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ABSTRACT

Organic market in the EU is growing faster than the area
of production and is facing many problems and challenges.
In order to obtain more information of the structure
and organizational features of the organic farms in the
Republic of Croatia, as well as perceptions of organic food
producers about barriers that disable faster development of
organic food market, empirical research was conducted on
the sample of 66 organic food producers. Research findings
suggest that the largest number of organic farms are small
farms up to 5 hectares (ha). Organic food producers are the
most prominent in the field of fruit production, and key
motives for engagement in organic agriculture are their
personal beliefs, health reasons and environmental care.
Regarding the distribution of the organic food products,
most producers sell their organic food products directly
to the final consumer, mostly on family farms and local
fairs. Regarding indirect distribution, specialized stores
are dominant retail format, followed by wholesale. The
paper gives valuable contribution, as it lists the producers’
proposals for further development of organic food products
market in Croatia.

© 2018 EA. All rights reserved.

Introduction

At the global and European level, the trend of growth of organic production has been
recorded. Since 2000, the surface of land for organic farming has grown by 400%.
Organic agriculture has been developing rapidly, and the available statistical data
show that 2.7 million producers in 178 world countries practice organic agriculture
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(Willer and Lernoud, 2018) (Remark: data published in 2018 show the state in organic
production in 2016). During 2016, 57.8 million hectares of organic agricultural land
was recorded, where Australia leads with 27.1 million hectares.

Regarding Europe, the leader is Spain, followed by Italy, France and Germany. Italy takes
the lead in the number of organic producers. Countries with the biggest organic food
market in 2016 are the United States (38.9 billion EUR), then Germany (9.5 billion EUR),
France (6.7 billion EUR) and China (5.9 billion EUR). The biggest share of the organic
market in the entire market is in Denmark, then Luxembourg, Switzerland, Sweden and
Austria. Organic product retail has grown globally from 2000 till 2016 by 460%.

According to the available data on organic agriculture and the European market, the
European organic production is well developed. In many European countries, market
grows faster than the production and domestic supply cannot meet the demand. The
analysts predict that organic food and beverage market in Europe could grow at a
compound annual growth rate of about 7% in income by 2020 (Technavio, 2016). The
research conducted in three countries of the EU (Denmark, Italy and United Kingdom),
concerning organic food consumption at its very peak, show that those three markets
are at very different stages. In Denmark, organic market is very developed due to the
existence of a broadly recognized official organic label and the fact that many organic
food products are sold in supermarkets at relatively low prices. In Italy, the level of
organic production is high, but domestic consumption is relatively low and most organic
food products are exported. Besides that, most market transactions happen on local
markets, where trust in farmers presents a guarantee to the consumers of the quality of
the organic products, rather than the labelling scheme controlled by the government.
In the United Kingdom, demand for organic raw materials has been rapidly growing.
Distribution structure is similar to the Danish scheme in that the products are mainly
sold in the supermarkets (Denver and Christensen, 2007).

From the position of the producers, some of the obstacles for the development of organic
market are (Kottila, 2010; Vlahovi¢ et al., 2015; Koreleska, 2017): poorly developed
and unorganized market, lack of cooperation and communication in the supply chain,
lack of marketing knowledge and low prices of organic food products. In most EU
countries, main distribution channels for the producers (processors) of organic food
are (Hamzaoui-Essoussi and Zahaf, 2012; Dovleac, 2016; Enjolras and Aubert, 2018;
Jarczok, 2018): direct sale, specialized organic food product stores and supermarkets.

In the Republic of Croatia, most farms that are involved in organic production are
small family agricultural holdings (hrv. obiteljsko poljoprivredno gospodarstvo -
OPG), that also face many challenges. The results of the research conducted by Petljak
(2013) show that most farms are smaller than 5 hectares and fruit-growing is the most
dominant branch. The producers pointed out their personal beliefs as the key motive
for organic production.

