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1. Introduction

Organic food is an important niche market segment in the agribusiness and food
sector today (Hsieh and Stiegert 2011). Since 1990, the global organic food market has
been steadily growing, and has a current value of approximately 47 billion. Euro (Sahota
2013 and 2009; Li et al. 2007). The rising demand for organic products is concentrated in
developed countries located in Europe and North America, while Latin America and Asia are
important producers and exporters of organic food products (Flores 2013; Adasme-Berrios
et al. 2011). Nevertheless, there is some evidence that these export oriented countries are
developing a domestic demand which is often overlooked (Berent 2013; Garibay and Ugas
2009). Many supermarkets, specialized stores and local farmers’markets in Latin America are
now selling organic food in order to satisfy the latent growing demand for such products,
mainly in Costa Rica, Mexico and urban centers of South America (Garibay and Ugas 2009).

These changes in global consumption patterns can be attributed to the increasing
awareness of consumers all over the world about food security, nutrition, health and quality
issues (Haas etal. 2010; Aertsens et al. 2009; Hughner et al. 2007; Tsakiridou et al. 2007; Bonti-
Ankomah and Yiridoe 2006). For many consumers, the main motivation for buying organic
food is health-related, due to the fact that organic food is free from chemical residues and
pesticides (Tsakiridou et al. 2007; Magnusson et al. 2003; Saba and Messina 2003). However,
apart from this rather egocentric motivation, altruistic motives (ecological / social / animal
welfare aspects) also increasingly affect consumers’ purchase decisions (Padilla-Bravo et al.
2012; Aertsens et al. 2009).

While there have been many studies aiming to identify the determinants of organic
food consumption in developed economies (Aertsens et al. 2009; Hughner et al 2007),
studies considering emerging economies are scarce and mostly related to Asian countries
(Suprapto and Wijaya 2012; Sangkumchaliang and Huang 2012; Voon et al. 2011; Chen
2009 and 2007). With respect to organic consumption in Latin America, only few studies
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are found (de Barcellos et al. 2012; Juarez Hernandez 2010; Gonzalez 2009; Rajagopal 2007;
Hearne and Volcan 2005).

Chile has a growing middle class of currently 40% of the population, and is the
most developed among the Latin American countries considering its economic but also
political stability (HDI 2011). Since 2010, it is a member of the Organization for Economic
Cooperation and Development (OECD). According to the Human Development Index (HDI),
which combines indicators of life expectancy, educational attainment and income, it holds
position 44 in the worldwide comparison and is thus the highest ranked country of Latin
America (HDI 2011).

The questions arising in emerging economies such as Chile concerning organic
food consumption are at first related to the identification of the characteristics of organic
consumption, by looking at frequency of purchase as well as at the socio-demography of
consumers. Moreover, it isimportant to identify consumers’understanding and perceptions
of organic, and which barriers they encounter regarding organic food consumption. Better
insights into these aspects can help to target policy as well as marketing strategies to
support the further development of these organic food markets.

In the next section we will give an overview about the organic food market in Chile,
before we describe our data and methodology used for this study. We then present and
discuss our results and close with some political as well as marketing implications for the
Chilean organic food market.

2.  Organic food market and trends in Chile

The global market for organic food is in continuously growing (Sahota 2013). While
consumer demand for organic products is concentrated in North America and Europe
(both represent more than 95% of global revenues), Latin America is considered as more
a production and export-oriented region (Sahota 2013). The main export markets of Latin
American organic food products are the United States, Europe and Japan (ibid.). In some
Latin American countries with stable economic performance, high growth rates of the
gross domestic product (GDP) and a stable political conditions, like in Chile, there is also
evidence for a growing domestic demand of organic food mostly in urban areas (Flores
2013; Garibay and Ugas 2009; Eguillor Recabarren 2009). Although there are no official
statistics on Chile’s organic domestic market, the food sector authorities state that about
20% of organic production is sold locally and the demand is growing by approximately
20% annually (USDA 2010; EMG 2007). Consumers in Chile are becoming more health-
conscious and aware of their eating habits due to nutritional problems such as obesity
(Villalobos et al. 2006). Furthermore, there is evidence of increasing ethical consumption
behavior mainly identified in the higher income segments of the population (Valdivieso
and Ariztia 2011; Ubeira 2010).
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According to Chilean Organic Agriculture Association (AAOCH), in 2010, the total
market sales of organic products were 27 million Euros, and in 2013 it is expected to
reach 40.8 million Euros. From this estimation, only 1.5 million Euros can be attributed to
local consumption (AAOCH 2010). The largest part of the organic land area is used for the
production of berries (34%), grapes (31%), tropical and subtropical fruits (9%) and olives
(8%) (Flores 2013), which represents some of the competitive sectors within the Chilean
Agribusiness that are focused on export. On the domestic market, a large variety of products
are offered such as fresh fruits and vegetables, olive oil, wine, herbal tea, spices and honey
(Flores 2013; Adasme-Berrios et al 2011). The domestic market is mostly located in the
capital Santiago with 5.39 Mio. inhabitants and other main urban areas such as Valparaiso.
The main distribution channels of organic food are: supermarkets, specialty shops, street
fairs, restaurants mainly situated in Santiago or the Internet (Flores 2013).

