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ECONOMIC PERFORMANCE AND MARKETING OF ORGANIC FARMS 

IN SOUTHERN ITALY
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Luigi Cembalo

ABSTRACT: In an attempt to better understand the factors and the kind of entrepreneurial behavior that affect the economic performance of organic farms, this empirical work aims to learn more about the relationship between differentiation strategies and market competitiveness of organic farms. To do so, farmers of a sample of organic farms were interviewed about technical and economic performance. Sample data represent more than 30% of the total number of organic farms in Campania and the data collected were used for building an empirical model. A qualitative response model (logit) was used to estimate the probability of a farm economic success related with market and farm level variables. The empirical model confirmed some of the results obtained by filière studies regarding organic production such as farm size, geographic location and market connections. Moreover, it characterized a few other issues related to difficulties in making the differentiation work, i.e., farm operators’ training and chief town closeness. Finally, it can be concluded that a decision maker should care not only about monetary policies but also, and to a greater extent, about market policies and research for stimulating organic production.

Key-words: entrepreneurial success, product differentiation, econometric qualitative response model (logit), information and training strategies.
DESEMPENHO ECONÔMICO E COMERCIALIZAÇÃO EM FAZENDAS ORGÂNICAS NO SUL DA ITÁLIA

RESUMO: Este estudo investiga os fatores e ações empresariais que afetam o de​sempenho econômico de fazendas orgânicas. O estudo empírico visa entender a relação entre estratégias de diferenciação e competitividade dessas fa​zendas no mercado. Para esse fim, produtores de uma amostra de fazendas orgâ​nicas foram entrevistados sobre desempenho técnico e econômico. A amos​​tra representa 30% do total de fazendas orgânicas na região de Campania, no sul da Itália. Um mo​de​lo qualitativo de respostas (logit) foi utilizado para estimar a proba​bilidade de sucesso de uma fazenda orgânica, relacionando as variáveis em nível de mercado e de fa​zen​da. O modelo empírico confirmou alguns dos resultados obtidos em estudos de cadeia de produção orgânica no que diz respeito a  tamanho da fazenda, localiza​ção geográfica e cone​xões com o mercado. Além disso, caracterizaram-se alguns tópicos re​la​​cionados com as dificuldades em se viabilizar a diferenciação desses produtos, como a capacitação dos produtores e a distância do centro urbano consumidor. Finalmente, pode-se concluir que os órgãos tomadores de decisões deveriam se preocupar não apenas com políticas monetárias, mas, e em maior grau, com políticas de mercado e de pesquisas para estimular a produção orgânica.

Palavras-chave: sucesso empresarial, diferenciação de produto, modelo econométrico de res​posta qualitative (logit), estratégias de informação e de capacitação.
1 - INTRODUCTION

The recent debate on organic farming in Italy has been attempting to address the factors limiting its wider diffusion. Filière studies highlighted many of the difficulties of the entire system, suggesting public interventions and private behavior to overcome these difficulties (Santucci, 1997). Together with these studies, some farm level microeconomic analyses were done to investigate the technical issues a farm has to face in producing organic goods (Zanoli, 1995), the conditions under which the techniques employed are more economically convenient than the conventional (Cicia; D’Ércole, 1997), and the beneficial effects of such productive typology on the environment (Cembalo; D’Ercole; carbone, 1998).

This work tries to understand what factors and what kind of entrepreneurial behavior influence the economic success of an organic farm, with the purpose of univocally defining its strengths and weaknesses, as well as the market relations involved. To such a purpose, sample data of a group of orga​nic farms operating in Campania, a region in southern of Italy, were collected. This allowed to take into account relationships between the farm’s technical elementary activities and its economic success. This case study intends, therefore, to provide an empirical verification of the recent filière analysis, without losing sight of the farm level dimension. This empirical study was conducted by means of an eco​no​metric estimation of the probability of economic success of a sample of organic farms. It is concerned with the determinants that affect entrepreneurial su​c​cess, highly emphasizing endogenous and exogenous farm characteristics and market potentialities.

2 - A BRIEF LOOK AT THE ORGANIC AGRICULTURE IN THE EUROPEAN UNION AND ITALY

In order to better understand the results of this research, it is worthwhile to briefly describe the European Union (EU) organic agriculture context in which the  Campania farms of the sample were operating during the interview.

At the end of 1999, the first data about the 1998 organic production were publicised. Though incomplete, provisory and still strongly aggregate these data, together with the ones regarding previous years, are particularly useful to describe the recent evolution of the European and Italian organic agriculture. Despite a non-optimal quality of the available data, it was possible to achieve a fairly clear representation of the impact of the organic agriculture in Europe and Italy.

Table 1 represents the diffusion of organic agriculture in Europe from 1985 to 1998
. 
It seems evident that the growth of the organic agriculture in Europe is quite well represented by a multiplicative growing trend (Figure 1) that seems to imply a reasonable way out of this typology of products from the niche market.