Distribution channels in Croatia are mostly connected with the terms “local market”,
“alternative market”, “direct sale” and “short supply chains” because most organic
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food products in Croatia are still sold by direct channels, and only a small percentage
of domestic producers distributes their products through retail (Petljak, 2013). One of
the major constraints for a further development of organic food market in Croatia is
low farmers’ ability to act independently on the market. In addition, the distribution
within the organic food sector is quite inefficient. Despite growing interest for organic
food market there is a lack of studies dealing with organic food distribution channel in
developing countries, such as Croatia.

Considering the rapid growth of the organic food market and the mentioned challenges
for producers, especially regarding distribution channels, the research questions (RQ)
which arise are the following:

RQ1: How are organic food product distribution channels organized?

RQ2: What are main structural and organizational features of organic family farms?
RQ3: What are the perceptions of organic food producers about barriers that disable
faster development of organic food market?

Theoretical background of the research
Organic agriculture characteristics and legislation in EU

In European countries and in the rest of the world, different terms are used for organic
agriculture. Besides the term “organic” (England) and “biological” (France, Italy,
Netherlands and Portugal), the term “ecological” (Denmark, Sweden, Spain) is also used.
In Germany, terms “ecological” and “biological” are most common (Blair, 2012). In the
Republic of Croatia, the term organic agriculture is used. Over time, different authors
have in different ways defined, or described organic agriculture. According to Znaor
(1996), organic agriculture is a system of agricultural management that aims at ethically
acceptable, ecologically clean, socially just and cost-effective agricultural production.
Organic agriculture in production strives at the complete exclusion of the input that does
not originate from agricultural holding, considering local conditions that require specific
management systems. This is achieved through the use, where possible, of agronomic,
biological and mechanical methods, against the use of synthetic matters, for performing
specific functions inside the system (Renko and Bosnjak, 2009). Organic agriculture
represents agriculture which is conceptualized in the way that it protects the soil, water,
air, plants, animals and genetic resources, it is not degrading for the environment, it is
technically appropriate, economically stable and socially acceptable (Kisi¢, 2014).

At the international level, general principles of organic agriculture are defined by two
organizations: Codex alimentarius Commission FAO/WHO-a (Food and Agriculture
Organization of the United Nation/World Health Organization) and International
Foundation for Organic Agriculture - IFOAM, the roof organization with around
750 members in 108 countries (Znaor and Landau, 2014). According to the IFOAM
definition, organic production is a production system that maintains the health of the
soils, ecosystems and people and is based on ecological processes, bio diversity and
cycles adjusted to the local conditions, and not on the use of input with side effects.
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Organic agriculture combines tradition, innovation and science to benefit mutual
social environment and promotes fair relations and good quality of life for all who are
engaged. Although there are many different definitions of organic agriculture, every
definition includes ecology, care, health and fairness.

Organic agricultural farms are usually smaller, diversified and more extensive than
the conventional ones. Organic farmers pay special attention to the protection of the
environment, nature and animal welfare (Song Lee et al., 2015). Due to negative
aspects of capital-intensive agriculture, in the sense of negative ecological, social and
economic consequences caused by mass production, specialization, standardization of
the product and high income, there has been an increased interest of the foreign and
domestic scientific and general public for organic agriculture (Petljak, 2011). In recent
decades, organic food has become very popular among the producers, retailers and
consumers (Jones et al., 2001; Cerjak et al., 2010; Ham et al., 2018). The popularity of
organic food is the result of many factors. The most important are: a lot of unfarmed
land suitable for organic production, less contamination of the eco system, growing
concern of the consumers for their health and increasing importance of renewable
resources in the global environment (Renko and Bosnjak, 2009). Growing demand for
organic food products whose production is not harmful for the environment is also one
of the reasons of the expansion of organic agriculture (Rodale, 2010). However, the
stated reasons are only starting points for a healthy organic agricultural development.
The market is considered the key factor of organic agricultural development, where
a farm, as an elementary unit on the organic food product market, meets a series of
issues like: the legislative, education on the methods of organic agriculture and organic
food production, higher costs and narrowed distribution channels (Renko and Bos$njak,
2009). At the beginning of organic agriculture development, ecological awareness was
the key motive of production and consumption of organic food, but later, health reasons
and evidence that organic food is closely related to the healthy lifestyle have appeared
as the key motives (Gotze et al., 2016).

