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CONCLUSIONS

The perfect segregation of the different agricultural production types, namely
conventional, organic or based on genetically modified organisms is not possible
in practice. But the side by side functioning of this systems in agricultural pro-
duction and further on of the products on the shelves requires suitable measures
during cultivation, harvest, transport, storage, and processing to ensure co-
existence. Consumers, food and feed industry, as well as wholesalers and retail-
ers in European Union, including Polish ones demand a reasonable degree of
choice between GMO and non-GMO derived products. Accordingly the ability
to maintain different agricultural production and processing systems is a pre-
requisite for providing a high degree of consumer choice. As the organic produc-
tion grows in Poland and on other hand there is observed increase of the GMO
importance in food and feed chains the rivalry between organic and GMO sector
rises and the competition between products coming from this sectors is increas-
ing on the market too. What are then, the advantages of organic sector that
qualifies them over GMO competitors and might constitute as a basis for the
competitive strategy? This is the perception of organic products by the consum-
ers, which is much favorable comparing to GMO. Then the developing organic
sector increases the availability of organic products and forces the competition to
provide products meeting consumers requirements. Finally low capital require-
ments, subsidies and opportunities for market increase gives organic sector in
Poland an unique advantage to expand not only domestically but also abroad. A
key factor in the competitive strategy of the organic sector should be therefore
the broad information about the advantages of organic nutrition. The advertis-
ing and sale forces, which are elements of the communication with the consum-
ers, would be appreciable contributors to organic sector’s development, and ac-
cordingly threat to GMO products. In this context the co-existance brings the
biggest results to the economic and market issues, placing the consumer attitude
as a key factor for development of the market competitive advantages, especially
for organic sector in Poland.

ABSTRACT there are no GMO cultivations, but such

products are available at the market.

Growing concerns are observable  Nonetheless the European Commission
over the co-existence between geneti- permitted biotech varieties to be grown
cally modified organisms (GMO) and in the European Union, in Poland there is
organic products in Poland. In Poland  much opposition to GMO. It is empha-
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sized that the ban of GMO is the only
option, among others to ensure the fur-
ther development of organic farming. A
system of organic production exists is
Poland since 2001. Although this sector
is booming in terms of number of or-
ganic farms and the area under organic
cultivation the market remains un-
developed. Considering different aspects
of the co-existance between GMO and
non-GM products it needs to be taken
into account that in EU no form of agri-
culture should be excluded and the abil-
ity to maintain different agricultural pro-
duction systems is a prerequisite for pro-
viding a high degree of consumer choice.
In this context the co-existance brings
the biggest results to the economic and
market issues, placing the consumer atti-
tude as a key factor for development of
the competitive advantages, especially
for organic sector in Poland.

INTRODUCTION

Agriculture is an open process, which
means that perfect segregation of the dif-
ferent agricultural production types,
namely conventional, organic or based
on genetically modified organisms
(GMO) is not possible in practice. Co-
existence of these production types,
which will not lead to a systematic ex-
clusion of one or more of them, can only
be ensured if the segregation measures
are designed in a way that the limitations
are taken into account. Co-existence
therefore refers to the ability of farmers
to make a practical choice between con-
ventional, organic and genetically modi-
fied (GM) crop production, in compli-
ance with the legal obligations for label-
ing and/or purity criteria (OECD, 2000).
On other hand the possibility of adventi-
tious presence of GM crops in non-GM
crops cannot be dismissed. Conse-
quently, suitable measures during culti-

vation, harvest, transport, storage, and
processing are necessary to ensure co-
existence. Consumers, food and feed in-
dustry, as well as wholesalers and retail-
ers in European Union (EU) demand a
reasonable degree of choice between
GMO and non-GMO derived products.
But different modes of European agricul-
tural production are not naturally com-
partmentalized. If GM crops increase
their share in EU agriculture important
questions arise concerning their coexis-
tence with non-GM crops, especially or-
ganic grown, through the food and feed
value supply chains. According to EU
organic law (Council Regulation No
2092/91) the GMO is not accepted in or-
ganic production. However the European
Commission recommendations (Euro-
pean Commission, 2003) state that co-
existence measures should not go be-
yond what is necessary and the ability to
maintain different agricultural produc-
tion systems is a prerequisite for provid-
ing a high degree of consumer choice.