It must be underlined that such a trend has not involved the EU countries in a uniform way. Germany (416,518ha.) and Italy (750,000ha.) have reached a considerable amount of organic arable land invested. Grouping next are Austria, France, Great Britain, and Spain with over 200,000ha. Next come the other countries, with smaller surfaces. If the relation between the organic surface and the conventional one is taken into consideration, Austria (7.2%) and Sweden (3.4%) rise clearly above the others, without however considering Switzerland (3.8%), as it is outside the EU.

In the last 5 years, such a development has been particularly strong in many countries and for different reasons. It is not the scope of this paper to examine the motivations of such an increase in organic farming. However, it is useful to briefly describe a transversal motivation for the EU countries, and two specific examples of local government policy strategies. 

The common strategy can be referred to the EU Reg. 2078/92. This regulation contains 11 meas​-

Table 1 - Organic Surface Distribution in European Union 

1985

ha 
1988

 ha 
1991

 ha 
1994

 ha 
1996

 ha 
1997

 ha 
1998

 ha 
Org AL1/Tot AL 1997  (%)

Austria
 7,500 
12,320 
   27,580 
  186,494 
   309,089 
    345,375 
287,945
10.0

Belgium
  500 
    1,000 
    1,300 
    3,043 
    4,261 
    6,418 
10,745
0.5

Denmark
  4,340 
    5,881 
  17,963 
  21,145 
  44,989 
  64,329 
n.a.
2.4

Finland
   1,000 
    1,500 
    6,752 
  20,153 
  84,555 
   152,105 
127,123
3.9

France
45,000 
  57,000 
  72,000 
  87,000 
   137,084 
   165,405 
218,775
0.5

Germany
 29,100 
  32,850 
  90,622 
   246,458 
   354,171 
   389,693 
416,518
2.2

Great Britain
  6,000 
  11,000 
  31,000 
  30,992 
  49,535 
  54,670 
275,966
0.3

Greece
- 
      50 
    200 
    1,188 
    5,269 
  10,000 
15,401
0.2

Ireland
  1,000 
    1,400 
    3,800 
    5,557 
  20,496 
  23,591 
24,410
0.5

Italy
  5,000 
    7,500 
  13,218 
   102,000 
   334,175 
   641,149 
750,000
4.3

Luxemburg
     350 
    425 
    600 
    500 
    594 
    618 
777
0.5

Holland
  2,450 
    4,800 
    9,227 
  10,473 
  12,385 
  16,660 
n.a.
0.8

Portugal
     200 
    370 
    1,000 
    3,000 
    9,191 
  12,193 
29,553
0.3

Spain
  2,140 
    3,000 
    4,235 
  17,209 
   103,735 
   102,335 
269,465
2.6

Sweden
  4,500 
  14,328 
  39,743 
  56,751 
   113,571 
   117,669 
127,330
3.4

Total
109,080 
   153,424 
   319,240 
   791,963 
 1,583,100 
 2,102,210 
 2,569,589 
1.7

1AL stands for Arable Land
[image: image4.wmf]Source: Ministero delle Politiche Agricole e Forestali (MiPAF).

Figure 1 - European Union Organic Surface trend from 1985 to 1998.

[image: image5.wmf]N

i

u

HR

MS

i

MS

HR

i

MS

i

MS

,

,

2

,

1

'

'

L

=

+

+

+

b

b

Source: Ministero delle Politiche Agricole e Forestali (MiPAF).

ures aiming at a more sustainable agriculture in Europe, one of which regarding organic farming. It was introduced in 1992, with the precise scope of inducing farmers to switch from agronomic to organic practices, which would be more environmentally sustainable. To the farmers who spontaneously decided to switch to organic farming, as specifically indicated in the EU Reg. 2092/91, the government would give a certain amount of money
 with the objective of reducing possible revenue losses due to the new farming technique adopted. This would help farmers deal with part of the change-related risk. 

As for examples of local government strategies, in 1996, the Austrian organic surface of the federate states of Salzburg and Tyrol was 20 - 25% larger than the that of the conventional one. Such a strong development has its primary cause in a transformation plan adopted by that country, by means of which farmers were both induced and subsidized, firstly by the EU, and then by the Government itself, to change their agronomic practices, thus finding a more fertile field to operate in. 

A second example regards Sweden. A considerable growth perspective observed in this country was induced in 1995 when the Parliament made the decision, in terms of land policy, to reach an organic surface not below the 10% of the total arable land by the year 2000.

2.1 - Organic Farming in Italy

Back to the structural situation, it is very important to consider what happened from 1996 to 1998, since it was in then that most of the EU Reg. 2078/92 effects became effective. In fact, from 1996 to 1998 the number of hectares almost doubled in the EU, from 1,583,100 to more than 2,500,000 hectares (Table 1), equivalent to about 2% of the total European arable land. However, the most remarkable aspect of these data concerns Italy. This country presented the highest growth rate in the second half of the 90s both for farms and organic surface among the EU countries. Such a trend had a new boost over 97-98, when Italy assumed the leadership in organic productions. While Italy rated second in 1996, only behind Germany with 22.6% of the European organic arable land, it was the first producer country considerably ahead of the others in 1998 

The Italian organic surface nowadays covers about 31% of the European organic arable land, and 41% of the European organic farms are in Italy. As for processing (Table 2
), the situation is less successful because most of the productive units are in France and Germany. Italy ranks third, with 2,100 farms and a share of only 18%. This last datum underlines the fact that Southern Italy almost always plays the role of productive basis, while the following phases are mostly located in Northern Italy and Europe. Table 3 shows the distribution of organic arable land and number of farms in any of the Italian regions (Figure 2). 