The European Union (EU) legally regulated organic agriculture by adopting the
regulation on organic agriculture and production in 1991 (EU Regulation no. 2092/91).
In Croatia, organic agriculture was regulated by law in 2001, when the first Organic
Production of Agricultural and Food Products Act (Official Gazette, 12/01) was passed,
which was in line with the EU and IFOAM regulative. The new Organic Agriculture
and Ecological Product Labelling Act (Official Gazette, 139/10) was adopted in 2010,
and Organic Agricultural Production Regulation in 2016 (Official Gazette, 19/16).
Organic agriculture has been identified as the key element in sustainable management of
European natural resources. In line with that, the European Commission (EC) suggested
a new draft of the organic legislative in 2018, with the aim of creating foundations
for sustainable development of ecological production and its positive effects on the
environment, and, in so doing, ensuring an efficient functioning of the internal market
of organic products and fair market competition, which helps the farmers to earn
fair income, ensures consumer trust, protects consumer interests and supports short
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distribution channels and local production (EU ORDINANCE 2018/848). Organic food
production requires more resources (COGNIZANT, 2014), especially human resources.
In addition, production depends on high seasonality and weather conditions, products
are easily spoiled and require specific storage conditions. These features influence the
high levels of insecurity and risk regarding market prices (which can be up to 30%
higher) and ensuring the amounts for retailers. Consequently, access to the market is
much more difficult, especially due to the competition with imported organic foods.

Organic production in the Republic of Croatia

Croatia records a significant trend of increasing the land with organic production (Figure
1). During 2016, 3,546 producers with the surface of 93.814 hectares were recorded,
which makes 6.07% in relation to total agricultural surfaces (Ministry of Agriculture
according to the data from the Croatian Bureau of Statistics, 2016). According to
EUROSTAT, in 2017 there were approximately 4,023 organic producers, 357 refiners,
23 importers and 1 exporter of organic food products.

Figure 1. The share of agricultural surface with organic production in the total
agricultural surface in the Republic of Croatia from 2010 to 2017 (in %)
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Source: authors, according to the Croatian Bureau of Statistics, 2016

Croatia applies all the regulations regarding organic food production and labelling,
including the national label for organic food (Labelling of Food and Animal Feed in
Organic Production Regulation, NN 25/11), however, certified organic food production
in Croatia is considerably lower than in other EU member countries. Croatian organic
product market is not well organized. There is a low offer of processed products due
to limited processing capacities, and the consumers are not well informed (Br¢i¢-
Stipcevi¢ and Petljak, 2012). Croatian Ministry of Agriculture points out that the issue
with the organic product market is the fact that fresh, organic products are mostly of
domestic production, while organic processed products are mostly imported and can be
found in specialized stores, healthy food stores and supermarkets. More than 50% of
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products are of foreign origin. Often, domestic supply cannot satisfy the demand and
domestic chain stores that sell organic products offer a variety of imported products.
Those imported products are mostly food that can be easily grown in Croatia, like
beans, barley, buckwheat, herbal teas etc. Therefore, the term organic food comes into
question if that food has to travel thousands of miles to reach the consumer.

Characteristics of the organic food products market

The production of organic food is facing many problems and challenges and cannot
meet the fast growing organic market in the EU. From the producers’ perspective,
some of the main obstacles are (Kottila, 2010; Vlahovi¢ et al., 2015; Koreleska, 2017):
poorly developed and unorganized market, lack of cooperation and communication in
the supply chain, lack of marketing knowledge and low prices of organic food products.
From the demand side of the supply chain, i.e. the consumers of organic products,
according to Padel and Foster (2005), key issues are: limited availability of products,
especially in supermarkets, high retail prices, consumers being insufficiently informed
i.e. they are not familiar with organic food products or organic food labels. Renko
and Bosnjak (2009) think that Croatian organic food producers have not adjusted their
assortment and choice of location to the consumers, who point out that the greatest
obstacle for buying organic food is not knowing where to buy them.