The expansion of a robust local market is still a major task, which is why this paper
will focus on the identification and analysis of the characteristics of organic consumption
in Chile. It derives implications for policy and marketing as to how the organic food market
in Chile could be developed in the future.

3. Methodology and Data
3.1. Research design and sample

The data for this study was collected in an online quantitative consumer study. The
survey was carried out during July 2012 with 300 Chilean consumers. For sampling and
technical implementation we cooperated with a professional consumer panel provider
(ODC-Services). The target population is individuals of 18 years old and older. Out of
the 300 completed online questionnaires, we used 270 for analysis. The main reason for
conducting an online survey was the lower cost and quicker response times compared
to other survey methods (Weber and Bradley 2006). However, we are well aware of the
fact that there are often pronounced limitations of this method, especially regarding the
sampling bias (Skitka and Sargis 2006; Evans and Mathur 2005; Tourangeau 2004). Online
surveys in emerging countries like Chile face the difficulty of limited internet access of
certain socio-demographic groups, for example people with lower education and income,
as well as rural populations. Today approximately half of the Chileans have access to internet
from their home or work (Internetworldstat 2012; Comscore 2011). Due to our interest in
the characteristics of organic food consumers who are often associated with higher levels
of education and income as well as with urban residence (Yue et al. 2008; Denver et al.
2007; Lea and Worsley 2005), we are sure that the problem of sampling bias is adequately
addressed in this study and will not significantly affect the results.

Table 1 gives an overview about the socio-demographic characteristics of our sample.
The majority of respondents live in urban areas of the metropolitan region of Santiago de
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Chile (RM. Metropolitana) and Valparaiso. As predicted, the sample is biased towards higher
income and higher education levels than compared to the Chilean averages: whilst 80%
of the respondents in our sample have a university degree, on the national average is only
17% (INE 2008). Also, we observe the expected bias in our sample towards higher income
categories than the Chilean average (AIM, 2008).

Table 1. Socio-demographic characteristics of the sample

Frequency %
Gender
Female 129 47.8
Male 141 52.2
Average age 385
Education: University degree 215 794
Monthly disposable household income
<400 49 18.1
400-600 million CLP 55 204
600-1.200 million CLP 85 315
1.200 - 1.700 million CLP 44 16.3
>1.700 million CLP 37 13.7
Children living in the houshold 159 589
Region / domicile
RM. Metropolitana 165 61.1
V. Valparaiso 33 12.2
Other regions 72 26.7

Source: own calculations 2013

CLP: Chilean Peso. Average currency exchange (February 2012 - 2013): €1=CLP 623

3.2. Questionnaire design

The online questionnaire used in this study was programmed with the help of the
survey software “Survey Enterprise Feedback Suite 8.1 (EFS)” of Globalpark AG. An online
pre-test was conducted with 43 individuals before administering the final version of the
survey. The test improved the precision and consistency of some questions.

The focus of the questionnaire was on the consumption and understanding of organic
food consumption as well as on potential barriers for organic purchases. To ensure that all
respondents have the same information about organic food they were given the following
definition of organic food: “Currently, organic products have to fulfill at least the following
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criteria: No use of synthetic fertilizers; No use of chemical pesticides; No use of genetically
modified organisms; Higher animal welfare standards than in conventional production; Use of
fewer additives in food processing than in conventional production.”