It must be firstly underlined that there is a slight contradiction between the national organic arable land reported in table 1 (MiPAF source) and the one in table 3 (INEA source). Unfortunately, the data reported by the various official sources are somewhat different. Looking at the time series in table 3, it becomes clear that the southern regions and islands go through a “turbulent” growth
, since Southern Italy had about 72% of national organic arable land in 1998. Particularly noteworthy are the cases of Sardinia and Sicily: in the former, organic arable land now represents 18.8% of the total arable land while in the latter, it equals 8.2%. As it was logically expected, when the EU Reg. 2078/92 became fully effective, Italian organic agriculture leapt forward remarkably, even though the first signs of some slowdown are clearly visible. 

2.2 - Organic Agriculture in Campania and Sample Data

As for the Campania region (Figures 2), the EU Reg. 2078/92 impact would seem considerable (Table 3);. In fact, in the first two years of its application the organic surface rose from about 1,600 to 10,733 ha, with a growth of 670%. However, the role of the regional organic production is still secondary both at a national level, where the organic surface is equal to 1.4% of the total one, and at a regional level, where the organic surface is equal to 1.7% of the total one (De Stefano; Cicia; Del Giudice, 2000).

Table 4 shows the Campania organic arable land divided per cultivation typologies, in 1996 and 1998. In this case, the source is the Bianco; Lalla (1999) database, SeSIRCA standing for Sector of Experimentation, Information, Research and Advice in Agriculture
.

Contradictions once again appear among the various sources; whereas the number of farms reported by INEA and Sesirca is almost the same, there is a remarkable difference in the total number of hectares. In fact, the Campania region database reports over 1400ha of organic arable land in addition to what INEA does. Particularly interesting is the comparison between the distribution of arable land among the various kinds of cultivation in 1996 and the one that came out two years later. The most important point to consider is that there are two kinds of cultivation taking the largest share: dried fruit and olive. At a certain distance, but still with a considerable surface, are fodder and cereals and, at the end, with a marginal role, are all other kinds of cultivation. Compared to the previous two years, the oil pipeline apparently lost its centrality and has 

Table 2 -  Number and Arable Land of Organic Farms; n° of Processors, and Importers in the European Union in 1998

Countries
Farms
Processors 

n°
Importers 

n°


n°
Ha.



Austria
20,148
287,945
506
21

Belgium
439
10,745
220
33

Denmark
n.a.
n.a.
n.a.
n.a.

Finland
5,058
127,123
380
8

France
6,233
218,775
3,467
51

Germany
9,213
416,518
3,108
241

Great Britain
1,527
275,966
800
100

Greece
4,183
15,401
71
0

Ireland
762
24,410
11
n.a.

Italy
40,000
750,000
2,100
26

Luxemburg
26
777
16
0

Holland
n.a.
n.a.
n.a.
n.a.

Portugal
542
29,553
25
0

Spain
7,392
269,465
388
2

Sweden
2,939
127,330
465
72

Total
98,462
2,554,008
11,092
482

Source: Ministero delle Politiche Agricole e Forestali (MiPAF).

Table 3  -  Farms and Organic Arable Land in Italy Divided per Regions (1993 to 1998) 

Regions
Organic farms

Organic Arable Land (AL)