Many researchers and research studies have dealt with the issues of who the consumers
are and what are their main reasons for buying organic food (Harper and Makatouni,
2002; Padel and Foster, 2005; Shaw Hughner et al., 2007; Cerjak et al., 2010: Zakowska,
2011; Dimitri and Dettmann, 2012; Rong-Da Liang, 2016; Kranjac et al., 2017; Hashem
et al., 2018), while there are considerably fewer of those who study the issue from the
position of the producer, i.e. distribution of organic products onto the market. mMost
literature about organic food consumption has been recorded in the USA, followed by
Great Britain, Italy, Germany and Greece (Hemmerling et al., 2015).

Several studies from earlier periods show that high prices of organic food products is
one of the main reasons why organic consumption is still low (Magnusson et al., 2001;
Shafie and Rennie, 2012; Gotze et al., 2016). However, in the last decade, organic
market of the EU has grown faster in relation to expansion of agricultural surfaces
under organic production. The indicators of consumption and behaviour of organic
food consumers are different. According to the research conducted in Croatia (Cagalj
et al., 2016), consumers are ready to spend more for fruit and vegetables from organic
production (apples, tomatoes), if there is proof of organic production and because of
the belief in health benefits of organic food. The same support we get from the research
results conducted in Sweden (Bosona and Gebresenbet, 2018).

In the research conducted by Rong-Da Liang (2016), consumer trust in organic food
products and their effects on health have also had a considerable impact on the decision to
buy organic products. Many other studies (Gotze et al., 2016; Escobar-Lopez et al., 2017;
Hashem et al., 2018), confirm the fact that health, ecological acceptability and taste are
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important motives which encourage organic food production. Demand for organic food in
the EU has been growing due to rising concern about negative external influences connected
with the effects of intensive cultivation systems on human health and environment (Nasir
and Karakaya, 2014). Basically, organic food consumption is strongly connected with social
and ethical principles and beliefs. Consumers mostly describe organic food as food that is
ecologically acceptable, has a positive effect on health and has good sensory quality, while
the main disadvantages are high price and insufficient representation on the market.

In her research, Kottila investigated interaction between the participants in the organic
food supply chain and established that information exchange and cooperation among
the interested parties in the supply chain is mostly poor and the main participants,
from producers to retailers do not have clear and common goals, especially in relation
to the need of the consumers that buy organic products (Kottila and Ronni 2008;
Kottila 2010). Research conducted by Bandara et al. (2017) examines conditions
where partners (buyers and suppliers) cooperate in the supply chain, i.e. they interact
in that partnership. Relation that is based on the power of an individual (the buyer) can
influence the quality of the relation between the partners, and indirectly, it can influence
operative results of the suppliers.

The study of Marques Vieira et al. (2013) investigates the role of wholesale and retail as
mediators involved in organic supply chain. If organic food products are sold under the
private label (PL), then most value is kept by the retailer. The retailer strategically connects
organic food product with its reputation using the own private label. However, although the
retailer invests in the promotion of the organic food private label, it still depends on organic
food producers to fulfil consumer requirements. This suggests the partnership needs to be
created among small producers and retail chains to satisfy the needs of the consumers.
Furthermore, retail plays a key role in the development of this market by spreading
information on the benefits of organic food consummation on the health of the consumers
and for the establishment of a reliable base of suppliers. The results of the research made by
Kottila (2009) show that there is a need for more horizontal cooperation among the actors
specialized in organic food production, including the commercial, governmental and non-
governmental actors, which could contribute to a better understanding and development of
knowledge in the added value of organic products. With the increased demand for organic
food in the EU, this represents a strong incentive for creating special agreements between
the producers and the retailers, development of private labels (Jonas and Roosen, 2005) and
investments in the quality aspects.