MATERIAL AND METHODOLOGY

To describe the overall situation of
the Polish organic sector in light of co-
exiatance between GMO and non-GM
products there have been used different
sources of data. The biggest parts are
secondary data taken from the Polish na-
tional statistics as well as academic re-
searches’ outcomes from Poland and
other countries. There have been also
used documents and papers being a pri-
mary or secondary law, both in EU and
in Poland, as well as other strategic pa-
pers. To assess the competitive advan-
tage of Polish organic and GMO sectors
the concept of strategic analysis has been
applied. There has been used the five
forces” model developed by M. Porter.
Also the analysis based on the statistics
have been applied.
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ORGANIC AGRICULTURE
IN POLAND

Poland as new EU member states
with a rather hesitant initial development
of organic agriculture, today faces an
,organic boom”. The payment of land
subsidies caused the number of organic
farmers to suddenly treble from 1999 to
2000 and the annual growth since then
commands respect. Poland is now about
to make another great leap forward. Ac-
cording to offical data (Gijhars, 2005)
the organic area is to grow from the pre-
sent 167,740 ha (end of 2005) to 200,000
ha by the end of 2006. The number of
organic farms in Poland increased by an
impressive 315% from 2,286 in 2003 to
7,183 at the end of 2005. The growth
rate 2004/2005 has been 91%. Accord-
ingly, during two years the number of
certified processors increased over four
times: from 22 in 2003 to 99 in 2005.
The average size of organic farms in
2005 reached 23 ha, which is distinctly
larger than conventional farms (i.e. 7,43
ha). 47% of the certified organic land has
been used for arable farming and 47% as
grassland, 5% for growing fruit and ber-
ries and 1% for vegetables (2005). Ad-
mission to the European Union has dou-
bled the support for organic farmers, so
there is a considerable financial incen-
tive for converting to organic — as eve-
rywhere in Europe. Grants are also
available for the certification. The struc-
ture of organic agriculture is very mixed
in Poland. A good half of the 7,183 or-
ganic farms were between 5 and 20 ha in
size. About the quarter of the farms were
less than 5 ha, and 18% were 20 to 50
ha. Larger farms with over 100 ha ac-
counted for only 7%. Many farms are
still in the first two years of conversion
and cannot sell any products with an or-
ganic label during this transition period.
On the basis of accountancy data con-
tained in the Polish FADN in 2004

(Nachtman — Zekato, 2006) economic re-
sults of organic farms were compared
with results of a traditional farm group in
the same type of farming and economic
size of 5.5 ESU. Taking into account the
incurred costs of fertilisers and plant pro-
tection products, which were several
times lower in organic farming as com-
pared to traditional, the organic farms in
Poland achieved a higher value added
due to lower specific production costs
and the system of subsidies supporting
organic production. The prices that
farmers received for their organic prod-
ucts were not much higher then the con-
ventional ones.

Organic products are mainly sold at
present by direct marketing and special-
ist shops that are similar to small health
food stores. The share of fresh fruit,
vegetables, milk products and meat is
growing constantly. The conventional
supermarkets and department stores —
mostly of Western origin — also stock an
increasing number of organically produ-
ced food items. There are some 300 sales
outlets for organic products in Poland.
Organic agriculture has been controlled
by law since as early as 2001. Seven Pol-
ish certification bodies ensure compli-
ance with the EU organic standards. In-
ternational certifiers also operate in Po-
land. All Polish organic farms are given
a thorough inspection once a year, as is
usual throughout Europe. Products can
only be labelled as organic if they origi-
nate from a certified company. There is
no separate official organic label in Po-
land, and the official EU organic label is
used. Poland as a rural country offers
growth potential for organic agriculture
and enormous opportunities for both
domestic market development and ex-
port. Poland together with the Czech Re-
public and Hungary is one of the new
EU member states in which organic agri-
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culture is developing most
(Metera — Maciejczak, 2005).