1993

n°
1996

n°
1997

n°
1998

1993

ha
1996

ha
1997 

ha
1998
% on tot. AL 97





n°
%




Ha.
% on tot. AL 98


Piemonte
  345 
  404 
   1,074 
  1,793 
4.3

3,368
3,880
17,933
  34,985 
4.4
3

Valle D'A.
  - 
  3 
  6 
   6 
0.0

0
950
333
  452 
0.1
0.5

Liguria
  143 
  454 
  601 
   136 
0.3

3,769
8,368
10,321
   2,236 
0.3
2.8

Lombardia
  28 
  64 
  119 
   627 
1.5

106
341
1,303
  11,727 
1.5
1.1

Trentino A.A.
  124 
  161 
  264 
   288 
0.7

404
1,437
1,416
   1,853 
0.2
0.5

Veneto
  494 
  540 
  721 
   699 
1.7

4,039
3,829
6,059
   5,018 
0.6
0.6

Friuli V. G.
  108 
  127 
  139 
   127 
0.3

443
706
765
  792 
0.1
0.3

Emilia Rom.
  490 
   1,237 
   2,264 
  3,369 
8.1

7,239
32,710
51,151
  72,197 
9.2
6.1

Toscana
  288 
  699 
  743 
   788 
1.9

7,948
15,065
20,961
  26,156 
3.3
2.9

Marche
  127 
  326 
  421 
  1,496 
3.6

3,120
8,594
9,625
  28,042 
3.6
4.8

Umbria
  279 
  925 
   1,297 
   523 
1.3

3,426
15,866
27,887
  12,838 
1.6
3.3

Lazio
  139 
   1,035 
   1,952 
  1,813 
4.4

2,092
16,044
24,664
  26,473 
3.4
3.2

Abruzzo
  66 
  263 
  449 
   497 
1.2

576
3,183
6,262
   5,832 
0.7
1.2

Molise
  89 
  252 
  277 
   313 
0.8

1,294
3,824
2,432
   4,004 
0.5
1.6

Campania
  115 
  351 
  535 
  1,227 
2.9

907
3,512
6,569
  10,733 
1.4
1.7

Puglia
  107 
   2,137 
   4,315 
  4,827 
11.6

1,686
49,513
105,240
100,099 
12.7
7

Basilicata
  10 
  123 
  194 
   265 
0.6

680
3,650
5,736
   6,966 
0.9
1.2

Calabria
  173 
  582 
   1,762 
  4,960 
11.9

2,093
7,627
32,887
  57,061 
7.3
8.8

Sicilia
  961 
   6,176 
   8,326 
  9,598 
23.1

22,340
107,826
122,154
128,917 
16.4
8.2

Sardegna
  103 
   1,534 
   5,386 
  8,287 
19.9

5,144
47,248
187,451
250,058 
31.8
18.8

North
1,732 
   2,990 
   5,188 
  7,045 
16.9

  19,368 
  52,221 
  89,281 
129,260 
16.4
2.5

Center
  833 
   2,985 
   4,413 
  4,620 
11.1

  16,586 
  55,569 
  83,137 
  93,509 
11.9
3.5

South
  560 
   3,708 
   7,532 
  12,089 
29.0

  7,236 
  71,309 
159,126 
184,695 
23.5
4.6

Islands
1,064 
   7,710 
 13,712 
  17,885 
43.0

  27,484 
155,074 
309,605 
378,975 
48.2
13.1

Italy
4,189 
 17,393 
  30,845 
 41,639 
100

70,674
334,173
641,149
786,439 
100
5.3

Source:  Annuario, 1999.
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Figure 2 - European and Italian Map with Indication of the Italian Regions.

Source: Research data.

Table 4 - Organic Farms and Arable Land Divided Per Main Tipology of Cultivations in Campania (1996 and 1998)

Cultivations
1996

1998


Ha.
%

Ha.
%

Grapevine
78.3
4.9

       339 
    2.8 

Olive
522.5
32.8

    2,833 
  23.3 

Citrus
26.2
1.6

         78 
    0.6 

Orchard
72.0
4.5

       187 
    1.5 

Dried Fruit
218.3
13.7

    5,037 
  41.4 

Vegetable
77.1
4.8

       112 
    0.9 

Cereals
343.2
21.5

    1,248 
  10.3 

Fodder
131.8
8.3

    1,831 
  15.1 

Forest and Arborets
124.6
7.8

       327 
    2.7 

Others
n.a.
n.a.

       167 
    1.4 

Total
  1,594 
100

12,159
100

Farms (n°)
266

1,246

Source: Our elaboration on the SeSIRCA data base.

been replaced, in terms of surface, by dried fruit including chestnuts, hazelnuts  and  walnuts.  A  good


41% of the 12,159 ha reported by Sesirca is represented by these products.

The gathering of specific data, whose reference period is 1996, was carried out in a research of the CSREAM
. Its results are reported in De Stefano; Cicia; Del Giudice (2000). The assessed organic farms were located in the Salerno province (81%). The other farms were located as follows: 9.4% in the Caserta province, 3.8% in the Benevento province, 2.6% in the Avellino province and 2.6% in the Naples province (Figure 3). 

Farm samples used for this case study represented about 30% of the total number of Campania’s organic farms. The higher presence of organic farms in the Salerno province can be explained by a more ancient  vocation  of this   area   for   biological   tech-

[image: image9.wmf][image: image10.wmf]
Figure 3 -  Campania Region with its Provinces.
Source: Research data.

niques. Contrary to the distribution of the Campania farms, centered in the size class below 1ha, most organic farms are between 5–10ha large. This can be explained both by the unwillingness of the very small farms to introduce new farming techniques, and by the extensive nature of the area’s organic cultivation. As for the cultivation,  a very leading place position was held by olive-growing in 1996, which, in many ways and mainly in the inner areas, was already practiced in “a nearly organic” way. Other kinds of cultivation, such as that of cereals, orchards, vines and vegetables had a very modest land used and a very marginal contribution towards total organic production.