Hamzaoui Essoussi and Zahaf ‘s research from 2008 shows that small communities tend
to adhere to local producers of organic food for three main reasons: low availability of
organic food in the supermarkets in small communities, greater trust of the consumers
in local farmers than in supermarkets and direct marketing of food from the local
supplier to the consumer. The authors think that modern distribution channels in small
communities must be aware of different needs of the consumers compared to those in
large cities. For example, the price does not influence their decision, but rather, it is the
trust in the producer.
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Organic food distribution channels

The analysis of the domestic and foreign literature has shown that there is no unified
definition of distribution channels for organic food products. According to Brci¢-
Stipcevic et al. (2011), distribution channels of organic agricultural products can be
divided into (1) direct distribution channels, (2) indirect distribution channels and (3)
emerging distribution channels (Figure 2).

Figure 2. Organic food distribution channels
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Source: authors, according to Bréi¢-Stipcevi¢ et al., 2011

Direct distribution refers to direct sale of organic food products to the consumers. Those
distribution channels are: on-farm sales/farm-gate sales, box schemes, open air market,
farmers market and fair sales, sales in the stores owned by the organic food producers (Br¢i¢
— Stipcevi¢ et al., 2011), roadside stands, U-Pick / Pick — Your — Own / Cut or Choose —
Your — Own Operation and Community Supported Agriculture (Brunch and Ernest, 2010).

Indirect distribution channels of organic food products in the Republic of Croatia are
wholesaling and retail. Wholesalers buy organic food products from multiple producers
and offer them to retail, i.e. to retailers and restaurateurs. Organic food product retail
includes sales in different retail formats: supermarket and hypermarket (traditional
retail), organic supermarket, organic convenience stores, organic discounter, and
different specialised retails like small stores with the dominant assortment of organic
food products: organic retail shop, natural food shops, organic wine shops, organic
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tea shops, organic spice and herb stores), organic butcher’s and organic baker’s (Br¢i¢
— Stipcevi¢ et al., 2011). Emerging distribution channels include Ho.Re.Ca (hotels-
restaurants-cafés) and public institutions (canteens, schools, hospitals and army), as
well as the distribution of organic food via organic agrotourism (Petljak, 2013).

Most organic food producers sell their products in supermarkets (Willer and Lernoud,
2016), via direct sales, and in specialized stores. In the case study conducted by Sanders
et al. (2016), among the analysed countries of the EU, in Italy, France and Germany
there is up to 50% of organic food sold via specialized retail and direct sales. Opposite
to that, in the Czech Republic, Denmark and the United Kingdom, more than 70% of
organic food is sold in supermarkets. Since in the last decade organic food production
has been constantly growing, some questions arise: to what extent do organic food
product supply chains function efficiently, do they share the common added value and
the risks evenly among them, what effect do primarily small farms have on the primary
producers and do they create and maintain the trust of the consumers. Lack of statistical
and public data on the organic food market for specific products in the EU countries
and in Croatia, especially information on the supply chains, is one of the factors that
complicates the search for answers to all the above questions and also one of the reasons
for conducting this research.

Principal actors of this chain are agricultural producers, food industry, distribution
sector and retail sector. According to the data acquired from EUROSTAT and FiBL-
AMI and the overview of the existing scientific and expert literature, it can be concluded
that organic food product markets differ considerably and have specific characteristics
in every EU country; most organic food producers sell their products in supermarkets,
directly as well as in specialized stores; integration and cooperation are important
factors that can strengthen organic food supply chains, and the length of the supply
chain and power relations among the participants are equally important as the type
of the supply chain; produce like the fruit and vegetables dominate on the organic
food markets in many EU countries, especially in Italy, Germany and France, as well
as in Croatia, followed by dairy and few other processed products. Factors that can
positively influence the development of high-quality organic food products are (H.
Essoussi and Zahaf, 2008; Kottila, 2009; Zakowska, 2011; Garner and Ayala, 2018;
Bosona and Gebresenbet, 2018; Scalvedi and Saba, 2018) better availability of organic
food products; good organization of the supply chain; better integration and cooperation
among the members of the supply chain; good promotion and better information on the
advantages of consummation of organic food products; wider range and differentiation
of finished (processed) products. The factors that can negatively influence the quality
of the organic food market are (Zakowska, 2011; Wigeli and Hamm, 2016; Gotze et
al., 2016; Scalvedi and Saba, 2018) insufficient domestic production and dependence
on the import of processed products; inefficiency in the supply chain; lack of interest
in different forms of connection and cooperation of all the actors in the supply chain;
constant oscillations of prices, insufficient or inadequate facilities for storage and
logistics; lack of marketing orientation.
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Research on the distribution channels of organic food products
in the Republic of Croatia

