Cnucok HUTHPYEMBIX HCTOYHUKOB

1. DxoHOMHYECKHH cI0Baph [DieKTpoHHBIH pecypc]. — Pexum moctyna: www.dic.academic.ru . — Jlata mocryna: 12.10.2017.

2. Haidar, J. 1. Sanctions and Exports Deflection: Evidence from Iran / J. 1. Haidar. — Paris School of Economics, University of Paris
1 Pantheon Sorbonne, Mimeo, 2015.

3. Koponesa, A. Cankuuu yaapwin 1o 3amajy BABOe CHiIbHe# [DnekrponHslit pecypc] / A. Koponesa // Expert Online». — 2017. —
Pexxum nocryma: http://expert.ru/2017/09/14/sanktsii-udarili-po-zapadu-vdvoe-silnej/ . — Jlara goctyna: 12.10.2017.

4. Volkodavova, E. Dichotomy of import substitution and cooperation strategies in industry / E. Volkodavova, A. Zhabin, G. Yakovlev
// Ekonomiunwuii yacornmc-XXI. — 2017. — February 28. — P. 48—52.

5. Axoenes, I'. U. IIpo6ieMbl pa3BUTHS MEXKIYHAPOIHBIX MPOM3BOJCTBEHHBIX KOOMepaoHHbIX cBs3eil / I'. U. Skosnes / BectH. Camap.
roc. 3KoH. yH-ta. — 2016. — Ne 7 (141). — C. 21—28.

6. Axyaunuuesa, A. B. VImnopro3amenieHne, MperMYIIECTBa IEPEOPUSHTAIIM TOBApOIIOTOKOB B MEXIYHApOJHOW TOPTOBIIE B INEPUOJ
npozsieHus cankuuii / A. B. Akynuandesa, P. I1. Bacunbsesa // Monozmoii yuenstit. — 2016. — Ne 10. — C. 583—586.

7. Eneyxuti, H. /[. mnopro3amerienue B Poccuu: He npobnema, a 3anada / H. JI. Eneukwuii, A. I'. Cron6oBckas // Mononol yueHblid. —
2015. — Ne 6. — C. 406—408.

8. TlomuTnyeckue HOBOCTH [DNeKTpOHHBIH pecype]. — Peskum noctyma: http:/regnum.ru/news/polit/2127710.html . — [ara nocryma: 12.10.2017.

YK 338.4

M. Pelse, L. A. Aleksejeva
Latvia University of agriculture, Jelgava, Latvia

SAFE FOOD INNOVATIONS IN LATVIA

Introduction. The provision of food to the population is a priority of any country; it is also a matter of national
security. Nowadays in developed countries, food security plays a decreasing role; a more important matter is whether
the food produced by the intensive agricultural production system is safe and harmless. Organically produced food is
a good alternative to that produced conventionally, yet this system requires innovations that could increase productivity
and efficiency in the exploitation of resources.

The main part. Conventional and organic farming patterns available in the scientific literature have been
researched by a number of authors, e.g. Adamovi¢s A., KreiSmane Dz., Gaile Z., Hodge I. D., Riordan P., Mac-
donald D. W., Ponisio L. C., M’Gonigle L. K., Mace K. C., Palomino P., Kremen C., Lapin$ D., Tuomisto H. L., Turka I.
(Tuomisto H. L. et al., 2012) and others, while innovations have been investigated by Agwu E. A., Dimelu M. U., Dimza V.,
Dognon M., Gann D., Madukwe M., Neimanis M., Salter A., Sauka A., Zelgalvis E., (Agwu, A.E. et al., 2008) and others.

Organic farming techniques are based on maintaining the sustainability of the ecosystem through establishing
a maximally closed production cycle, completely excluding the application of synthetic fertilisers and pesticides and
reducing environmental pollution as much as possible. For these reasons, such food is safer and risks for human health
are lower (SertificeSanas un testeSanas centrs, 2017). In contrast, conventional farming uses chemically synthesised
plant protection and fertilisation products and raises livestock intensively; it also involves a high level of mechanisation
and minimum labour consumption (Dazadas saimniekloSanas metodes, 2017). Food produced under conventional
farming is the cheapest.

In Latvia, new technological solutions in food production and various innovations increasingly emerged after
joining the European Union; for example, the average grain yield was 2.43 t/ha in 2004, while in 2015 it reached 4.49 t/ha.
Conventional farming in Latvia started its winning streak, yet it made environmental and ecological problems more
acute. The way of thinking of individuals began changing, and organic farming techniques became increasingly
popular. Some insight is given by Figure 1 that shows changes in the proportion of primary environment-friendly and
safe food in the total agricultural output in Latvia over the last three years.

In the period from 2014 to 2016, the proportions of most organic food products in the total agricultural
production were less than 5%. Exceptions were honey, the output of which increased from 15.4% to 30.3% over this
period and milk, the production of which reached 9.9%. Output in all the presented food groups tended to increase,
except for meat.

Prior to 2004, there were registered more than 1 000 certified organic farms in Latvia. After joining the EU, the
farms received extra financial assistance from the EU Funds for their modernisation and herd enhancement, and
payments for the utilised agricultural area were paid as well. The payments for organic farms were higher and served as
compensation for lower yields. At the end of 2016, there were registered 4 147 organic farms in Latvia, even though
this was a relatively small number, as the number of economically active farms in the agricultural sector of Latvia
totalled approximately 80 000.