3 - ENTREPRENEURIAL SUCCESS

The basic structure used to describe the economic success of a farm was inspired by Porter’s work (1988). According to his approach, a farm can reach competitive advantage with two different basic strategies, i.e., cost leadership, and differentiation. This work will deal with organic farming facing higher costs but which, through differentiation, are able to reach economic competitiveness on the market
. The competitive premium of a farm is a consequence of the various elementary activities a farm carries out in projecting, producing, selling, distributing and assisting its products. Each of these activities can contribute to the creation of a differentiation basis that can lead to a cost or price advantage. This last aspect was examined here. It was meant as consideration of some variables perceived as very important by consumers, which make the product unique enough to counterbalance its higher sales price when compared to that of the conventional one.

The explanatory variables considered in the empirical work, later described with full particulars, were grouped into two types that can be defined as follows
: 

1 - Operative activities: these variables concern the farm organization and productive structure and they allow such a good product quality that “a price premium” may be justified; 

2 - marketing and selling: these variables concern the ways of marketing the products and the advertising of the features that differentiate the product from the conventional one, conveying the selling typologies to the consumer.

Supporting activities:

1 - Infrastructural activities: these variables concern the farm structures and are transversal to all primary activities. 

2 - Human resources management: these variables are relative to the technical qualities of the operators (supporting the operative activities) and to their abilities to establish personal relationships with buyers, including the ability to look for and develop sales channels for products (supporting marketing and selling);

3 - Development of technologies: these variables introduce typical features that differentiate the production (supporting the operative activities);

4 - Supplying: these variables ensure the maximum quality of raw materials (supporting marketing and selling).
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It was possible to obtain explanatory variables from the farms sampled only for a few supporting activities. It is however necessary to specify that for the development of technologies, the individuation of specific variables was not thought proper because differentiation is strictly connected to the features of organic production. As for supplying, the same criteria were applied since they are regulated and checked by the certification authority
 .

The above mentioned classes form an integral part of the daily productive activity of a farm and it was considered that they directly affect the probability of the farm entrepreneurial success.

The knowledge of the variables that are endogenous and exogenous to the farm and that positively influence the probability of entrepreneurial success allow a better calibration of a competitiveness strategy. A threshold value of the production, sold on specific markets
, was used as a variable that can define the entrepreneurial success of an organic farm. Computation of such a percentage value is not univocal throughout this sector, but it varies according to different geographical productive realities. As for Campania, and with particular reference to the farm sample considered, it was determined that the selling of at least one third of the production on specific markets makes positive the difference between the added revenues due to the differentiation and the costs connected to them (D’Ercole; Cembalo, 1998). 

4 - MODEL SPECIFICATION AND EMPIRICAL RESULTS

A qualitative response econometric model (logit) (Greene, 1997) of the probability of entrepreneurial success was set up by using the sample of organic farms described above. 

Formally, the empirical model can be summarized as follows:
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where i indicates the number of farms examined; OSMi is the dependent variable, that is the percen​tage of organic product sold on a specific market; IAi, OAi,  HROAi, MSi, HRMSi, are column vectors of dependent variables that describe respectively Infrastructural Activities (IA), Operative Activities (OA), Marketing and Selling (MS), and Human Resources as support of the operative activities (HROA) and marketing and selling (HRMS); ( j (j = IA, OA, HRAO, MS, HRMS) represents a row vector of parameters of Pj dimension, where Pj is the number of variables in the j group considered; ui is a vector of residuals.

Variable OSMi was not implemented, as it was observed, because the percentage of sold organic product of the farm sample was distributed in two strongly separated groups. Estimation of data like those available is cumbersome because it creates a strong distortion in the prediction of the probability of entrepreneurial success. Thus, a dichotomous variable was used as proxy of the success (S), which assumes value of 1 if the percentage of organic product sold is greater than a third of the total organic product produced, and value of 0 otherwise. In other terms:

S=1    if OSMi > 33%          ;          S=0    otherwise

As for the variables implemented in each of the categories considered, those that represent the farm infrastructural activities are: farm size in hectares (FSZ), and its territorial location (HILL). The last one was implemented by mean of a dummy variable which assumes value of 1 if the farm is located on a hill, and value of 0 if located on a flat area.

Two variables were used as proxies of the entrepreneur’s experience: number of years of farm managing (YFM), and number of years of organic farm managing (YBM).

Two variables indicating eventual changes of farm typology were considered ((ASS) and (TYP). They represent the variation of farm crops and typology in passing from the conventional to the organic asset. 

The main crop typology disposition was also taken into account (ARB) dividing farms into two categories and using a dummy variable. In the first category (value of 1) there were arboreal farms, while in the second category (value of 0) other kinds of crops were included. The distinction between these two categories was established by taking into account the relative weight of the gross product value of each crop on the total.

As the last variable in this category, the farmer’s explicit objective was implemented (ObjNR). Again, a dummy variable was used to implement this variable. 

Among variables connecting human resources as supporting farm operative activities, some farmer characteristics were considered: farmer age (AGE), school farmer skill (SCL), and farmer gender (GND).