rapidly

GMO IN POLAND

So far GMO use is very restricted in
Poland. According to official data pro-
vided by responsible authorities, cur-
rently there are no GMO cultivations in
Poland (Simonides, 2004). However,
since September 2004 the European
Commission permitted GMO varieties
to be grown in the European Union. Pol-
ish authorities asked for a two-year tem-
porary prohibition, backing up this claim
by the need to strengthen the existing
law on GMO plant cultivation. Neverthe-
less, there is much opposition to the in-
troduction of GMO crops at the local and
regional level. As a result, 13 provinces
out of 16 have already announced that
they aim for a total ban of GMO crops
(GMO free zones..., 2005). The authori-
ties of Malopolska province, with one of
the highest shares of area subject to or-
ganic production in Poland, emphasize
that such a ban is the only option to en-
sure the further development of organic
farming.

At present there are two basic regula-
tions that refer to GMO issues in Poland:
The legal act of 22 June 2001 on geneti-
cally modified organisms and The legal
act of 11 May 2001 on health conditions
of food and nutrition. As a result of the
harmonization process with EU aquis, on
14 October 2004 the Council of Minis-
ters approved and sent to the Parliament
the proposed amendment to the law on
genetically modified organisms. The
proposal sets new rules, among others,
for closed use of genetically modified
microorganisms and genetically modi-
fied organisms as well as their introduc-
tion to the market. Also proposed is a
joint monitoring system of GMO use. In
2004, Inspection of the Trade Quality of

Food Products carried out controls,
which aimed to check out the conditions
of transport, storage, documentation as
well as labeling of products that might
contain GMO in Poland (The report
on..., 2004). Two main products were se-
lected, soya and maize. The results of the
controls show that 99% of products from
soya were labeled as GMO free that was
confirmed by appropriate certificates
(Solae Europe, Cerestar, Gene Scan,
Solbar). In the case of maize, 84% of
products traded as GMO free had the re-
quired certificates. Only 1% of all con-
trolled products did not have any infor-
mation about GMO on their labels.
Nonetheless, 61% of checked products
were labeled incorrectly. Among the
samples that were analyzed in depth,
3.77% contained over 0.9% GMO, in-
cluding two samples declared as GMO
free.

However another surveys shows that
almost 98% of soymeal imported to Po-
land (in 2005 it was 1.6 mln t) contains
over 0.9% of GMO. That means that
animal fodders produced from this soy-
meal are not GMO free (Maciejczak,
2006). Although there are no exact data
about the influence of GMO-free policy
in Poland base on the research on Euro-
pean level it could be shown that the
costs associated with such policy might
influence the profitability of companies
and the prices of products. For example
for producers of poultry meat, whilst the
additional costs associated with using
non-GM protein (soy meal) in diets has
added up to 2% to feed costs (at the EU
level, adding between 10 million EUR
and 50 million EUR to annual feed raw
material costs), the impact on profitabil-
ity has been marked up to 7% in minus.
To the year 2008 these costs are likely to
increase significantly (at the EU level,
adding between 41 million EUR and 129
million EUR to the cost of feed raw ma-
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terials), potentially resulting in profit-
ability losses of 9%-29%. These levels
of losses are likely to be unsustainable
and continuation of a non-GM policy
will probably require buyers of poultry
meat to pay higher prices to cover the
additional raw material costs (Brooks —
Craddock — Kniel, 2005).

