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1. Introduction

By the end of 2004, Germany had a farming area of 767,891 hectares of organic farming, accounting for 4.5% of all farming area, with 16,603 farms, 3.9% of the total number of farms. Compared to 2003, there was a growth in farming area of 4.6%, and a growth in number of farms by 0.76%. 

The main aim of this research is to understand the developments of German organic market and the government strategies to expand the consumption of organic products. The controls on imports of organic products are also investigated and described in this report. This report is expected to be a reference for Taiwan’s government in the development of organic market.

2.  Organic Agricultural Development in Germany
    This chapter discusses the stages in the organic agricultural development, the status of organic market, and the key factors influencing the development of organic food service sector in Germany.

2.1. Expansion of German Organic Farming

At the end of the nineteenth century, Germany saw the first wave of lifestyle reform movements, “Lebensreform-Bewegung,” hoping to return to a “natural” lifestyle from urbanization and industrialization. By the 1920s and 1930s, the ideology of these movements developed into the lifestyle of “natural farming.” Then, in the 1920s, Rudolf Steiner developed biological-dynamic farming based on humanistic ideology and farming knowledge, and, in 1924, established Demeter, the world’s first organic farming association.

Yussefi (2006) divides the expansion of German organic agriculture into three stages. The period between 1968 and 1988 saw the first wave of expansion of German organic farming. Because of the negative values brought by using industrialized methods in farming production, and the rise of the concept of environmental protection, people started to place value on organic farming. The Foundation of Ecology and Farming, (Stiftung Oekologie und Landwirtschaft, SOEL), formed in 1962, supported the establishment of International Federation of Organic Farming Movement (IFOAM), formed in 1972. During this period of time, several organic production associations were formed one after the other, and organic farming area started to increase. 

The period from 1988 to 2000 was the second phase of the expansion of German organic farming. In 1988, with encouragement from SOEL, the Organic Farming Work League, “Arbeits Gemeinschaft Oekologischer Landbau” (AGOEL), was established and became the umbrella organization for all organic farming associations.
During this period, several policies of the European Union, such as the 1989 extensive policy, the 1994 farming environment regulation, and the 2000 rural development regulation, (Regulation (EEC) No. 4115/88, 2078/92 and 1257/1999, respectively), all had significant, positive impacts on the development of organic farming. After the unification of East and West Germany, a large area of East German farming started participating in organic farming, making German organic farming experience a leap ahead in farming area. But it caused a big marketing problem since the former East German residents did not understand and did not accept organic farm products.

In this period, national standard organic labeling was established, and it expanded to market acceptance, becoming an important tool for consumers choosing organic products.

After 2001 came the third phase of expansion. The German Ministry of Food, Agriculture and Consumer Protection (BMELV), worked hard to promote organic farming, and set the goals of 20% of farming area to be used for organic farming by 2010, with an expected yearly growth rate reaching 28%.

To reach this goal, the German government has chosen several incentive measures and invested large amount of funds to carry out several projects. From 2004 to 2007, there have been yearly investements or budgets of 20 million euros. After 2008, the yearly investment will be budgeted for 10 million euros. Nevertheless, after the organic farming area growth rate reached a peak of 20.7% in 2000, the organic farming area continued to increase after 2001, the growth rate gradually fell, reaching only 4.6% in 2004.

2.2. Market Status of German Organic Products

Professor Hamm of Kassel University (Yuseffi, 2006) estimated that, from 1997 to 2004, there was a clear change in market share for the six marketing channels in Germany for organic products, as seen in Table 1. The market share of natural food stores decreased to 26% from a high of 31%. The market share for food retailers (including supermarkets, gourmet food stores, and their delivery services) increased to 37% from 28%. Very similar to natural food stores, reform houses and farmers’ direct sales saw their market shares drop to 8% and 16% from 10% and 19%, respectively. The market share of simple processors (bakeries and butchers) rose to 7% from 5%. During these few years, the whole marketing field of the organic retail market speedily increased to 3.5 billion euros from 1.48 billion euros.