As for the marketing and selling category, the variables taken into consideration were the following:

Farm typology (COOP). This variable is quite important because being in a multifarm company means,  for the Campania region, obtaining easier access to an organic market. 

A variable was implemented in order to discriminate among the farms that use advertising  and those that do not. A dichotomous variable (ADV) was used. The distance from the farm to the nearest chief town (CTD) was taken into consideration in order to verify whether the farms nearer to big towns, where it is possible to find points of sale of  biological products, have advantage in selling their products. Moreover, the farms nearer to big towns are more easily reached by those organic products consumers that prefer to purchase directly from the farm. As a variable of the human resources management group supporting marketing and sale, the possible allocation of  part of the available time for information gathering and for an adequate formation in the organic sector was taken into consideration (INF). This was was considered as a discriminant between farms that pay attention to marketing and those that do not care about this aspect. Among the above mentioned variables, only a part has resulted significant
, but among these last ones, all of them are concordant in sign with the expected impact. The model that better describes the probability of entrepreneurial success in terms of significance of coefficients and that presents a high percentage of correctly expected cases is the following (Table 5):

OSMi = (Hill Hilli + (CTD CTDi + (ObjNR ObjNRi+

 +(Arb Arbi + (FSZ FSZi + 

(Inf Infi + ui   


i = 1,…,81

Among the non-significant variables, it is necessary to spend some words about the farm typology (COOP). This variable was deemed helpful to increase the probability of entrepreneurial success, even though it is not statistically significant in this data set. This is so because only three farms of the sample are in a cooperative, while the others are individual firms. The reason for the non-significance of the variable is the substantial disequilibrium of the modality representation. 

The model predictive goodness, with a cutoff value of 0.33, is 90.12%, whereas the model goodness of fit was calculated by means of the Hosmer-Lemeshow test, whose value is 4.94, and the Andrews  test,  whose  value  is  34.257
. An interesting 

Table 5 - Results of the Econometric Model

Variable
Estimated coefficients
t-Statistics

HILL: territorial location
-4.659
-3.53

CTD: chief town distance
-0.067
-2.64

ObjNR: net revenue farmer 

explicit objective
1.334
1.72

ARB: arboreal crops
4.641
3.07

FSZ: farm size
0.287
2.21

INF: information and formation
1.179
1.54

Source: Research data.

datum coming out of this research is the fact that, except for the human resources category supporting the operative categories, all the factors of Porter’s approach considered for the variables classification are present in this model. In the first category, relative to the infrastructural activities, the FSZ variable, i.e., the farm size in hectares and HILL, i.e., the farm altimetrical location, are statistically significant. 

The first variable (FSZ) assumes a positive coefficient. Such a result was widely expected and indicates that the probability of entrepreneurial success increases when the farm size increases. The geographical location (HILL) with the negative sign confirms that the location in inner hill areas hits the biological product producers. The chronic lack of distribution and sale channels of such products emphasizes this result. As it will be shown later, only the farms nearer to chief towns succeed in sufficiently activating profitable marketing and sales channels. Among the operating activities, ARB is significant, that is, the dummy variable discriminating between the arboreal and herbaceous farm asset and the ObjNR variable, which discriminates between the maximization of the net revenue of the entrepreneur’s main objective and objectives of a philosophical and environmental nature. For the variable concerning prevailing arrangement (ARB), it is necessary to specify that the sample in consideration mostly presented farms with olive groves, and that orchards were very scarcely represented. On the other hand, herbaceous products, not having an efficient distribution system, and because the sample included farms mainly located in inner hill areas, were necessarily sold on conventional markets, thus confirming the analyses other empirical studies pointed out (Cicia; Del Giudice; Quarto, 1998). The variable relative to the explicit objectives of the farm entrepreneurs (ObjNR) shows, one more time, as the sign is positive, that the entrepreneurial success passes through revenue and non philo​so​phical objectives. 

The Marketing and Sales category is represented by the CTD variable, i.e., the kilometric distance from the chief town nearer to the farm. As clearly expected, the probability of entrepreneurial success is positively influenced by both the proximity to specific markets and the potential purchasers of the biological products. Every marketing action is more immediate for the farms near a chief town because of the higher per capita income and the presence of points of sale of biological products. Finally, as for the human resources supporting marketing and sales, the INF variable is significant. In this case the coefficient is positive, and the significance level of this variable was slightly higher than 5%. It was nevertheless kept in the model because it confirms the feeling that the probability of entrepreneurial success is positively influenced by human resources, that is, by the information about organic products and by the technical and managerial training of farm entrepreneurs. Many filière analyses identified this last one as a very important aspect for the diffusion of the organic products, but that still represents, at present, a slowdown element.

