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Introduction

The main aim of the report, produced in 1998, is to examine, from an economic perspective, the effects on the Danish agricultural sector of a change of a sizeable proportion (such as 80 per cent) of farms to organic management. In that process, the study was to identify those factors which influence results most. The sensitivity analysis gives an indication of the importance of the different factors in further work. 

Material and methods

A detailed economic model of the agricultural sector is employed to analyse large-scale conversion to organic farming in Denmark. The model covers 16 commodities in three different farm sectors (crops, dairy and pigs), and is disaggregated into 4 regions. Farm survey data from the Danish Institute of Agriculture and Fisheries Economics (SJFI) were used for the dairy sector. For the crop and pig sector estimates were used, as no data were available. Farm financial performance in the different farm sectors, both at the individual and regional level, is assessed at various levels of adoption of organic management. Policy implications stemming from the farm performance are discussed. Only private benefits and costs are estimated as no effort is made to value the potential environmental savings. 

Results and discussion

The main conclusion from the analysis of the model results is that primary agricultural sector income may stay the same, or rise slightly if less than 25 per cent of Danish farmers across all sectors adopted organic methods, but that considerable losses could accrue if a high percentage of farmers followed this approach.The slight initial gains occur because organic producers - especially in the dairy sector which comprises half of the total number of organic farmers - are making greater profits than their conventional counterparts. This result of higher net returns per hectare does not hold as more and more farmers convert. A main reason is that organic price premiums that existed at the time of the survey are assumed to halve by a wholesale change in farm production. It must be stressed that this estimate is valid under present conditions of input and output prices, level of tech​nology, and estimates in the crop and pig sector and assumptions of future values. Considerations of increased knowledge over time in organic management, possibilities in technological change, changes in combination of enterprises, sector and farm size, and especially increased efficiencies in the marketing of organic produce are not properly accounted for in this study. They are likely to enhance the financial position of organic producers to some extent. This is more likely the be the case the further away from the present situation. 

Using the model enabled several factors to be identified as key variables determining costs, production and net returns. The rotational constraints, the yield reductions, subsidies and the existence of the price premium on organic products are the main factors. An exogenous drop in conventional output prices is found to be significant in decreasing the gap between organic and conventional farms at higher rates of conversion. 
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Reference: Wynen, E. (1998), ‘Organic Agriculture in Denmark – Economic Implications of a Widespread Change’, Danish Institute of Agricultural and Fisheries Economics, Report No. 99, Copenhagen. 
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