Table 5: Organic production of potatoes and vegetables in European countries,

2000(t)

Country Potatoes Vegetables

Austria (AT) 30 000 32 000
Belgium (BE) 10 400 9 500
Germany (DE) 120 000 130 000
Denmark (DK) 30 000 33 850
Spain (ES) nd' 59 493
Finland (FI) 8 100 9 000
France (FR) 40 000 100000
Greece (GR) 220 10 000
Irdland (IE) 4 600 1700
ltaly (IT) nd' 52 375
L uxembourg (LU) 200 20
Netherlands (NL) 21 000 83 000
Portugal (PT) nd' 7 825
Sweden (SE) 27 306 17 529
United Kingdam (UK) 34 500 40 500
Aveage 26,360 39,119

Souce Hammet al, 2002

This breakdown ill ustrates that Germany produces the most vegetables followed by France, the
Netherlands, Spain and the UK, in descending ader. The situationis smilar for potatoes with
Germany producing the most, ahead o France, the UK, Austria and Denmark. However the
quantity of production comparative to consumption reveals a diff erent picture.

Figure 10 shows that relative to aher European countries, the UK has the fifth highest production
but the second hghest consumption levels. Moreover the UK is the only country where
production vdume is lessthan half the leve of consumption as, other countries siow more co-
ordinated levels of consumption and production.

! The figure for potatoesisincluded in that of vegetables.

The Henry Doubleday Research Assciation 16



The UK Organic Vegetable M arket

Figure 10: Production and consumption of organic vegetablesin Europe, 2000(t)
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Souce Hammet al, 2002

These correspondng levels of production and consumption are reflected in sdlf-sufficiency figures
(Figure 11). The UK has the lowest leve of sdf-sufficiency in both vegetables and potatoes
compared to aher EU countries where as Sweden is nearest 100% in both vegetables and
potatoes and the Netherlands are over 250% sdf-sufficient in vegetables so clearly has export
potential. Europe wide, in 200Q production exceaded consumption in both potatoes and
vegetables, by 56,491 and 60,885 tonres respectivdy (Hamm et al, 2002. Thus the EU had
potential to export, it is likely that a proportion d these volumes were sold onthe conventional
markets. Therearealso likdly to be seasonal surpluses and dficits.

Figure 11: Degreeof self-sufficiency in organic vegetables and potatoesin 2000(%).
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Data Souwce Hamm U 2002

It has been suggested that the level of domestic market development depends to a large extent on
the marketing autlets for organic produce. Figure 13 ill ustrates these sales channds for EU
countries. The UK clearly has a high proportion d sales through supermarkets, as do Sweden,
Portugal, Finland, Austria and Denmark. Yet, the Netherlands export organic vegetables but
their main retail outlet is gecialised arganic food shops. Germany is an exception as it has the
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biggest organic market but sales are mainly direct or via specialist organic food shaps rather than
supermarkets.

Overall the information dotained from other countries (Table 6) confirms ome of the findings of
this dudy that in some EU countries, like the UK and Germany, supgy in certain sectors, does
nat fulfil demand. Consequently, these countries are major importers and have a high share of
organic consumption with a large share of organic sales through supermarkets, relatively low
consumer premiums and prices and the organic labe is clearly identifiable and wel known.
Conwersdly, other countries, for example the Netherlands, Italy and Spain, have weak domestic
markets and therefore rely onthe export of organic vegetables. These countries have a low share
of organic consumption and so their small-scale organic market canna benefit from econamies of
scale. Consumer studies ow that price remains the most important barrier to purchase,
addtionally there is often a lack of consumer, processor and retailer awareness about organic
farming. Most organic markets in the EU are still very small despite vegetable markets having a
relatively high share of organic products being sold as organic. Due to the particularly low levels
of sdf-sufficiency in the UK and the strength o the pound it is easy to understand why ather EU
countries are keen to export their organic produce to the UK. This also allows exotic and
unseasonable supdy of organic commodities, however it may na encourage the UK to increase
domestic supfy and to compete with cheap imports.

Figure 12: Sales channelsfor vegetables, 199799 (%)
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Table 6: Driversand constraintsto the development of European country organic

markets (not just vegetables).
Country DRIVERS CONSTRAINTS
Intensive promotional activiti es by food
retailers. Climate restrictions.

AT Farmers negotiate prices with buyer not Lack of consumer trust in certification methods.

packers.

Low distribution costs.

Joint promotional projed with campaigning Low dor_nestlc sgppy SO most processng in
conventional units.

BE on TV, bodks and posters. . .

55% of people do not recognise organic
Food scares.

products.
Union of the organic food industry . .
developed in 2002t help form quality 2% consumer recooniion of g 'ablf"

DE asaurance systems, improve the Sgpr_armar ets only recently entered market.
communication structure and influence Limited avallabl!lty. -

S Costs of conversion not covered by subsidies.
policy in areas sich as CAP.
Uniquein having official set of regulations,
singlesymbad & state undertakes Over supdy in cetain sedors.

DK inspedions. Bulk of purchases by small % of population.
100% consumer reaognition of organic 25% of consumers never buy organic food.
label.

A ,f[;ﬁi‘;gﬁﬁfj;ﬁg;ﬁzg’fs andweeds. |, i erse growing conditi ons (frost, drainage).

) Domestic demand not met by production.

rr | Stetelabel launched in 1985 Financial support only when converting.
High demand Limited range and avail ability of organic goods.
Majority (60%) of salesthrough spedalist Water isamajor limiti ng factor.

GR shops. Recant introduction of organic farming.

Main organic products are olives, olive all Negative attitude to arganic agriculture.
and wine, which are demanded for export. Very high pricepremium in supermarkets.