5 - CONCLUDING REMARKS

This work made an attempt to highlight the relationship among farm organization, organic market, and entrepreneurial success. To do so, farmers from a sample of organic farms located in Campania were interviewed. An econometric analysis was performed to put forward the importance of variables directly connected to the entrepreneurial behavior and to the chief town, and therefore to the specific market closeness. Many of the results obtained confirmed what filière studies pointed out in an analogous set of data (Cicia; Del Giudice; Quarto, 1998). Moreover, some more can be said on the importance of acknowledgment and farmers training. A strong relationship was shown between those variables and the farm economic success. The representativeness of all of Porter's factors shows how this approach can be useful for a more detailed analysis of the limits of this productive typology. Such limits relate to a weak public and private training strategy; to insufficient information on the part of the organic sector’s operators and to inefficient cooperation strategies among producers. This last aspect should have a twofold objective: make marketing strategies more convenient and turn differentiation into an operative tool for making organic farming more economically convenient than the conventional. Starting from the result of this empirical study and considering that Campania is just beginning to apply the new EU Reg. 2078/92, it seems that the public intervention is once again unbalanced, that is, minding only the monetary aspects and not caring about other equally important aspects highlighted in this and in other papers. Organic farming should not be considered only as an extra opportunity of increasing farms return. Instead, it should be seen as a different way to produce agricultural goods and also able to produce the positive externalities soon to become more and more important for the collectivity. It is necessary to recognize that organic farming significantly contributes to nature and biodiversity conservation, as well as to food safety.
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�For more details see De Stefano; Cicia; Del Giudice (2000). 





�The amount depends on two factors: 1) cultivation typology and 2) geographic location. 


�Data provided by MiPAF are not published anywhere. They are available in magnetic format, bu official request, to public institutions that use data for reasearch purpose.


�It should be noticed that there is a slight difference between the national organic arable land reported in table 1 (MiPAF source) and the one in table 3 (Annuario, 1999). It is due to a certain difference in the data reported by official sources.


�There is a remarkable difference in the number of hectares reported by Annuario (1999) and Bianco; Lalla (1999). Campania region database reports more than 1,400 Ha of organic arable land in addition to what INEA does. It is, as already said before, due to differences in the official data available.


�CSREAM stands for Center for Advanced Training and Research in Agricultural Economics, Naples -Italy. 





�A farm can create profit if the value obtained by the selling of a product is higher than the costs to create the product itself. From this point of view, the creation of a basis of differentiation must be considered as an added output for  the farm, which becomes convenient only if the costs of such an activity are lower than the returns connected to it. 


�For a more detailed description of Porter’s approach applied to organic farms see Cembalo; Papale, 1999.





�It must be remembered that all farms of the sample were certified.


�In Campania, the market of organic products provides a price premium of at least 20% compared with the corresponding conventional product.


� Significance is assured at least at 5%.


� The level of significance of these tests is abundantly assured at 5%.





Agric. São Paulo, SP, 47(1):53-63, 2000.

Agric. São Paulo, SP, 47(1):53-00, 2000.
Agric. São Paulo, SP, 47(1):53-00, 2000.
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tab1

						Table 1 - Organic surface distribution in European Union

								1985		1988		1991		1994		1996		1997		1998		Org AL*/Tot AL

								ha		ha		ha		ha		ha		ha		ha		1997  (%)

						Austria		7,500		12,320		27,580		186,494		309,089		345,375		287,945		10.0

						Belgium		500		1,000		1,300		3,043		4,261		6,418		10,745		0.5

						Denmark		4,340		5,881		17,963		21,145		44,989		64,329		nd		2.4

						Finland		1,000		1,500		6,752		20,153		84,555		152,105		127,123		3.9

						France		45,000		57,000		72,000		87,000		137,084		165,405		218,775		0.5

						Germany		29,100		32,850		90,622		246,458		354,171		389,693		416,518		2.2

						Great Britain		6,000		11,000		31,000		30,992		49,535		54,670		275,966		0.3

						Greece		-		50		200		1,188		5,269		10,000		15401		0.2

						Ireland		1,000		1,400		3,800		5,557		20,496		23,591		24,410		0.5

						Italy		5,000		7,500		13,218		102,000		334,175		641,149		750,000		4.3

						Luxemburg		350		425		600		500		594		618		777		0.5

						Holland		2,450		4,800		9,227		10,473		12,385		16,660		nd		0.8

						Portugal		200		370		1,000		3,000		9,191		12,193		29,553		0.3

						Spain		2,140		3,000		4,235		17,209		103,735		102,335		269,465		2.6

						Sweden		4,500		14,328		39,743		56,751		113,571		117,669		127,330		3.4

						Total		109,080		153,424		319,240		791,963		1,583,100		2,102,210		2,569,589		1.7

						* AL stands for Arable Land

						Source: MiPAF - Ministero delle Politiche Agricole e Forestali
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Tab. 2

		