3.3. Measurements

In order to identify the characteristics of Chilean organic consumers we used the
IBM® software Statistical Package for the Social Sciences (SPSS®) Version 20 to carry out
the following analyses: 1) Frequency analysis: Overall organic consumption and frequency
of organic consumption in comparison to socio-demographic data. 2) Factor analysis:
understanding of organic food and barriers towards organic consumption.

The explanatory factor analysis is applied to discover the smallest number of interpretable
factors needed to explain the correlations among a set of variables. In an explanatory factor
analysis no structure is palced on the linear relationships between the observed variables and
factors. However the number of latent variables is specified. We used main component analysis
and varimax as rotation method. As quality criterion we used the Kaiser-Meyer-Olkin-Value
(KMO) to measure the suitability of the sample for a factor analysis. The explained variance was
also considered as indicator for the relevance of the result of the factor analysis. The Cronbach’s
Alpha (min. 0.7) was used as quality criterion for the reliability of the created factors.

4, Results

The results section is structured as followed: At first we present the results of the
frequency analysis of organic food consumption, followed by the results of the factor
analysis. After presenting the results, they will be discussed and political as well as marketing
implications will be given in chapter 5.

4.1. Results of Frequency analysis.

Table 2 shows the results of the frequency analysis of the question whether
respondents have already tried organic food.

Table 2. Have you ever consumed organic food?

Frequency %
Yes 246 91.1
No 24 8.9
Total 270 100.0

Source: own calculations 2013

177



UNDERSTANDING THE AGRICULTURAL SECTOR IN LATIN AMERICA: RESULTS FROM THE CHILEAN-GERMAN ACADEMIC COOPERATION

Out of oursample of 270 Chilean consumers, over 90% state to have already consumed
organic food. In order to investigate organic food consumption in Chile in more depth, we
asked those 246 organic consumers to further specify their consumption frequency.

Table 3 shows that the majority of organic consumers buy organic food always (8%)
or regularly (34%), 40% state to sometimes buy organic, 18 % do it rarely.

Table 3. Frequency of organic consumption among organic consumers

Frequency %
Always 19 8
Regularly 85 34
Sometimes 98 40
Rarely 44 18
Total 246 100

Source: own calculations 2013

Combining these results with the socio-demographic data, we can gain some
general insights into consumers’ habits and characteristics. However, from this analysis we
cannot tell anything about the amounts of organic food consumption nor about the types
of products consumed.

Unfortunately we could not find any significant differences concerning the socio-
demographic characteristics of Chilean organic and conventional consumers so that we
cannot give recommendations for marketing from a socio-demorgaphic perspective.
However, we know from other studies that socio-demographic characteristics are often
not that strong in predicting organic food consumption as expected (Verain et al. 2012;
Lea and Worsely 2005; Diamantopoulos 2003). Moreover, marketing should pay much
greater attention to understand, attitudes, buying intentions and actual buying behavior
of consumers regarding organic food (Diamantopoulos 2003). This is why we will analyze
the understanding of organic food consumption and perceived barriers from a consumer’s
point of view in the following chapters.

4.2, Results of Factor analysis

As already mentioned the Chilean organic market is very small and still in an early
developmental stage, still we are very interested in the understanding of Chilean consumers
about organic food and what they perceive as barriers to their organic food consumption.
To analyze these two questions we ran two exploratory factor analyses, which will be
presented in the following.
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4.2.1. Understanding of organic food

At the beginning of the questionnaire, respondents were confronted with a list of
standards and asked to what extent they think these should be fulfilled by an organic food
product. We ran an exploratory factor analysis with the listed criteria: No use of synthetic
fertilizers; No use of GMO; No use of pesticides; Use of fewer additives in food processing than
in conventional production,; higher animal welfare than in conventional production; Support
small scale farmers; Pay fair prices to producers; Protection of natural resources; Support local
economy; Reduce food transportation distances; Use of environmental friendly packaging.