The major reasons for the fast growth of the market share of organic farm products in the field of retail food stores include (Lang, 2005): 

1. Several chain supermarkets, even discounters, developed their own organic food brands, such as Edeka and Rewe. 

2. Traditional food distributors accepted organic farm products into their product lines.

3. The fast growth of organic supermarkets. By the end of 2004 there were 250 organic supermarket operators larger than 200 square meters in size, with an average of 3 organic supermarkets opening up per month that were 200-900 square meters in size each.

4. From 2002 to 2004, the federal government encouraged consumer interest towards organic products through the Federal Organic Project’s information offensive and through events that were very influential to the public. 

Table 1  Sales Amount and Market Shares of Marketing Channels of German Organic Products 1
	Participants
	1997
	2000
	2001
	2002
	2003
	2004

	
	Sales
	Share
	Sales
	Share
	Sales
	Share
	Sales
	Share
	Sales
	Share
	Sales
	Share

	Farmers2
	0.28
	19
	0.35
	17
	0.45
	17
	0.52
	17
	0.52
	17
	0.56
	16

	Simple Processors3
	0.07
	5
	0.14
	7
	0.2
	7
	0.22
	7
	0.23
	7
	0.24
	7

	Reform Houses
	0.15
	10
	0.21
	10
	0.24
	9
	0.26
	9
	0.25
	8
	0.27
	8

	Natural Food Stores
	0.46
	31
	0.57
	28
	0.74
	27
	0.78
	26
	0.81
	26
	0.9
	26

	Super- markets4
	0.41
	28
	0.68
	33
	0.95
	35
	1.05
	35
	1.09
	35
	1.28
	37

	Other5
	0.11
	7
	0.1
	5
	0.12
	4
	0.17
	6
	0.2
	6
	0.25
	7

	Totals
	1.48
	100
	2.05
	100
	2.7
	100
	3
	100
	3.1
	100
	3.5
	100


Notes: 1. Excluding favorite foods and eating out, 
2. Farmers’ markets anf farm deliveries, 
3. Bakeries and butchers, 
4. Supermarkets, boutique food shops and their deliveries, 
5.General stores or mail order or delivery by processors. 

Source: Yuseffi, 2006.

The research of Schultz, et al. (2003) shows that the channels by which German consumers most often purchase organic farm products are, in descending order: regular supermarkets, weekend farmers’ markets, farms (farm stores), fresh produce stores, organic or natural food stores, and discounters. Yet among the most popular shopping channels that people say they plan to use in the future, the top three and the current shopping channels are the same, though the fourth popular shopping channel is discounters, showing that the organic products of discounters are still popular. Following these are fresh produce stores, organic or natural food stores, and seventh popular is organic supermarkets. 

According to the estimates of Roehl (2003), 30% of all German food consumption is for the eating out of home sector. Calculated according to the statistics from 2001, it amounts to approximately 80 billion euros, and the eating out of home sector consumption contains only 2% organic products. In comparison to the ratio of organic products used in home dining consumption, the rate of organic product consumed in the eating out of home sector is very small. Therefore, it still has enormous room for growth. The proportion of people who eat out in Taiwan
 is higher than Germany, giving room for development of organic food in the eating out of home sector.

2.3. Development of German Organic Food in the Food Service Sector

Currently, eat-out institutions that provide organic food are cafeterias at universities, secondary and primary schools, and kindergartens; hospitals, nursing homes, and employee cafeterias, as well as fast food, and regular or hotel restaurants. An impressive example is Lufthansa.

In the strategies for the promotion of organic food in the food service sector by the German government and citizenry, there are many kinds of methods for the supply of organic food, such as serving individual organic products, holding an “Organic Day” or “Organic Week” event, complete organic meals, or a completely organic restaurant. Yet no matter which supply method is used, restaurants that serve organic food must pass organic certification.

