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Abstract 

With the ongoing growth of the organic sector and the spread of organic production across the EU, the field of organic certification has become a maze of competing labels and logos. This diversity reflects the specific conditions in different regions and countries, but can also lead to confusion for producers and consumers, as well as create a variety of costs. It is imperative to conduct a comprehensive economic analysis of the variety of existing certification systems and their impact on the internal European market for organic goods. This project proposes to combine the experience and knowledge of both researchers and SMEs to analyse the implementation of organic certification systems and to estimate all relevant expenditures or transaction costs for different certification systems along the organic food supply chain. Benefits of certification will also be analysed, using data on consumers’ recognition and willingness to pay for different organic logos and trademarks. Finally, recommendations will be drawn for the EU Commission, national competent authorities and private actors in organic food and farming on how to increase effectiveness and efficiency of organic certification.
Project Overview and Objectives 
Certification is a key element of organic farming systems today, because only certified organic products may be labelled as such, thereby gaining access to the organic market and earning premium prices. Conceptually, the main benefit of organic certification systems is to assure everyone within the organic supply chain, and particularly the consumer, of the integrity of organic products. This is necessary because ‘organic’ is defined by the process of its production rather than characteristics of the end product alone (e.g. residue levels) and the supply chain of organic food is subject to imperfect information and opportunistic behaviour (such as fraud). 

Moreover, organic certification systems involve costs. A proportion of the higher cost of organic products may result from the costs of certification along the supply chain, through inspection of the farmers, the processors, the wholesalers, the importers and, in cases where products are repacked, also the retailers. Currently, some of these costs may be due to inefficient design of organic certification systems and lack of mutual recognition among certifiers. In any case, it can be assumed that the total cost of the organic certification system in Europe is substantial; however, no reliable estimates exist. In general, very little information on this sector is publicly available and a general overview of key aspects and the functioning of the organic certification system is missing. This is particularly problematic in light of the current revision for the legal provision for organic production in the EU (European Union) and associated countries.
For this reason, this project has been proposed under the Seventh Framework Programme of the European Commission. It is the aim of the project to evaluate organic food certification systems in Europe, in order to provide research-based recommendations on how to improve these systems in terms of efficiency and transparency. This is also likely to strengthen the competitiveness of the European organic food sector because it will reduce the incidence of non-compliance and thus increase consumer trust. 

The project will be divided into the following key objectives:

1. Provide a comprehensive review of organic certification systems and standard setting procedures, including a database on key data, a review of relevant international regulations, an overview on publicly available certification prices, and an estimate of the size of the certification sector. 

2. Analyse the implementation of organic certification systems and assess all relevant expenditure and transaction costs for different certification systems along the organic food supply chain.
3. Investigate the main benefits of certification systems, both qualitatively and quantitatively, in terms of consumers’ recognition and willingness to pay for different organic logos and trademarks.

4. Improve risk-based certification systems and increase cost effectiveness of certification, through the application of economic models.

5. Develop recommendations for the EU Commission, national competent authorities and private actors in organic food and farming on how to increase the effectiveness and efficiency of organic certification. 

6. Include stakeholders’ views in the assessment of organic certification systems and share the project results with them and the public.
Proposed Methodology