The result of this factor analysis is shown in table 4. It displays the rotated component
matrix for the final solution of the factor analysis with a KMO of 0.86 which explains 66%
of the total variance. The Cronbach’s Alpha calculated for each of the two factors is 0.85
for factor 1 and 0.86 for factor 2, which are both acceptable values. The items “use of few
additives in food processing” and “use of environmental friendly packaging” had to be
excluded from the final solution due to double loadings. Factor 2 consists of the main
organic criteria that distinguish organic production the most from conventional food
production. The factor is thus named “basic organic criteria”. The other six items forming
factor 1 combine aspects of a broader understanding of organic from a consumer’s point
of view, including items concerning the support of local production cycles, fairness and
animal welfare. The factor is thus named “sustainability criteria”.

Table 4. Results of factor analysis: Understanding of organic food

Items included Factor 1 Factor 2
“sustainability | “basic organic

criteria” criteria”

Support small scale farmers. 826

Pay fair prices to producers. 815

Protection of natural resources. 723

Support local economy. 721

Reduce food transportation distances. 706

Support animal welfare. .700

No use of synthetic fertilizers. 895

No use of GMO. 851

No use of pesticides. 850

Source: own calculations 2013
KMO: 0.86; total variance explained: 66%;
Cronbach’s Alpha Factor 1: 0.85; Cronbach’s Alpha Factor 2: 0.86
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The results of the factor analysis show that there are two components of consumer
understanding of organic food in Chile. On the one hand there are the three basic organic
criteria (factor 2), which distinguish organic food products the most from conventional
food products. These basic criteria provided nearly in all organic production standards
across the world imply both health and environmental benefits for consumers. Especially
the “No use of chemical pesticides” is a major motivation for consumers of organic food
products, because of their fear of pesticide residues (European Commission 2010; Aertsens
et al. 2009). Apart from this perceived health benefit of organic food, the absence of
chemical pesticides and synthetic fertilizers is beneficial for the protection of soil and water
from pollution and for biodiversity preservation (Stolze et al. 2000, see also chapter 7.1).
The discussion about the use or nonuse of GMOs in food production is highly emotional,
and many consumers mistrust the techniques of genetically modification applied in food
production (Thiel and Marggraf 2009).

On the other hand, the “sustainability criteria” (factor 1) is composed of items
regarding quite diverse aspects regarding fairness, animal welfare issues, support of local
food production, support of small scale farming and the protection of natural resources.
These items represent characteristics that consumers associate with organic food whether
they might be scientifically proven or not. Among these items we find quite a few referring to
traditional values of the organic movement mentioned for example in the IFOAM definition
of organic food, such as the promotion of “fair relationships and a good quality of life for all
involved” or the reliance of “processes (...) and cycles adapted to local conditions” (IFOAM
2013). Additionally, we recognize two of the main criteria of the fair trade movement,
which has also always played an important role for niche food markets. Factor 1 shows the
potential that a wider understanding of organic food production could have major impacts
on the positioning of organic food in Chile.

4.2.2. Barriers towards organic consumption

The second exploratory factor analysis is run with eleven items describing potential
barriers of organic food consumption. These are: For me it is hard to change my consumption
& shopping routines; | do not know where to buy it; | do not know how to distinguish it from
conventional food; Such products are not available where | usually go for shopping; | think
such products are too expensive; | would need to spend more time for shopping; | would need
more time for preparing a meal with such products; | do not think that such products really
exist; | have made some bad experiences with such products; My family/friends do not like such
products; Others do not consume such products either, why should | do so?

During the process of factor analysis four items had to be eliminated from the
final result of the factor analysis due to double loadings (“For me it is hard to change my
consumption & shopping routines”; “I do not know how to distinguish it from conventional
food”; “l would need to spend more time for shopping”; “Il do not know where to buy it”).
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The final result of the factor analysis shows that the barriers are split into two factors.
The KMO value is 0.83 and the explained total variance is 60%. Factor 1 combines five
items such as bad experiences, skepticism, social pressure or inconvenience of organic
consumption; its Cronbach’s Alpha is 0.8. We name it “skepticism & inconvenience barrier”.
Factor 2 consists only of two items focusing on the problems of availability of organic food
produucts, so that we name it “availability & price barrier”. Its Cronbach’s Alpha is very low
(0.54) but acceptable in this case because of the item’s plausibility (Schmitt 1996).

Table 5. Results of factor analysis: Barriers towards organic consumption

Factor 1 Factor 2
“skepticism & | “basic organic

inconvenience” criteria”

I had bad experiences with organic products. .795
Others do not consume organic, so why should 1? 787
I do not think that such products really exist. .748
My family / friends do not like organic products. 719
The preparation / cooking of organic products .669

take much longer.