The greatest obstacles to providing organic food for German eat-out institutions include (Roehl, 2003; Ruekert-John, 2005):

1. Prices are too high, making it hard to pass along the price difference to consumers;

2. Organic food is hard to acquire, and in some places there is nowhere to get it at all;

3. Uncertainty, especially not knowing whether or not consumers have a demand for organic food. 

The research of Strassner, et al. (2003) revealed that, concerning the certification for food service sector serving organic food, certification inspectors consider the following four reasons as the biggest difficulties for regular restaurants that want to converse into certified organic restaurants: (1) restaurants usually do not have set recipes, (2) there is no way to directly label the food as organic, (3) it is not easy to purchase the required amount of organic ingredients, and (4) usually they lack the needed paperwork or formats, making procedure control very difficult.
3. Policies for the Expansion of the Organic Market

Since 2002, the German government started implementation of the Federal Organic Farming Project (Bundesprogramms Ökologischer Landbau, BOEL). Table 2 shows the classes and categories of related research and development projects, with a total amount of 353 projects. Among these there are eight that are related to food service sector food, 13 projects related to market development and 12 related to marketing, showing that the German government is extremely interested in how to expand the consumption of organics.

Table 2 German Federal Organic Farming Projects

	Project Class
(no. of projects)
	Project Category
(no. of projects)
	Project Class
(no. of projects)
	Project Category
(no. of projects)

	food (37)
	food service sector food (8)
	economics (72)
	education

	
	quality
	
	business operation and information 

	
	processing
	
	market development (13)

	plants (159)
	plant production
	
	marketing (22)

	
	plant nutrition
	animals (62)
	status probe

	
	plant protection
	
	animal nutrition

	
	plant cultivation
	
	animal health

	
	status probe
	
	animal feeding

	verification/control (23)
	
	
	animal breeding


In order to develop the organic food service sector, the German government carried out eight related projects in all, including two projects on the success and failure of restaurants that provide organic food. They established five organic cafeteria model locations for universities, secondary and primary schools, kindergartens and employee cafeterias, as well as one project for organic certification and control in the food service sector.
The German government values very highly school cafeterias that serve organic food, which not only provide school children with safe food, but can allow them to understand the significance of organic farming through eating organic food, reaching the goal of promoting organic farming. Serving organic meals in schools greatly raises comsumption of organics in a practical way and improves the expansion of organic production farm area. This method indeed deserves attention from Taiwan. 

The aim of the Let’s Go Organic Project, “Bio Kann Jeder,” is for seconday and primary schools and kindergartens to serve 10% or more organic food. Besides inviting school directors, teachers, school cafeteria workers and parents to participate, to promote organic concepts, organic recipes, reasonable prices, and successful examples, it also assists school cafeterias to pass organic certification, and provides the schedules and contents of all workshops on its website www.biokannjeder.de, as well as related information. 

Through the „strawberry truck“ that visits schools to hold Organic Food Day events, the Organic Campus Project, “Bio Macht Schule,” held 60 events in 2004, enjoyed by 1,100 classes of students with age 12 and older. This allowed students to understand how organic foods are produced and consumed. All of the related information and organics teaching materials provided for teachers can be found on the Internet at http://www.biofoodprojekt.de and http://www.oekolandbau.de/jugendliche.

To encourage students to actively understand and participate in organic farming, the Organics Are Cool (Bio Finde Ich Kuhl) event was held even before 2004, and in 2005 a total of 800 student groups with approximately 3,500 students participated. 

To help develop organic farming, the German government made it an administrative priority to promote organic food consumption at schools, while Taiwan is still stuck at the level of farming production. This is why the development speed is slower. Germany’s methods indeed deserve emulation by Taiwan. 

4. German Organic Products Import Controls

All produce according to article 1 of Regulation (EEC) No. 2092/91 imported from third countries and labeled as organic must conform to the strict rules which cover all stages of production and processing. The basic rules governing organic production, processing and import are laid down in Council Regulation (EEC) 2092/91. 

In Germany, the Agriculture and Food Agency (Bundesanstalt fuer Landwirtschaft und Ernaerung (BLE) is in charge of the organic products import control and its Guidance Notes for importers of organic products according to Regulation (EEC) No. 2092/91 as amended from third countries into the European Union and Initial Application to market in the EU organic products from third countries according to Article 11(6) of Regulation (EEC) No. 2092/91 direct the organic products import.