Since the amount of literature directly referring to organic certification systems is limited, it is helpful to examine more general literature on food quality and other certification processes which goes beyond organic food and farming and thus integrates other aspects into the discussion. A comprehensive overview on the economic literature on food quality assurance and certification systems (both organic and conventional) is given by Burrell et al. (2006). Focusing on methodology, they identify 13 relevant research questions that address, among other issues, what are the benefits and costs of quality assurance/certification schemes, what is the optimal mix of public and private funding for such systems, what are producers’ attitudes towards them, and what are consumers’ views of various labels and levels of quality? The framework of this project will to some degree mirror these questions, as can be seen in the key objectives mentioned above. The project will be divided into six work packages (WP), of which each will be dedicated to achieving one of these objectives. 
Once a baseline has been developed, compiling all available data on the current state of organic certification in the EU (WP 1), the next step will be to identify and analyse the costs of certification (WP 2). The starting point of a thorough cost estimate must be a classification of all kinds of transaction costs resulting from certification at different levels of the supply chain. The concept of transaction cost economics (Coase, 1937; Williamson 1979, 1985) is a widely used approach to analyse the costs incurred when exchanging goods and services. Alternatively, McCann et al. (2005) suggest a comprehensive typology and discuss measurement methodologies for transaction costs in the field of environmental policy. This framework may also be helpful in conducting a transaction cost analysis of the organic sector. In order to assess administrative burdens, the Netherlands introduced a ‘Standard Cost Model (SCM)’ in 2002. This model is now used to assess the administrative costs of EU legislation (Commission of the European Communities 2005). In this project, the SCM will be applied to the analysis of the costs of organic certification, being itself a direct consequence of EEC Reg. 2092/91.
Benefits of certification will then be examined in relation to consumer recognition and willingness to pay (WP 3). One method for gathering ideas to begin to understand consumers’ awareness and perception of different organic standards and the corresponding buying behaviour is to start with a qualitative market research study. This will involve an overview of existing organic labels standing for different standards and certification systems, achieved through a market inventory conducted by small observational study. Focus group discussion will then be used to collect a wide range of consumers’ opinions and views. The combined results of the market inventory and focus group discussions will provide the necessary background information to design an appropriate quantitative consumer research study. 
In WP 4, data collected from the two previous work packages will be statistically analysed and used to develop novel economic models for inspection systems. Bayesian modelling will be applied to determine how to increase effectiveness and efficiency of inspection, with regard to risk of non-compliance. A heuristic model of organic certification will also be developed that links all relevant factors determining non-compliance related damages, as well as compliance costs and transaction costs of certification.
During the course of the project, results will be discussed with various stakeholders, particularly in terms of their applicability. This input from the stakeholder will be integrated into the compilation and synthesis of all results and the forming of recommendations for the EU Commission and pertinent national authorities (WP 5).
Project Consortium 
The project consortium consists of ten partner institutions from seven different European countries. Although eight of the ten project partners focus on scientific research, two SMEs are also part of the consortium and will bring extremely valuable experiences and perspectives to the project. 

A basic idea in the consortium formation is that the partners need on the one hand, a common ground in order to work effectively together and, on the other hand, must be diverse in background (science vs. business), scientific and methodological capabilities, regional spread and other factors, in order to form a complementary partnership.

The members of the project consortium are:

· University of Hohenheim (UHOH), Institute of Farm Management, Stuttgart (DE)
· Research Institute of Organic Agriculture (FiBL), Socio-Economics/International Cooperation Department, Frick (CH)
· Polytechnic University of Marche, Dipartimento di Ingegneria Informatica, Gestionale e dell’Automazione (DIIGA), Italy
· University of Kassel, Faculty of Organic Agricultural Sciences, Department of Agricultural and Food Marketing, Germany
· Institute for Marketecology (IMO), Switzerland

· University of Ege, Faculty of Agriculture, Department of Agricultural Economics, Turkey 

· Danish Research Centre for Organic Food and Farming - Aarhus University, Denmark

· Czech University of Life Sciences Prague, Faculty of Economics and Management, Czech Republic
· Institute for Ethical and Environmental Certification (ICEA), Italy

· Aberystwyth University, Institute of Rural Studies, United Kingdom

This choice of partners ensures that the project will have the advantage of particular expertise in a wide range of fields relevant to this study, including: previous experience with all aspects of organic certification and policy, comprehensive knowledge of economic modelling and analysis, as well as experience in consumer and market research, participatory methods, dissemination and stakeholder involvement.
The results of the project and the subsequent recommendations will not only be shared with the European Commission and national/regional governments for the purposes of policy development, but also disseminated at the stakeholder level through workshops and pertinent newsletters, to the scientific community through scientific publications and congresses, and finally to the general public by means of a freely accessible website.
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