T Market growth has been very strong thus Small-scale processng & inefficient distribution
multi ple retail ers devel oped the market. cause large premiums on processed goads.
Organic veg acoounts for half veg
production. Bias to mixed arable-grasdand farms with dairy

LU The state @versinspedion costs for COWS.
producers. No national standards for organic production.
Highest EU per capita consumption.

Umbrell a organisation proteds organic
Interests. . : . Proposalsto stop conversion schemesin 2002

NL _Interests_and dvidendsfor private investors Lack of coordination of market players,
in green investments are not taxed. ; . .

) . Expedations that farm gate prices will fall.
Organic farms digible for tax-free
allowance
Traditional farming similar to arganic so Unfavourable soil s and climate.

BT €ases Conversion. Disorganised marketing sedor.

Hesalth and environment conscious Rivalry among representatives of organic
population. movement.
Increasing consumer awarenessof food Bulk of purchases by small % of population

UK safety and environmental isaues. Over supdy in some sedors
43% of consumers buy organic food for the | Different certification standards cause
taste competition and lessintegrity.

Cold winters inhibit pests. A Lack of support for market development

SE ?/glslell)orgam%d sedor (1 certification & Wesk consumer knowledge about organics
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Common standards, certification and label. Falling producer prices compensated for by
CH Consumer confidence higher subsidies.
Domestic demand increasing 20-30%/yr. Low avail ability in retail chains.
NO Long cold period inhibits diseases and pests. | Very cheap N fertili ser.
Trend towards marketing via supermarkets. | Imports from southern EU comparatively cheap.

5 TheAvailability of UK Organic Producethrough the Seasons

The average UK sdf-sufficiency level for all the vegetables is 57% by volume. One of the
objectives of the Government’s Organic Action Plan for Engand (DEFRA, 20032 is to encourage
Endlish producers to suppy a greater proportion d the primary produce consumed damestically.
The action plan intends to help British producers to suppy the organic market at least at similar
levels to the conventional market. For vegetables thisis currently 71% by volume (Fresh Produce
Consortium, 2002). Packers and whdesalers contacted in this gudy indicated that there is
potential to increase UK suppy by 10-15%, this would enable the target to be reached.

The general conclusions from this dudy are that for many crops UK produce is sourced for two-
thirds of the total market during the main season and that imports are used when UK produce is
‘out of season’ (Figure 13). For the staple crops uch as potatoes and carrots UK produce s main
season is September to December and for green vegetables such as cauliflower, calabrese and
salads the main seasonis dune to September. The challenges are firstly, to increase the UK share
in the main season, and this can be achieved by greater attention by growers to quality, continuity
of supdy, and in some cases, at a price which can compete with imports. In turn the UK retail ers,
packers and whdesalers must be encouraged to be committed to sourcing UK produce. The
second challenge is to increase UK production at the margins, or ‘shoulders of current
production periods.

Figure 13: Monthly breakdown of use of seleded” UK and imported organic produce

Typicd monthly breakdown of use of UK and imported® produce
Apr | M Au
e

Sep | Oct

-

Lettuce NN NN

Aubergine

Keyr—] Mainly UK sourced gggg Mainly imported mMixed UK and imports

1 Monthly breakdown relates to main crops carrots. 2 All 25 crops are shoawn in appendix 3

3 Crops are imported from Germany, The Netherlands, France, Denmark, Span, Israel, Portugd,
Italy, Souh Africa, Tunisia, Belgium, Zimbabwe, Kenya, USA

This sction sets out to assess the availability of UK organic produce so that this can be set
against the level of imports. It is clearly understandable that produce is imported where it cannd
be grown in the UK or where it is unavailable because it is ‘out of season’. It is reatively
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straightforward to assesswhen a range of vegetable crops is avail able for harvest but the position
vis-a-vis the market is nat that simple.

A range of sources has been used to compile the data for this sction. DEFRA Horticultural
Statistics have been used to develop a picture of availability of conventional home produced
vegetables on the whdesale markets. This has been crosschecked against data from grower
guides, sea catalogues and NIAB lists. DEFRA data on vegetable prices and monthly quantities
have been used to assessthe degreeto which the market is supgied. As a general rule erly and
late crops have a significantly lower degreeof market penetration than mid season.

Many crops are grown as earlies and maincrop, and very often the erly crops need asdstance
such as fleece covers as in the case of carrots and potatoes. The yidds are often lower as growers
jugde the yidd/return balance — the earliest crops often achieve goodprices but at the expense of
lower yields. The prices of early and late season crops can compromise their acceptability in the
marketplace especially where imports are available at lower prices.

Many crops can nowv be stored for considerable periods without unduly compromising quality.
Storage can take several forms ranging from field storage under straw for carrots to cold storage
for potatoes (HDRA, 1997). The net effect of storagein its various formsis to extend the season
of availability as opposed to the season d fresh harvest. While the techndogy is well establi shed
there can be some barriers to storing aganic aops. One of these relates to quantities — many
existing stores are quite large and it will clearly na make econamic sense to put 10 tonres of
organic aop into a 100tonre store. As arule bulk stores canna be shared between arganic and
conventional crops < there would be space equivalent to 90 tonres that would have to be paid
for. It is possble to share box stores providing very strict protocols are in place for product
separation and traceability. Stores that are routingy subjected to chemical treatments may na be
suitable.

The other complicating factor is that of organic seel. The present derogation, which allows
growers to use nonorganic seeal, comes to an end at the end of 2003 There are presently good
avail ability of organic seal for lettuce and bedroat, but limited stocks and range of varieties for
other crops, particularly of commercial standard varieties. The continued transition to the use of
organic seed may in the short-term limit the expansion d UK production.