				Table 2 -  Number and Arable Land of organic farms; n° of transformators, and importators

				in the European Union in 1998

				Countries		Farms				Transformators		Importators

						n°		Ha.		n°		n°

				Austria		20,148		287,945		506		21

				Belgium		439		10,745		220		33

				Denmark		nd		nd		nd		nd

				Finland		5,058		127,123		380		8

				France		6,233		218,775		3,467		51

				Germany		9,213		416,518		3,108		241

				Great Britain		1,527		275,966		800		100

				Greece		4183		15401		71		0

				Ireland		762		24,410		11

				Italy		40,000		750,000		2,100		26

				Luxemburg		26		777		16		0

				Holland		nd		nd		nd		nd

				Portugal		542		29,553		25		0

				Spain		7,392		269,465		388		2

				Sweden		2,939		127,330		465		72

				Total		98,462		2,554,008		11,092		482

				Source: MiPAF - Ministero delle Politiche Agricole e Forestali





Tab. 3

		

				Table 3  -  Farms and organic arable land in Italy divided per regions (1993 to 1998)

				Regions		Organic farms												Organic Arable Land (AL)

						1993		1996		1997		1998						1993		1996		1997		1998				% on

						n°		n°		n°		n°		%				ha		ha		ha		Ha.		% on tot. AL 98		tot. AL 97

				Piemonte		345		404		1,074		1,793		4.3				3,368		3,880		17,933		34,985		4.4		3

				Valle D'A.		-		3		6		6		0.0				0		950		333		452		0.1		0.5

				Liguria		143		454		601		136		0.3				3,769		8,368		10,321		2,236		0.3		2.8

				Lombardia		28		64		119		627		1.5				106		341		1,303		11,727		1.5		1.1

				Trentino A.A.		124		161		264		288		0.7				404		1,437		1,416		1,853		0.2		0.5

				Veneto		494		540		721		699		1.7				4,039		3,829		6,059		5,018		0.6		0.6

				Friuli V. G.		108		127		139		127		0.3				443		706		765		792		0.1		0.3

				Emilia Rom.		490		1,237		2,264		3,369		8.1				7,239		32,710		51,151		72,197		9.2		6.1

				Toscana		288		699		743		788		1.9				7,948		15,065		20,961		26,156		3.3		2.9

				Marche		127		326		421		1,496		3.6				3,120		8,594		9,625		28,042		3.6		4.8

				Umbria		279		925		1,297		523		1.3				3,426		15,866		27,887		12,838		1.6		3.3

				Lazio		139		1,035		1,952		1,813		4.4				2,092		16,044		24,664		26,473		3.4		3.2

				Abruzzo		66		263		449		497		1.2				576		3,183		6,262		5,832		0.7		1.2

				Molise		89		252		277		313		0.8				1,294		3,824		2,432		4,004		0.5		1.6

				Campania		115		351		535		1,227		2.9				907		3,512		6,569		10,733		1.4		1.7

				Puglia		107		2,137		4,315		4,827		11.6				1,686		49,513		105,240		100,099		12.7		7

				Basilicata		10		123		194		265		0.6				680		3,650		5,736		6,966		0.9		1.2

				Calabria		173		582		1,762		4,960		11.9				2,093		7,627		32,887		57,061		7.3		8.8

				Sicilia		961		6,176		8,326		9,598		23.1				22,340		107,826		122,154		128,917		16.4		8.2

				Sardegna		103		1,534		5,386		8,287		19.9				5,144		47,248		187,451		250,058		31.8		18.8

				Italy		4,189		17,393		30,845		41,639		100				70,674		334,173		641,149		786,439		100		5.3

				North		1,732		2,990		5,188		7,045		16.9				19,368		52,221		89,281		129,260		16.4		2.5

				Center		833		2,985		4,413		4,620		11.1				16,586		55,569		83,137		93,509		11.9		3.5

				South		560		3,708		7,532		12,089		29.0				7,236		71,309		159,126		184,695		23.5		4.6

				Islands		1,064		7,710		13,712		17,885		43.0				27,484		155,074		309,605		378,975		48.2		13.1

				Source: INEA (National Institute of Agricultural Economics), 1998

																				67.2784869095





Tab. 4

		

				Table 4 - Organic farms and arable land divided per main tipology of cultivations in Campania (1996 and 1998)

								Total

								1996								1998

				Farms (n°)				266								1,246

								Ha.				%				Ha.				%

				Grapevine				78.3				4.9				339				2.8

				Olive				522.5				32.8				2,833				23.3

				Citrus				26.2				1.6				78				0.6

				Orchard				72.0				4.5				187				1.5

				Dried Fruit				218.3				13.7				5,037				41.4

				Vegetable				77.1				4.8				112				0.9

				Cereals				343.2				21.5				1,248				10.3

				Fodder				131.8				8.3				1,831				15.1

				Forest and Arborets				124.6				7.8				327				2.7

				Others				nd				nd				167				1.4

																				-

				Total				1,594				100				12,159				100

				Source: our elaboration on the SeSIRCA data base





Tab 5

		Table 5 - Results of the econometric model

		Variable		Estimated		t-Statistics

				coefficients

		HILL: territorial location		-4.659		-3.53

		CTD: chief town distance		-0.067		-2.64

		ObjNR: net revenue farmer explicit objective		1.334		1.72

		ARB: arboreal crops		4.641		3.07

		FSZ: farm size		0.287		2.21

		INF: information and formation		1.179		1.54