PERCEPTION
OF POLISH CONSUMERS

In Poland consumer requirements, as
far as food is concerned, are continuo-
usly changing. In the 80’s, consumers
perceived appearance (size, colour, lack
of blemishes) and packaging as the most
important features of grocery products.
Nowadays, consumers attach more im-
portance not only to merchandise cri-
teria, but they also care about health as-
pects (health, safety, non chemical pro-
duction processes and absence of pesti-
cides) and environmental aspects (goods
should be produced so that the environ-
ment is not destroyed). All the condi-
tions mentioned are met by organic food.
One of the factors which reinforce its
position on the market is an increasing
demand for organic groceries (Kucinska
— Pelc — Artyszak, 2006).

However the surveys carried out in
Poland in 2000 and more recently,
showed that half of respondents did not
know the term ,,organic food”. The term
was either completely unknown to them
or they misunderstood it. The other half
of respondents were familiar with the
term of ,,organic food”, yet only 23% of
them were consumers of it (Pilarski —
Grzybowska, 2002). Research conducted
by Zakowska and Biemans (2005)
showed that the term ,,organic food” was
recognized by approximately 71% of re-
spondents. However, 35% of them were
still not able to define it properly. The
majority of organic food consumers are
under 45 years old (they constitute 57%

of respondents) and between 46 and 65
(31%). The least numerous groups con-
sist of respondents below 20 (9%) and
above 65 years old (21%). An important
determinant of purchasing organic food
is gender. Research by Laguna and
Zuchowski (2000) as well as Zakowska
and Biemans (2005) proved that women
account for over then half of organic
food buyers in Poland.

Accordingly surveys on the public
perception of biotechnology were con-
ducted in Poland, similarly as Euro-
barometer in the EU, in 1996, 1999,
2001 and 2003. In the 2003 survey on a
representative sample of Poles (1007 re-
spondents above 15 years old) 74% re-
spondents declared that they heard about
GMO (Janik-Janiec — Twardowska —
Twardowski, 2003). However, the major-
ity admitted that they are not sufficiently
informed about this issue. More than
50% of Poles are in favor of scientific
research using the biotechnology and
genetic engineering in production and
processing of food. However, 58% of re-
spondents are afraid that the GMO in
food products might have negative im-
pact on environment and human health.
Compared with the 2000 survey, there is
decreased support for research on GMO
in food (by 18%) and an increase of
GMO related threats to health and envi-
ronment (by 7%). The respondents were
very much concerned about the regula-
tory framework of GMO and 83% of
them expected that all issues related to
GMO should be strictly regulated by the
law and supervised by the government.
Almost 75% of Poles believe that new
legislative measures concerning GMO
should be consulted with civil society.
Compared to the previous surveys these
results clearly indicate that less Poles
support GMO in food products and they
have very high expectations concerning
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the scope of regulatory framework and
labeling of GMO products.

One could sum up that the main rea-
sons for lack of interest in purchasing
organic food in Poland are unavailability
of information accompanied by the not
sufficient wide availability of organic
food, which influences the prices. A key
factor in the development of the domes-
tic market is therefore the information
about the advantages of organic nutri-
tion. Accordingly luck of information
about the GMO products, either on
products, or in public perception accom-
panied with the lower price are the key
factors that drives sale of biotech food.

COMPETITIVE ADVANTAGE OF
POLISH ORGANIC AND GMO SECTORS

The general concept of competitive
advantage indicates that it is an advan-
tage over competitors gained by offering
consumers greater value, either by means
of low prices, or by providing greater
benefits and services that justifies higher
prices. Due to an author of this concept
M. Porter (1985) the competition is at
the core of the success or failure of firms
or sectors. Competition determines the
appropriateness of activities that can
contribute to performances such as inno-
vations, a cohesive culture, or good im-
plementation. Thus competitive strategy
is the search for a favorable competitive
position in an industry, the fundamental
arena in which competition occurs.
Competitive strategy aims to establish a
profitable and sustainable position
against the forces that determine industry
competition. Competitive strategy must
grow out of a sophisticated understand-
ing of the rules of competition that de-
termine an industry's attractiveness. The
ultimate aim of competitive strategy is to
cope with and, ideally, to change those
rules in the competitors' favor. In any in-
dustry the rules of competition are em-

bodied in five competitive forces: the en-
try of new competitors, the threat of sub-
stitutes, the bargaining power of buyers,
the bargaining power of suppliers, and
the rivalry among the existing competi-
tors. The Figure 1 presents the analyze of
five forces for both organic and GMO
sectors in Poland.