A fundamental underlying assumption used is that we are dealing with experienced conventional
growers who have ettered the organic marketplace and established arganic growers who are
suppying the supermarkets. The techniques used to extend the season reed a degreeof additional
investment and expertise. Small er scale intensive growers suppying local and whaesale markets,
use a variety of different techniques to extend the season, which dften can na be replicated ona
larger scale.

5.1 A crop by crop review

All packers and whdesalers were asked to indicate on the data input sheds (appendx 10.2) when
during the year they sourced produce from the UK, when they used imported produce and when
they used both. Figure 13 shows a general outline of the seasons for a sdection d vegetable
crops.

This sctiontakes a brief look at each d the crops to evaluate the avail able techniques and assess
the potential of each crop to reach the market penetration d its conventional counterpart. These
comments apply to fresh sales, thereis potential for supdying the processngtrade but thisis less
time sensitive.

5.1.1 Potatoes
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For main crop potatoes, 65% are sourced from the UK and for early and salad types 55%. The
market especially for main crop potatoes is well supgied. There was an oversupgy of organic
potatoes in the 20002 season as an estimated 5,000 tonres of organic potatoes were grown, but
gither nat marketed arganically or used as animal fead. Oversupdy has occurred in previous
years during September to December. As the overall supdy has increased over the past few years
so has the quality of potatoes required by the market, with special attention to goodskin finish.
The inability to market organic potatoes often stems from poar quality potatoes coming from
growers with insufficient experience and poor quality onfarm storage. On the other hand good
quality potatoes required goodsoil types, preferably silty loams. There is dill alack of varieties
suitable for long term storage (Greenvale; personal communication, 2001). There is a shortage
of good early potatoes, although the preference is for set skinned varieties, however the erly
potato market is remarkably volatile with keen competition from imports.

On the conventional market the UK is 93% sdf-sufficient. Approximately 4 milli on tonres of the
conventional crop are stored annually. Some 40% of these are treated with sprout suppressants, a
proportion that is falling as companies rely more and more on cold storage to cortrol sprouting
and reduce residues. The techndogy is established and aganic potato traders are taking
advantage — the market for maincrop potatoes is mainly UK sourced for nine months of the year.
The difficult months are April and May where sprouting is much more difficult to cortral through
temperature control alone — there are usually good supgies of imports of new potatoes at this
time of the year.

5.1.2 Carrots

For organic carrots, 65% are sourced from the UK, whilst approximatdy 87% of the
conventional crop is ourced from the UK. There would therefore seam to be opportunities to
increase UK suppy, especially for early and stored crops. Carrots are a crop for which storage
techniques are well developed. Much o the crop is gored in the fidld sometimes with ainsulating
of straw to prevent frost damage. The larger growers have applied this expertise to the organic
crop to the extent that the market is mainly UK supgied through to March. A major problem is
maintaining skin finish from long term stored carrots, which have difficulty keeping a bright
finish that consumers prefer and which imports of new carrots will have. There are also some
diseases to be aware of such as cavity spot. For this reason it may be unreglistic to expect UK
sdf-sufficiency of organic carrots to reach conventional levels. It is possble to produce erly
carrots under crop covers or in polytunnds but the problem in supdying the late spring and early
summer market is more econamic than technical. As with many crops the reatively low yields
and pest/disease isaues push up the costs to the point where the crops canna compete with
imports.

5.1.3 Onions

For organic onions, 33% were sourced from the UK in 2002 Conwentional levels of sdf-
sufficiency are 61%. It is technically possble to supdy more onions to the market but import
prices are very competitive for most of the year. The use of over-wintered orions enable an earlier
crop to be grown. Onions can be stored in ambient air stores until March and in cold stores until
May, though longterm storage of the conventional crop often relies on chemical asgstance. The
evidence of the survey shows that UK organic onions had the majority share of the market in
March but that imports dominate from December to February. This suggests that crop is retained
in store in the hope of getting a better price — this is important because the price presaures are
higher for onions than for most of the other vegetable crops.
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514 Leeks

UK grown arganic leeks had 85% of the total market. Conventional levels are at 95%, with the
UK now suppying all months except May and June. This crop still has a strongseasoral €ement
in terms of market supdy though they can be found onsupermarket shelves for much o the year.
Use of appropriate varieties, combined with gasshouse-raised transplants can be used to extend
the season. Leeks are nat normally put into storage in the UK though this is possble at the end d
winter. Thisisamajor factor in the high penetration d the market by UK organic leeks.

5.1.5 Swedes

UK organic swedes hdd 96% of thetotal market. This is anather crop that is generally harvested
fresh from the field with any storage focused onthe shart term. There appears to be little scope
for increasing supgy through import substitution, as there are few imports to substitute.

5.1.6 Bedroaot

UK organic bedroa had 62% of the total market. It is thought that much o this goes for the
processng market. Bedrod are often field stored ar clamped to ensure cortinuity of supdy. The
UK organic aop dominates the market from August through to March. It is theoretically
posgble to extend this into April using cold storage but the econamics would have to be carefully
examined.

5.1.7 Parsnips

For organic parsnips, 57% are sourced from the UK. This is anather fidd stored crop that is
dominant during the winter months — there could be some potential for supdying the market in
September, though the market itsdf isnot large at that time of year.

5.1.8 Turnipsand other roots

UK Organic turnips and dher roats hdd 39% of the total market. These are again crops that are
seasonal in terms of the UK though there tends to be product on the shelves all year round. They
are nat normally stored and donat hdd well in the ground. There should be some potential for
producing crop earlier in the seasoni.e. before August and later from January to March.