Research methodology

The data for the research on the distribution channels of organic food products in the
Republic of Croatia, due to the specificity of the research topic, have been gathered
with different research methods — via an online survey, via phone calls and face-to-face
conversations in the sales units (mostly in Zadar county). The survey comprised of
altogether 27 questions structured in three parts. The first part related to the structural
characteristics of the production unit with the questions about the size of the unit,
locations of the production unit and the activities farmers perform. The second part
dealt with the organizational features of the unit that are defined with the organization
and methods of management, workforce organization, organization of the sales and
other organizational activities, while the third part related to the suggestions for future
market development. Email addresses of the organic food producers were found on
the Ministry of Agriculture website, on the List of organic producers in 2015. Total
of n=66 respondents participated in the research. Data collected by the survey were
analysed with the use of the SPSS v.23.0 software. Univariate analysis was conducted
to determine frequencies of producers’ answers.

Research results and discussion

Description of the sample

The gender structure of the sample was 70.3% men and 29.7% women. The age
structure of the sample slightly shifts to the older respondents; the most prevalent age
groups in the sample are above 50 years old. Furthermore, over half of the respondents
have completed secondary school (56.1%), followed by high school (27.3%). Table 1
shows socio-demographic characteristics of the sample.

Table 1. Socio-demographic characteristics of the sample

(Total) %
Male 70.3
Gender
Female 29.7
21 -30 4.5
31-40 12.1
Age
41 -50 28.8
51-60 379
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More than 60 16.7
Basic school 1.5
Education Secondary school 56.1
High school 27.3
University degree 15.2

Source: empirical research

Most producers are registered as the producers — family agricultural units,
manufacturers or joint-stock companies (67.7%). 17 producers (26.2%) are registered
as mixed units for production and processing (Table 2).

Table 2. Type of the registered subject

Type of the registered subject n %
A (registered producer; family farming (cro. OPG), manufacturing, joint-stock business) (44 |67.7
B (registered processors) 1 1.5
C (registered importer) 1 1.5
AB (mixed unit — production/processing) 17 |26.2
D (other forms of the registered units) 2 |31.0
Total 66 |100%

Source: empirical research

Most producers have up to five employees (78.5%) per unit. A smaller number of
producers (16.9%) have 6 to 10 employees, and most production units are run exclusively
by the family members. Only 4.6 % of the units have more than 21 employees, which
mostly includes seasonal workers and part-time employees.

Figure 3. Organic producers’ surface under organic farming
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According to the surface of organic production (Figure 3), the research shows that
most dominant are the producers with the surface of up to 5 hectares (62.1%), which
is compatible with the data from many other countries in Southeast Europe. Most
producers produce organic fruit (n=36), vegetable (n=20) and grow organic wine
(n=15). Few producers grow medical and herbal plants (n=13), crop farming (n=11),
olive farming (n=8) and beekeeping (n=5).

In order to examine the statistically significant correlation between distribution channels
and size of the surface under organic production, chi-square (y?) test was calculated
(Table 3). The obtained results (y>=13.422; p>0.05) show that there is no statistically
significant correlation between distribution channels and the surface of agricultural land
under organic production, which furthermore implies the need of investigating factors
which influence the decision making process when choosing distribution channel.