The five forces determine industry
competitiveness because they influence
the prices, costs, and required invest-
ment. Buyer power influences the prices
that firms can charge and is very strong
in case of Polish consumers. They are
very price sensitive, require high quality,
and food is important issue in their con-
sumption basket. The difference is a per-
ception of organic and GMO food ac-
companied with an awareness of own
health and the environment issues. The
power of well informed buyers would
significantly influence the costs and in-
vestments, because powerful buyers
could demand costly services, i.e. GMO-
free or organic poultry meat. At the same
time the bargaining power of suppliers
determines the costs of raw materials and
other inputs. In case of the GMO suppli-
ers they are strong, significantly concen-
trated and integrated. The power of or-
ganic suppliers is very low. They are de-
concentrated and due to market un-
development, slightly premiums received
due to organic value added might satisfy
them. This would influence the level of
premiums paid by final consumer, who
could accept higher price for GMO-free
assurance. As the GMO and organic
products are substitutes the rivalry
among them, as well as among products
from other systems, i.e. conventional and
integrated is very high. The threat of en-
try places a limit especially on shapes
the investment required to deter entrants.
In case of organic sector the investment
requirements are very low and are sup-
ported by the subsidies, while GMO sec-
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tor requires high investments. New play-
ers that could easily enter the organic
sector in Poland on one hand might in-
crease the rivalry, but on other could
significantly contribute to the develop-
ment of the market. However the inten-
sity of rivalry influences prices as well
as the costs of competing in areas such
as plant, product development, advertis-

ing, and sales force. The later ones are
very well developed by the GMO sector,
comparing to very undeveloped in or-
ganic one. Again advertising and sale
forces, which are elements of the com-
munication with the consumers, would
be appreciable contributors to organic
sector development, and accordingly
grate threat to GMO products.

Figure 1

Five forces model for organic and GMO sector in Poland

THREAT OF ENTRY
ORGANIC - LOW:
significant support to convert;
low capital requirements
basic agricultural knowledge
required,

GMO - HIGH:

high capital requirements;
key of entry is a through
knowledge of specific disease.

POWER OF SUPPLIERS
ORGANIC - LOW:

large de-concentration;

low premiums expectations;
underdevelopment of mar-
ket.

GMO - STRONG:

large concentration;
significant integration back
and forward;

it is too costly to switch
from one supplier to an-
other.

!
INTENSE OF RIVARLY
ORGANIC - INTENSE:
small market share (EU:2%,
PL:0,2%%*);
small and medium size of
companies;
low investments,
mainly local and regional
market operation.
GMO - INTENSE:
5 biggest biotech companies
controls ca. 20% of seed
market globally, in Poland
46% varieties in national
catalogue are foreign**;
high investments involved;
high lobbing influence.

POWER OF BUYERS
ORGANIC - STRONG:
high price sensitivity;
high quality require-
ments, public perception
on organic;

item being bought is an
important input.

GMO - STRONG:
high price sensitivity;
high quality require-
ments,

public perception on
GMO;

item being bought is an
important input.

D

THREAT OF SUBSTI-
TUTES

ORGANIC - HIGH:
Foods and feeds from other
agricultural systems

GMO - HIGH:

Foods and feeds from other
agricultural systems.

Source: own investigation, * OECD 2003, ** ISF, Polish National Catalogue of Varieties
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