5.1.9 Cauliflower

For organic cauliflowers 64% are sourced from the UK. The UK climate and vaeriety avail abili ty
allows all year round production though this has nat prevented the conventional crop slipping
from 91% in 1991to 64% in 200Q This is actually the figure for organic cauliflower that has
been determined by this survey and would suggest that further import substitution may na be
possble. Some oversuppy of summer cauliflower was reported in the 200702 season, and this
appears to have been sold onthe conventional market. That said there is potential especially for
the winter crop though the normal factors such as quality and especially continuity apply. Crop
losses due to pest and dsease problems are more likdy at the difficult times of year though
organic production is succesdul in the favoured areas of the country such as Cornwall. The
production d winter cauliflower is threatened by the organic seed restrictions, since there are very
few organic varieties avail able.

5.1.10Cabbage

For organic cabbage 69% are sourced from the UK. This crop is also produced all year round
thanks to a wide range of varieties and conventional production is gable at around 94% of the
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market. Organic production has ome way to gobefore it reaches this figure though there are no
insurmountable reasons why the UK supdy should cortinue to increase. Pest and dsease
problems will play a part though it is also a question d matching supdy to demand — some
organic cabbage crops were ploughed in during 2001 kecause of oversupdy mainly during the
summer.

5.1.11Broccoli

UK Organic brocooli hdds 47% of the total market. UK production d brocoli or calabrese tends
to daminate the market during the period July to September while imported supgies are the main
source from December to May. It isadifficult crop to grow during this latter period, asit is frost
sensitive, and imports will continue to hdd sway. There is ome potential for increasing UK
production in June, October and November — this will depend ongood management, reasonable
weather condtions and continuing development of appropriate varieties. Longterm storageis not
considered to be a viable option.

5.1.12 Peas and beans

UK Organic peas hdd 52% and beans of 31% the total market. Much o the market for peasis
satisfied by the frozen product though interest in fresh peas has dayed fairly stable over the last
10 years. UK organic peas dominate the market during their season and there does sem to be
much potential for expansion. Much the same applies to fresh beans though it is more a question
of type—we are goodat the traditional varieties but rely onimports for the more exatic types.

5.1.13 Lettuceand other salads

For organic lettuce 61% and dher salads 57% are sourced from the UK. These are in good
supdy between June and September. Conventional UK market share is 69% (Outsider’s Guide,
1999, with avail ability from May through to October. There is potential to extend the open field
season as happens in the conventional crop but pest and dsease problems become more acute at
the beginning and end d the season. The exly crop can suffer badly from pest problems (slugs,
leatherjackets, etc.) while mildew is the main problem in the late crops.

5.1.14 Courgettes

For organic oourgettes 35% are sourced from the UK. Surprisingy UK organic production o
courgettes is in the ascendant for only two months (August and September). Greater use of crop
covers sould help to increase July production and later plantings to address the suppy in
October should be considered.  Significant increases outside the summer period are nat possble
becauseit is nat frost hardy and is nat viable as a protected crop.

5.1.15 Proteded crops

For organic aubergine 7%, cucumbers 43% (conventional 64% -suppdy from February to
October), tomatoes 54% (conventional 27% - suppy from March to November) and peppers 10%
are sourced from the UK. In general terms the summer market is well supgied between the
months of June and October with the exception d peppers. Glasshouse production d these crops
is smilar in many respects to the conventional crop though the major difference lies in the
nutrient supdy to the plants. Conventional crops are generally grown in systems where nutrients
are suppied as a solution in water — this means that growth and fruit set can be cortrolled
throughaut the growing season. Organic systems by contrast have to rely on biological processes
in the soil and as a general rule crops tend to get going more slowly than the conventional
equivalents. The crop is often finished soorer because there is more to doin cleaning aut and
addng aganic material to the soil — a period d time is nealed before nutrients are minerali sed
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from the inputs. There must be some potential for increasing the organic pepper crop though
imports are very competitive in price terms.

5.1.16 Herbs

UK Organic herbs hdd 40% the total market. This is clearly a very general area in which UK
organic crops are available from July to October but nat dominant. It should be possble to
increase market share of the more common herbs during this period though some of the problem
could relate to marketing. There have been instances of organic herbs remaining in the fied
duringthis time.

5.1.17 Conclusionson increasing the levels of UK production

The results of this gudy show that for many arganic vegetables domestic productionis below the
conventional level of sdf-sufficiency, this indcates that there is potential to increase UK
production to substitute imports. There is potential to increase production in the main season,
which, can be achieved by better attention to quality of production and storage, better continuity
of production and at prices, which can compete with imports. It is possble to extend the season
by both more erly and late production, although this is a more risky time for growers to produce
the vegetables, and when rutrients may be less easily available and pest and dsease presaire
more severe. It is also a time when the competition with imports is most acute. In practice it may
not be possble to achieve conventional levels of sdf-sufficiency especially when longterm stored
crops may na achieve acoeptable skin finish levels. In the end it has to be econamic for farmers
and gowers to produce organic vegetables and decreasing levels of returns, which declined by
20-25% in the 200702 season (HDRA, 20032, will nat help this. Growers will only cortinue to
expand UK productionif there are econamic returns to be made.

The leve of sdf-sufficiency in conventional vegetables has been used as a benchmark for the
level of organic sdf-sufficiency. Yet, it has been identified that the leve of conventional sdf-
sufficiency is decreasing thus it may be questioned whether such a leve should be used as a target
for organic markets. The table below ill ustrates the varying levels of UK sdf-sufficiency for
selected arganic and conventional vegetables.