Table 3. Cross tabulation of agricultural land (in ha) under organic production and the
distribution channels

. Sales through intermediaries Direct sales and sales
Direct sales . . ..
(wholesale and/or retail) through intermediaries
()
(n) (n)
up to 1 ha 1 1 1
1-2ha 8 1 0
2-5ha 9 0 7
5-10 ha 4 0 0
10 -20 ha 7 1 2
more than 20 ha 11 2 2

v*=13.422; p>0.05

Source: empirical research

Motives for organic production

Key motives for organic production are primarily personal beliefs of producers
(n=16), then there health reasons (n=11) and environmental care (n=10). Producers
see governmental incentives, friends’ persuasion, unemployment and financial reasons
as less motivating. Similar findings on the motives for organic production have been
found in other researches (Kubala et al., 2008; Cranfield et al., 2010; Petljak, 2013;
Vlahovi¢ et al., 2015).

Distribution channels of the organic food producers in the Republic of Croatia

Research results have indicated that 60.6%producers sell their organic food products
directly to the final consumer, while 13.6% of them sell their products indirectly, via a
mediator (wholesale, retail). Almost one fifth of the respondents use both channels of
distribution equally (19.6%). Only 6% of the producers sell their organic products via
the Internet (Table 4).
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Table 4. Main distribution channels of organic food products

Distribution channels n %
direct sale to the consumers 40 60.6
sales via mediators (wholesale, retail) 9 13.6
equally market directly or via mediators 13 19.7
Internet sale 4 6.0
Total 66 100

Source: empirical research

Producers that sell their products directly to the final consumers were asked to list the
distribution channels they use for placing their ogranic products on the market. 42 of
them sell on the family farm, 29 on the fairs and fewest sell on the local markets (n=15)
and via home delivery (n=12). Organic producers that distribute their products via
indirect channels, do so mostly in specialized stores (n=12), or to the wholsale buyer
(n=11). Smaller share of producers sell their products via groups of solidary exchange,
convenience stores, agricultural cooperatives and restaurants.

To establish the attitudes of the organic food producers about organic food market
organization, the respondents were asked to express the level of agreement/disagreement
with certain statements on a Likert scale, where 5 represented complete agreement and
1 absolute disagreement. Based on the results displayed in Table 5, it can be concluded
that most respondents agree that for further development of the organic food market, it
is necessary to form partnerships (mean=4.10; SD=1,185).

Table 5. Producers’ attitudes on organic food market organization

StatementS Mean SD

For a serious distribution of organic food on the market, it is necessary
to form partnerships among the domestic organic food producers, due 4.10 1.185
to insufficient number of individual organic food products.

I manage to sell organic food products regardless of the way how I

distribute them on the market. 381 1180
I would produce more organic food products, if I had a secure buyer; 379 1 457
dependable distribution channels. ’ ’

I sell my products at the farm to avoid high costs of distribution to 322 133

final consumers.

Source: empirical research
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Organic producers’ suggestions for further development of organic food market in the
Republic of Croatia

According to the respondents’ opinions, further development of organic food
production in Croatia should lie on the following factors (Figure 4): more promotion of
the Croatian organic food product label (n=18), more information on organic products
for consumers (n=14), more cooperation among organic producers (n=10) and more
responsibility from relevant institutions (Ministry of Agriculture) in terms of prompt
payment of subsidies (n=8).

Figure 4. Producers’ suggestions to the Ministry of Agriculture

more promotion of the Croatian

organic food product label 18

nothing needs to be changed 1

give the consumers more information
on organic products
encourage partnerships among
organic producers