Organic products are not available where | usually 839
go shopping.
Organic products are too expensive. 787

Source: own calculations
KMO: 0.83; explained total variance: 60%;
Cronbach’s Alpha Factor 1: 0.8; Cronbach’s Alpha Factor 2: 0.54

The first factor shows a general lack of motivation and skepticism regarding organic
food. Many of the items forming this factor have also been mentioned as barriers in other
studies, for example the perceived uncertainty or skepticism (Thegersen, 2007) and
the lack of trust in the organic certification (Krystallis et al. 2008 ; Hughner et al. 2007 ;
Aarset et al. 2006; Lea and Worsley 2005; Padel and Foster 2005). The lack of organic food
products perceived by consumers is another commonly mentioned barrier to organic
food consumption (Zanoli and Naspetti 2002). The rather personal barriers combined in
factor 1 suggest that organic food should be evaluated differently than conventional food
products, which are often classified as low involvement products. Factor 1 shows also a
clear influence of social norms and personal experience.

Factor 2 (“availability & price barrier”) represents some of the most frequently

mentioned barriers of organic food consumption, typical for emerging markets like Chile
as well as elsewhere. Until today, organic food products are much more expensive than
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comparable conventional products even in the mature markets of European or northern
American countries, which is a crucial barrier for many consumers (Stolz et al. 2010; Hughner
et al. 2007; Botonaki et al. 2006; Lea and Worsley 2005; Padel and Foster 2005; Zanoli and
Naspetti 2002). Another important barrier is the real or perceived lack of availability of
organic food products (Aertsens et al. 2009; Rodriguez et al. 2008).

In conclusion of this factor analysis we observe that trust and credibility are crucial
features for the whole organic sector to be successful, especially because organic food is
a credence good that needs to be communicated to the consumer (Grolleau and Caswell
2006; Jahn et al. 2005; Akerlof 1970).

5. Conclusions and Implications

In conclusion, from our literature review and own data analysis, we observe that
Chile’s domestic market for organic food products is still very small but has some interesting
opportunities for future growth (Flores 2013). The frequency analysis of current organic
food consumption in Chile shows potential for an increase in organic sales if the large
number of occasional consumers could be motivated to buy organic more frequently.

Toexpandthelevel of organic food consumption, an adjustment of marketing strategies
is needed, which becomes clear when interpreting the results of the factor analysis about
the understanding of organic food in Chile. At first we notice that consumers seem to attach
much more positive characteristics to organic food products than they usually fulfill (e.g.
“support of small scale farmers”). This might be on the one hand due to a lack of information
among Chilean consumers concerning organic food. On the other hand we know from other
markets where organic food has already become a well-known alternative to conventional
food with a good image that consumers tend to attribute much more positive characteristics
than it actually fulfills. This psychological phenomenon is called Halo-Effect which describes
the tendency to coherently evaluate independent properties of an object and to allow one
dominant attribute to shape a general impression (Rosenzweig 2008).

Both potential reasons for our results, however, should motivate a comprehensive
marketing strategy for organic food in Chile that emphasis not only its basic criteria but also
the other potential benefits that consumers expect from organic food. Both practical and
political actors need nevertheless ensure the credibility of the organic food sector, because
this might be the only way to reduce the lack of information and skepticism.

Anotherfield of action for marketing butalsofor political actors could be the overcoming
of the analyzed availability and price barriers. An observation we have made when analyzing
the organic food market in Chile was that typical everyday-life products such as cereals,
bread, milk or eggs were not mentioned among the major domestically grown organic
foods. The largest part of organically cultivated land (> 80%) is used for export good such as
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berries, grapes, tropical / subtropical fruits and olives (Flores 2013). An increased support of
domestic organic food production could have a positive effect for organic food producers
and consumers in Chile. In the first case it would provide producers with other distribution
options than only the export market. In the other case it might reduce the availability and
price barrier that actually prevents consumers from buying organic food in Chile.

Our general impression of the Chilean organic food market is that it provides interesting
future opportunities for growth benefiting the national producers, retailers and consumers, but
many specific questions still have to be analyzed in detail and thus deserve further research.
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