Figure 14: Total UK organic and conventional self-sufficiency in seleded vegetables (%
volumein 2007
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Totol M7 66

Leeks 95

Peas l;?‘ ‘ 195

Cabbage *ﬁﬂ_‘_‘) 4
Potatoes (main crop) M_‘_DS

Carrots 87

Onions 61

Celery H% 6
—

Potatoes (early)

crop

Beans

Caultiflower

Lettuce

.Tomatoes $5
s L

Data source organic figures fromthis gudy; conventiona figures calculated from DEFRA 2002

6

6.1

Future

Overall market future

The organic vegetable market operates within the backdrop of changing damestic and worldwide
market condtions hence there are a variety of factors that interact to shape future situations
including changing consumer trends, potential of food scares, EU enlargement, climate change,
war in Irag, policy alterations and econamic depresson.

Within the EU the overall political and econamic dimate has broadly favoured the deve opment
of organic farming, and this may cortinue as the Common Agricultural Programme (CAP) moves
more away from production to environmental support programmes. It is interesting to reflect on
the posgble future of the organic market within the EU. Zanilo et al (Table 7) envisage 5
potential scenarios, which range from what they term ‘Gloomy liberalisation whereby trade
barriers are further reduced in World Trade Organisation (WTO) negatiations and then market
support programmes dismantled. Also the ‘World Trade Boom' scenario shares a common
hypothesis of deregulated econamic policy, showing the worst performance for both arganic
demand and supgdy. ‘Organic Paradise and ‘ FortressEurope are the two scenarios $owing the
best results in terms of organic farming, and they share a similar approach to econamic policy
and international trade policy, where the EU ingtitutions maintain an active role concerning
agricultural policy.

Nore of this considers EU enlargement, which is currently ore of the biggest concerns for farmers
within the isting EU countries. Enlargement comes with many threats, nat least the prospect of
a barrage of cheap imports from the east. The threats are real, but so are the positives too. The
first is that embracing the region will add 100m consumers in the EU. They may na be the
weelthiest, but so far the west has been much more succesgul in increasing food exports in an
easterly direction. Previous enlargements have also shown hov over time production costs
equalisein the EU. However, in the shart-term enlargement will come with a price tag.
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Table 7: Zanoli’sfive scenarios for the future of the EU organic market by 201Q

Development of organic

Scenario Trade policy Agricultural Policy mar ket
. N Slackening d EU & state | Depressve. Product
Unre_;trallned intervention & substantial | deterioration & lower standards
Gloomy | globalisation deregulation. Removal of | so  arganic roducts nat
liberalis- | reduction d trade barriers < 9 P

ation (EU  experiences dee

econamic aisis).

income support and
cancdlation d agro-
environmental programmes

perceived as qualitatively better
than conventional. Deleterious
to both supdy and demand.

a) Regulated increases in
trade liberalisation so there

CAP cut back so that farm-
gate prices are aligned with

Consumers acoept the increase
in international trade without

World |18 @ increase world market prices. shawing alarm about imports of
international trade. P GMOs and cerived products
Trade . . .
b) Regulated increases in Use of controversial
Boom . " CAP cut back so that farm- . . )
trade liberalisation so there . . .. | techndoges in agriculture
. ) .~ | gate prices are aligned with
is an increase world market prices. generates concerns about food
international trade. safety.
NO ior  chan but Medium-low demand, medium-
0 mae 1ANGES high prices, low supdy and
. climate slightly in favour of | . )
Business No major changes organic farming although inadequate  processng  and
as-usual g g 9 marketing. Increase in suppy of

EU support is reduced
slightly.

intermediate substitute products.
No innowationin arganics

a) Agreament

WTO members.
globalisation  and

Fortress | techndogies.

reached
between EU and dher

spread o new farming

Increased spending onagri-
environment and Rurd
Deve opment Programmes

Profitability of organic farms
increases D production
stimulates  and increased
consumer confidence in arganic
quality thus demand increases
and proceswors and dstributors
are utili sed more

Europe

down in
liberalisation

b) EU policies nat acoepted
by WTO hence greater
globalisation and a slow
market

Some measure maintained
by EU for supporting
farmers and specific aids for
organic farmers

Farm gate prices fall as suppy
increases, the market continues
to be niche as closer cortrol of
innowations in agriculture cause
lessconcern about their possble
harmful eff ects.

liberalisation and

Organic prices

Par adise

a) Low degree of market

Favourable to  arganic
farming. High and cgenera
support for organic farmers.

Higher  price levds for
agricultural commodities. Isaue
of quality become critical and
consumers econamic
expectations grow with
increased interest in quality of
life and environmental issues.
Profit maximisation is nat the
only gaal for farmers but also to
protect the environment etc.

b) Less

lower prices

market
liberalisation than a) and

Favourable to  arganic
farming. High and cgenera
support for organic farmers.

Lower price levds for
agricultural products.
Intermediate products maintain
their competitiveness

Souce Zandi et al, 2000
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6.2 The UK market and potential for UK growers

The organic vegetable market is currently growing by 10-15%. This dow down in gowth is
comparable to what is happeningin aher EU states. The market for organic foodappearsto bein
a new stage of its development and is dominated by a core of ‘committed consumers. These
consumers have a high level of awareness of the benefits of organic food and farming. This
‘committed’ 8% of organic buyers accounts for 60% of the market value, the remaining 92% of
organic consumers ‘ the dabblers' purchase 40%. (Soil Association, 2002 Thus it may be
asuumed that the most potential for UK market growth lies in identifying haw to convert the 92%
of consumers who dabble in arganics and encourage them to buy more frequently. In addition, on
average, organic food accounts for only 1.1% of organic buyers grocery purchasing. If this
average organics consumer spend on a@ganic food could be increased to 1.5% of their total
grocery purchasing the total organics market would increase by 34%. This could be achieved by
encouraging the average organic consumer to spend an additional £10 of their annual grocery
budget on aganic food