There are three principles for the products imported from the different area (shown as Figure 1):

1. Organic products from within the EU can be circulated freely in all EU-member states, provided they were produced, processed or imported in conformity with Regulation (EEC) No. 2092/91.

2. The European Commission has recognized that a number of third countries operate production rules and inspection system which are equivalent to those operating within the EU. These countries and products are listed in the Annex to Regulation (EEC) 94/92. Approved products from these countries, provided they have been inspected and certified by one of the approved inspection bodies, may be brought freely into the EU and marketed as organic.

3. Products from all other third counties can be brought into EU and labeled as organic, provided prior authorization of the competent authority (BLE).  

For imports of organic produces from third countries into Germany, the importers must be registered with BLE and must be inspected by an approved EU-inspection body.

Before importing the organic products from outside of EU, a certificate of inspection for the products, which are drawn up by the inspection body in the third countries, must be endorsed by the custom authorities. And if the organic products are imported from the countries not listed in the Regulation (EEC) No. 94/92, the importers have to apply an import permit before the goods are imported. The authorization is valid for 12 months. The application form for import permit includes 7 sections as follows:

1. details of the importers, 

2. details of product(s) to be imported, 

3. details of the exporters in third country, 

4. details of the operators carrying out the most recent preparation operation in the third country, 

5. details of the preparation/processing and agricultural production unit(s) in the third country, 

6. supporting documentation

7. declarations

7.1. declaration of the inspection body of the exporter in the third country

7.2. declaration of the EU-importer

There are two annexes to the application form: Annex A is only for use in the case of products with more than one ingredient and/or utilization of processing aids, and Annex B is only for use in the case of grower group. 


[image: image1]
Figure 1 Import controls of organic products in Germany
Concerning the statistics for trade of organic farm products, Michels et al. (2003) found that it is not possible to differentiate between organic and regular foods in foreign trade. Actually, today the internationally commonly-used import/export goods classification code does not include organic farm products, so all countries lack statistics on the import and export of organic farm products. Hamm (2003) points out that Eurostat attempted to establish organic production, consumption, and trade data, but unfortunately did not achieve significant results. 

5. Conclusions

Ahead of the rest of the world, Germany’s organic farming and its organic food consumption amount reached 310 billion euros, approximately one third of the whole European Union (Willer et al. 2005). This report discusses German organic farming and the development of markets for organic products, revealing that the government’s firm support is an important factor. Germany’s Federal Organic Farming Project yearly invests 20 million euros, and spares no efforts toward research and development of the organics market. 

The regular retail market, including supermarkets, gourmet food stores, and their delivery services, is currently the largest marketing channel for German organic products, and the market share increased from 28% in 1997 to 37% in 2004. The main reason is that discount supermarket chains started to sell organic foods, and traditional food distributors also accepted organic foods into their product lines. 

The German government also greatly values promoting organic foods in the food service sector market, exerting special effort to promote the use of organic foods in cafeterias of schools at all grades, and holding all kinds of promotional events, providing teaching materials, and holding student contests. These methods not only provide students with safe and healthy food, they practically increase organics consumption and increase organic farming area. Education allows students to recognize, accept, and affirm organic farm products from an early age. 

Germany uses three principles for organic food imports. There are unrestricted imports from other countries within the European Union. For countries and products on the European Union’s approved import list, the exporting country’s certification data must be submitted in advance to customs for approval, and then it can be imported. For imports of organic farm products from other countries, an import permission must be applied for in advance with the Ministry of Food and Agriculture, and then after approval of the exporting country’s certification data by customs, it can be imported. All imports of organic farm products must meet the rules of European regulations in terms of production, handling, and processing. The importers must register with the Ministry of Food and Agriculture and be  certified according to European Union regulations. Taiwan has not been accepted in the approved nation list, so it must apply in advance for import permission according to the third principle before its imports can be labeled as organic farm products. 
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