14
10
be more prompt in paying subsidies 8
other ™73
0 5 10 15 20

Source: empirical research

Respondents think that for further development of organic food market in Croatia,
domestic producers should expand the offer of the processed products while small
organic producers must be encouraged to join larger producer’s organizations to gain
power when negotiating with the retailers. In addition producers need to be encouraged
to produce more fruit and vegetable and lower the prices of organic products (Figure 5).
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Figure 5. Producers’ suggestions for future development of organic food market in
the Republic of Croatia

produce more fruit and vegetable 4

nothing needs to be changed 11

expand the offer of the processed

organic food products 13

lower price of organic food products 7

organic producers shoud partner in

order to gain negotiation power... 10

other 1

0 2 4 6 8 10 12 14
Source: empirical research

Respondents think that for future development of organic food product market in Croatia,
food retailers should (Figure 6): encourage cooperation among the domestic producers,
influence the price policy, educate and inform the consumers more and expand the
offer of organic products. In order to improve cooperation and communication of
organic food producers with other stakeholders in supply chain, they need to build a
relationship based on mutual trust and commitment. Similarly, but on the example of
traditional food products, the study by Mesi¢ et al. (2018) revealed that relationship
based on trust, commitment, economic satisfaction, good reputation and low level of
coercive power and conflict have a positive influence on the supply chain performance.

Figure 6. Producers’ suggestions for future development of organic food market in
the Republic of Croatia — retailers’ perspective

educate and inform the consumers
more about organic food

nothing needs to be changed 9

expand the offer of the processed
organic food products

influence the price policy 11

encourage cooperation among the

domestic organic food producers 13

other 3
0 2 4 6 8 10 12 14

Source: empirical research
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76.2% of respondents see rising demand and a significant progress of organic food
production in the future, and only 4.8% think that the demand will be falling. The rest
of the respondents predict that the offer and demand will remain the same as now.

Limitations and recommendations for future research

Considering the results of the research, one should bear in mind the existing research
limitations. First limitation refers to the research sample. Although the survey was sent
to a larger number of addresses of organic producers, only a small number of organic
food producers participated in the research. That kind of sample creates a partial picture
of the state of organic food agriculture, especially of organic food distribution channels.
Further research should be based on a qualitative examination of the producers via face
to face interviews.

Conclusions

The choice of the distribution channel is of great importance, especially for small organic
food producers. Organic producers can choose among direct channels of distribution,
like ordering a green box, groups of solidary exchange, farm-gate selling or selling in
their own stores, and indirect distribution channels, the so-called modern retail like the
supermarkets, specialized healthy food stores, restaurants and other mediators. All of
the above-mentioned forms of distribution brings certain advantages and disadvantages,
and the choice of distribution channels should be based on the size of the farming unit,
particularity production, the level of development and the location. Also, especially for
small farms, it would be good to maintain the connection with the final consumer that
can support local agriculture, short dustribution channel in particular.

In order to gain a clear picture of the distribution channels of organic food products
in the Republic of Croatia, the research among the Croatian organic food producers
was conducted. The findings suggest that most organic farm lands are smaller than
5 ha. Out of the activities organic producers practice the most, fruit farming is most
represented, and the main motive for organic farming are personal beliefs. The organic
food producers distribute their products mostly directly, through selling at the farm.
The reason for that is big distrust and insecurity, as well as discrepancies in the law
and regulations of the Republic of Croatia, where large producers are in a considerably
more dominant position than the smaller ones.

There is a small percentage of those who market their organic food products via indirect
channels in specialized stores and with the buyers - wholesalers. The respondents
answered the question about the actions needed for further market development.
Domestic organic producers pointed out that education and informing the consumers
are areas which need most attention from the Ministry of Agriculture. In addition, they
deem partnerships among the domestic producers necessary, in order to gain power in
negotiating with retail chains and state. Furthermore, for future market development,
there is also a need for encouraging cooperation between the leading food chain retailers
and the producers. Domestic producers should form and join associations in order to
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negotiate with the supermarkets, while the leading supermarket chains should initiate
cooperation with the domestic producers of organic food.

The results of the conducted research can be applied for scientific and practical
purposes. It is therefore at disposal to organic food producers and retailers, aiming at
better understanding and achieving the desired channels of distribution. The findings
can also serve as the guidelines for the Ministry of Agriculture, while analysing the
future of organic agriculture in the Republic of Croatia. The goal is to develop organic
agriculture because it is Croatia’s partner for sustainable future.
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