Furthermore, although the total vegetable market (including conventional) is relatively static as
the consumption d vegetables per person reduces, the chill ed and prepared sector is increasing at
about 40% per annum and so, organics could further penetrate this to expand the market, this
may also capture buyers from groups who do no usually purchase organic commodities. There
is increasing concern about healthy lifestyles and chemical residues in foodstuffs, this may be
further influenced by developments in the National Health Service as people believe they have to
take care of their own health and the state will no longer provide. Organic vegetables are in an
excdlent position to addressthese concerns, nornethelessthey are expected to taste andlook good
Conwersdly, this may cause a discrepancy between arganics being perceived as fresh and nd
processed; despite this consumers have been expanding their range of organic purchases.

As 70% consumers prefer to purchase UK produce (Hughes, 2002 it appears that there is also
potential for UK farmers to increase the supdy of more organic produce. In addtion comfort and
trust can be sought in regional and local heritage and tradition so there could be scopeto develop
regional organic supdy such as through expandng box schemes and farm shops. Moreover the
high level of imports suggests there is scope to increase domestic production especially at certain
times of the season. There also appears to be scope to increase institutional demand for fresh
organic produce for examplein schods and haspitals.

The increasing damination d UK food retailing by the low price operators guch as Wal-Mart /
Asdais perceived as a threat to arganic growers, but their successin the UK has nat been such a
threat as previously expected. In the futureit islikdy that the large foodretail ers will reduce ther
dominance of the food market as more people increasingy eat out of home and shap by a wide
variety of means (Hughes, 2002.

It appears that there will be fewer opportunities for new supgiers to supermarkets, and foreign
supfiers have, to a large extent, cornered the processng market with frozen produce. However
the rapid expansion in eating aut suggests there may be opportunities in supdying catering
outlets, however thisis dependent on dscovering feasible outlets and forming relations with chefs.
Box schemes offer low but steady margins and drect communication with customers however a
range of crops are required and it can be difficult to focus on both production and marketing,
especially with the high consumer expectation d quality and service. The organic whdesale
market has broader specifications than the pre-pack market but requires a wider range of crops.
However prices are often agread before dispatch and nd subject to arbitrary promotions.
Producer satisfaction with the whoesale market is sid to be high thus it may attract more
producers especialy if the organic market grows, since whdesalers link producers and aher
outlets. This suggests that more specialists are required and that there is ope for further
innowation, processng and expansion d UK production.
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Hence producers wishing to expand their market could target the 93% of consumers who
occasionally buy organic produce and encourage them to buy more frequently, explore the new
markets of haspitals and schods, expand into the chilled and prepared sector, and/or focus
marketing onregional aswell as organic strengths.

The Farming and Food and Report of the Policy Commisson onthe Future of Food and Farming
in the UK (Crown, 2002, the so called ‘Curry Report’, is favourable to the development of
organic food farming. It recommends the development of a strategy for organic food production,
covering such issues as research, development, standards and marketing. The theme of
reconrecting farmers and consumers is one which arganic farming can perform very effectively
through its box schemes, use of farmer's markets and access to its farms through its
demonstration farm network. Organic farming should benefit from anather key recommendation
of the report, which is to encourage greater co-operation in the food chain through the new Food
Chain Centre. Ideally the food chain should be short, fast, transparent, seamless and
collaborative, too dten it is complex, price driven, cornfrontational, disointed and @aque
(Hughes, 2002. The government’s Action Plan (DEFRA, 2002 to deveop organic food and
farming in Engand has already begun to take some of theseisales forward and cevelop a strategy
for the organic farming industry. For example it will attempt to standardise ‘organic standards’,
to develop €ff ective partnerships and improve performance throughaut the food chain. It will also
seek encourage the development of the UK domestic suppy to match levels which are achieved in
the conventional sector. It should be noted that conventional levels of sdf-sufficiency in
vegetables have fallen from 77% in 1989to 71% in 200Q For thisreasonit could be considered
that levels of sdf-sufficiency for organic production should rise above current conventional
levels.

Farmers, policy-makers and dher market actors must react swiftly to the changing condtions of
the new environment that will evolve in coming years. But in ader to dothis, growers need a
clear picture of the market and knavledge about the suppy levels of crops at different times of
the year and precisdy where there are opportunities for innowation, processng and expandng
production. Hence there is a case for market information to be collected annually, so future
projections could be more easily and accurately mapped. However a conwversion time lag will
inevitably act to slow the response of farmers to changes in market condtions or consumer
behaviour.

In the future it is certain that all actors in the supdy chain from growers, packers, whoesalers
and supermarkets will have to be increasingy consumer focused. It is important for all to
research the market, to develop reationships with and understand yaur customers and what
produce they neel. To enable the market to gow all should be invdved in educating and
communicating to consumers the benefits of organic foodand farming. Finally nocrops should be
planted without first having a market, growing speculatively is damaging to the stability of the
market.

7 Conclusions
The main conclusions from this gudy are:

* Inthe past five years the market for organic vegetables has grown at an average rate of
30% per annum.

UK growers have responced to the growing market, and to higher conwersion gants
introduced in 1999 by nearly doubling the area of organic vegetables from 2400 ha in
1997to 5437hain 2001
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* Dueto thetimelag d the conversion period, much o this increase in suppy reached the
market in the 200202 season, at the same time as the rate of growth in the market was
beginning to slow down, which has resulted in oversupgy for some vegetables at certain
times of the year, natably potatoes, cabbage and lettuce in the 200102 season.

e The suppy problems were compounded by an increasing suppdy of imports, lack of
communication in the suppy chain and by over programming d production.

e 1n 200202 season the total market for UK organic vegetables was estimated at 103000
tonres, with aretail value of £143M. Of this 60,000tonres, 57%, are grown in the UK

When considered on a crop by crop basis, however, there are large variations of UK
market share, ranging from 96% for swedes to 33% for oniors.

« For the first time data has been dotained which shows the number of hectares of 25
different crops organic aops grown in the UK.

e Packers and whdesalers estimate that on average thereis potential to increase UK market
share by 10-15%, although there are again variations ona crop by crop besis.

» If this were achieved this would put organic production at similar UK market share levels
to that currently achieved in conventional productionin 200Q namely 70%, which is the
target set by the Endish gowernment’s organic action plan. It should be nated that
conventional production market share fell to 66% in 2001

* Nearly 70% of the vegetables are sold through multiple retail ers, with 15% sold through
whdesalers, 11% sold drectly by the growers and only 5% sold to processng adtlets.

* In oder to increase suppies UK growers will have to compete with imports on quality,
continuity of supdy andin some cases on price. Much o the challenge for UK growersis
to increase production at the beginning and end d the season, a time when there is
greatest risk from pest, diseases, poor nutrient supdy and uncertain econamic returns.

* Many EU countries have increased their levels of production to mee the growing UK
market, and for some crops thereis oversupgy at the EU leve.

* There are many positive drivers for the future growth o the market which is expected to
grow at 10-15% per year, including consumer’'s preference for UK  produce,
opportunities to suppy catering and institutional food autlets. Policy initiatives such as
the Curry report and the government’ s organic action plan are also all favourable to the
development of the organic vegetable market.

e There will be fewer opportunities for new supgiers to supermarkets, and foreign
suppiers have, to alarge extent, cornered the processng market with frozen produce.

e The market is dill small and winerable to fluctuations in supdy. There has been
downward pressure on prices in the past few years, in what is becoming a very
competitive market, leading to alowering d grower returns.
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Table8: SWOT analysis of the UK organic vegetable market

STRENGTHS

WEAKNESSES

Market growing by 10-15% per annum

Rising dsposableincomes

Scientific evidence of the health benefits of
eating vegetables

Comsumer concern about health, chemical
residues and the environment
Trust in arganics

More mature market

Direct routes to consumers expected to increase
Food mil es issue prominence

50% of babies are given arganic baby food
Growers with skill s and commitment
Government commitment

Strength o lobby groups such as the Sall
Association and Sustain

Supermarkets desire to sdl organic food

Small market size, reatively static vegetable
market, and slowing d organic growth

Small supermarket shelf space for organics
Low organic processng capacity

Complex, price-driven, digointed and gaque
supdy chain

Lack of market data

Small number of organic pre-packers

Domestic  ocontinuity of supdy and
avail abili ty

High prices

Unclear labdling

Few opportunities for new supgiers to
suppy supermarkets

Competition from foreign supgiers

Lack of national food culture

Lack of marketing skils amongst some
growers

OPPORTUNITIES

THREATS

Conwert ‘dabblers' and encourage ‘ committed’
consumers to spend more

Expand into chill ed and prepared sector
Explore and increase institutional demand
Substitute imports

Deveop regional marketing

Rapid expansionin eating autside the home
Nove crops

Innowation

Co-operation amongst farmers

Increase pubic awareness

Tdl story of organics/farm in market place
with product

Foodscares

Ageing population

The ‘Curry report’ and the Organic Action
plan

‘Five-a-day’ initiative

Globa and European econamic,
environmental and political circumstances
Changing consumer demand

Intermediate standard products and GMOs
Domination d the market by multiples,
especially low price operators.

Disconrection d consumers with agriculture
Policy alterations nat considering effect on
market

Fragmentation d organic standards and
certification

Over supdy

Excessveimports

Cortinued reduction d suppiers (packers)
within foodchain

Continued reductionin prices for growers
Lack of organic seal
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8 Reommendations

8.1 Palicy makers

There is a potential to increase UK market share, and to suppy the growing aganic
vegetable market, by increasing UK suppy of organic vegetables in the main season and also
at the beginning and end d the normal marketing season. In arder to achieve this it is
recommended that policy makers:

Cortinue to set an effective framework for the dfective functioning d markets. As
part of this there is a need to communicate organic standards to consumers as well as
to partners in the supdy chain and to be aware of the dfects of increasing
concentration d power in the suppy chain.

Facilitate the collection d market data (total market quantities for each crop,
quantities sourced from the UK etc) on an annual basis. This will enable all players
in the market to quickly knowv what the market situation is and will enable
government to measure trends in UK market share. Ideally predictive data should be
collected on likey volumes that will be available during the season. Presently the
organic vegetable sector is too small to pay to collect it's own cata, it is likely to
require fundngto dothis.

Facilitate improved channels of communication and co-operation along the food
chain, combined with data from above to ensure an even balance of demand and
supdy and prices.

Cortinue to ensure that grants are available to facilitate co-operation in the food
chain and improvements in marketing infrastructure such as processng and storage
facilities

To identify technical and logstical constraints which may hinder the growth o UK
organic vegetable production such as, lack of availability of organic seed, the
technical difficulties of early and late season production and ceclining econamic
grower’ s returns. Research should cortinue to focus on these isaues.

Recogrise and reward growers for the considerable social and environmental benefits
of organic vegetable growing.

8.2 UK growers, advisors, packers, wholesalers and retail ers

There is potential to increase UK market share and to suppy the growing aganic vegetable
market, by firstly increasing supgy in the main season and especially by increasing supfy at the
beginning and end d the normal marketing season. In arder to achieve thisit is recommended that
organic growers, packers, whoesalers and retail ers:

e Gain more knowledge of their market, through goodmarket research. Thus understandng
better the behaviour and needs of existing buyers and meeing thase needs and persuading
them to spend more on aganic food Maintaining market growth is now crucialy
dependent onthis.
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»  Educate and communicate with consumers thus, enticing the 71% of consumers who are
occasional organic buyers, by raising their awareness of organic food and its benefits.
This is also esential to expandng the market. Commitment to buying aganic grows as
consumers become more aware of the benefits of organic farming.

*  Sedk to communicate and co-operate with athers in the suppy chain more dfectively, to
equally share responsibility and risk, and to honar commitments. An increased UK
supdy can orly be succesdul if organic market actors join forces to redlise the potential
of the advantages arising from the econamies of scale associated with growing suppgy.
Much can be learnt from well organised conventional producers marketing through co-
operatives and dher producer organisations. This may have to be dore through regional
grouping a organisations based on each crop. The easiest way to secure longterm
growth in UK production is through longterm cortracts between partners in the suppy
chain.

* Invest where posdble, and when financially viable, in suitable facilities for storage and
processng d crops such as washing carrots.

* Growers must innowte and dfferentiate their produce. Increase ther marketing
awareness and marketing skill s, develop new initiatives and be prepared to cortinually
adopt new marketing strategies. (Marketing skill s include being market led with good
market research, knowledge of the needls, goodréationships and communication with the
consumers and producing quality products to mee these neals)

*  Growers must have a planned market before they plant a crop.
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10 Appendices

10.1 UK Organic Production

Table 9: UK Organic Production areas 19972001

Salads and 0
Potatoes Green Roat proteded Total %
vegetables® crops’ crops I ncrease

19978 744 1008 456 192 2400
199899 911 911 495 208 2605 9
199900 1150 900 650 230 2990 15
200001 2081 830 1000 294 4317 44

2750 900 1200 188 5437
200102" | 1185 | (2520 (1120 (253 (5098 26

Souce Sdl Assciation

Y Figuresin brackes refer to HDRAarea daa arived a by dividing total produced by typical yields

(Lampkin, 2002

2 Includes caulifl owers, cabbage, brocooli, other green vegetables, peas, beans, courgettes and sweet

corn.

3. Includes carrots, onions, bedroot, Svedes, parsnip, other roots andleels

The Henry Doubleday Research Assciation
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10.2 HDRA / SOIL ASSOCIATION QUESTIONNAIRE TO ORGANIC VEGETABLE WHOLE SALERS AND PREPACKERS

NAME | | COMPANY NAME | | Contactno: | |
BREAKDOWN OF SALE S (Organic Vegetablestraded) 1 April 2001to 31 March 2002

Produce ategory Source of produce Monthly breakdown - please indicate which months you buy UK produce and which Projeded trade
Total sales by volume (t) and value (£) months you import for each crop and when thisis done @ncurrently. for 20023
(% *%

Tonnes | Vaue UK EU Other | Apr | May | Jun | Jul Aug | Sep | Oct | Nov | Dec | Jan Feb | Mar + -
& 1 O]|® [ O|6 | OE

100 1500 | 60 | 800 | 40 | 700 UK | < I mport > | < UK > | 10%
Example <- UK->

Early Potatoes

Maincrop Potatoes

Carrots

Onions

Leeks

Swedes

Bedroat

Parsnips

Other roat crops*

Cauli flower

Cabbage

Brocooli

Other green
vegetables

Fresh Peas

Fresh Beans

Lettuce

Cdery

Other salads

Courgettes

Tomatoes

Peppers

Herbs

TOTAL

* Other roat crops includes turnips and cderiac

The Henry Doubleday Research Association 1
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** Indicate increase or deareasein % for each crop ALL INFORMATION WILL BE TREATED AS CONFIDENTIAL AND RESPECTED AS 3JCH
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10.3 UK Organic Vegetable Market: Resultsfrom DEFRA funded study -K ey statistics for 25 crops

Tota
organic

market*

(t)

UK
(t)

UK
(%) by
volume

UK
(ha)®

Typicd monthly breakdown of use of UK and imported produce

Early/sdad
Potatoes

12317

6814

55

852

Main
Potatoes

27218

17638

65

1038

Carrots’

13383

8724

65

349

Onions

7339

2447

33

175

Le&s

1149

976

85

122

Swedes

1333

1276

96

75

Bedroot

2248

1387

62

99

|

Parsnips

1283

731

57

66

Other roots

1173

453

39

45

Cauliflower

2905

1864

64

155

.

Cabbage

5579

3825

69

255

_____

Brocooli

2613

1230

47

351

Other green
veg

1282

682

53

195

Peas

614

322

52

107

Beans

465

144

31

48

Lettuce

3046

1846

61

154

Celery

1097

461

42

33

Other
Salads

292

166

57

33

Courgettes

1337

465

35

93

Swedcorn

374

192

51

38

///////

////

|

.
-

.

_

/ //

1]

.
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Total UK UK UK Typicd monthly breakdown of use of UK and imported produce
organic | (t) (%) by | (ha)
market* volume
(t)
Aubergine | 135 10 7 1
Cucumbers | 8031 | 3465 | 43 9
Tomatoes | 8180 | 4447 |54 20
Peppers 471 47 10 3
Herbs 302 120 |40 60

Keyr—] Mainly UK sourced gggg Mainly imported Mixed UK and imports

! UK produce plus imports
>Monthly breskdown relates to main crops carrots
® Estimated by dividing UK tonnes by typicd paded yields’ha
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