The problem of establishing processing enterprises for organic food has become increasingly urgent. The number
of such food processors is showed in Table 1. Processing organic food results in products of higher value-added, in
which an important role is played by innovation.
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Figure 1 — Proportion of organic produce in the total agricultural production
in Latvia in the period 2014—2016

Source: authors’ construction based on Latvijas lauksaimnieciba..., 2016.

T able 1— Number of organic food processing enterprises by food category in Latvia in the period 2009—2016

Average

Number of processing enterprises by food category 2009 2010 2011 2012 2013 2014 2015 2016 growth
rate, %

Production of meat and meat products 6 5 6 13 14 17 16 22 25.81

Processing of fruits, berries, vegetables and potato 15 18 18 27 31 47 60 67 25.11

Production of vegetable oil and fat of livestock

origin 2 2 2 2 3 2 2 2 2.38
Production of milk and dairy products 13 17 19 15 17 22 24 24 10.47
Production of milled products, starch 7 4 4 5 7 6 11 12 14.32
Production of bread, flour confectionery 3 5 7 8 9 8 13 17 30.80
Production of other food products 13 30 33 39 44 44 89 97 40.43
Production of feeds 0 0 0 0 2 2 3 3 0.00
Support and retail trade enterprises 5 54 56 58 61 72 72 78 145.54
TOTAL 64 135 145 169 193 264 290 322 —

Source: authors’ calculations based on Biologiskas lauksaimniecibas produktu..., 2014, Latvijas lauksaimnieciba..., 2016 and
Food and Veterinary Service registers, 2016.

In the period 2009—2016, the number of food processors was volatile. In 2016, the largest number of food
processors was registered in the category “Processing of fruits, berries, vegetables and potato” — 67, which could be
mainly explained by the support policy for simple processing lines and an increase in the number of organic food
producers. A lot of processors were registered also in the category “Production of other food products”, which involves
the production of teas, spices and additives, sugared confectionary and the pre-processing, processing and packaging of
honey and other bee-keeping products. The sharpest increase in the number of processors was observed in the category
“Support and retail trade enterprises”. Such a smart increase in the number of processors could be explained by an
increase in the number of warehouses, shops, grain-drying facilities and other support structures.

The authors verified the following hypothesis: an increase in the number of food processors in the organic sector
results in an increase in the amount of safe food available in the country as well. The results are presented in Figure 2.

As shown in Figure 2, there was a strong positive correlation between the independent variable — the number of
food processors — and the dependent variable — the amount of processed organic produce as a percentage of the total
organic production. The analysis revealed that an increase in the number of food processors by one unit resulted in an
increase in the amount of processed organic produce by 0.012%. Innovation is a stimulating element in the manufacture
of safe food and in broadening the assortment of the food products. Innovation has become the key factor of
development, and it is an important factor in enhancing competitiveness (Abeltina, 2009). The authors define the term
innovation as the final result of an innovation, which could be an enhanced product or process that increases productivity
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Figure 2 — Correlation between the number of organic food processors
and the amount of available organic (safe) food

Source: authors’ construction.

and involves significant efficiency enhancements; an innovation could be an enhancement in work organisation and in
cooperation among employees engaged. This means that an innovation could be both technological and non-
technological.

To identify how active in the introduction of innovations are those using organic farming techniques — the
producers of primary food — in Latvia and what kind of innovations have been introduced on the farms in a five-year
period, the authors conducted a survey of the organic farm owners in two regions of Latvia in 2016. In total, 83
agricultural holdings were surveyed, and the survey results are presented in Table 2.

T able 2— Kinds of innovations introduced on organic farms in Latvia in the period 2010—2015

Kinds of innovations introduced Product innovation Process innovation Marketing innovation Organisational innovation

Number of farms that
introduced an innovation in

2010—2015 6 96 26 16
As a percentage of the number
of farms surveyed 7.2 115.7 31.3 19.3

Source: authors’ calculations based on the survey, 2016.

The authors have distinguished four kinds of innovations: 1) product innovations that involve new goods,
services and commercialisation ideas; 2) process innovations that represent technological solutions; 3) marketing
innovations, which are new sales channels and new market segments; 4) organisational innovations that are made in the
fields of administration, supply and sales. The data presented in Table 2 allow concluding that the development and
innovative solutions of organic agricultural enterprises mainly focused on process innovations, introducing new
technological solutions (96 instances), while product innovations were the fewest.

Conclusion. Primary food production is a matter of security for any country. In developed countries, as well as
in Latvia, the output of food and the supply of it to the population are sufficient, yet an urgent problem is the production
and supply of food grown organically and being harmless to health. An essential role in the production of safe food is
played by organically grown and organically processed food. In primary food production, even though farmers
considered their business development opportunities for their organic farms, their current innovative activity mainly
focused on increasing the efficiency of the primary food production process rather than on producing products of higher
value-added. Although the number of organic food processors tended to increase, the number of such enterprises was
still insufficient. In recent years in Latvia, organic farms mainly worked on innovations contributing to technological
and organisational solutions, and little focus was placed on product innovations, which indicates that financial support
for the farms stimulated the production of safe food as such, yet the farms were not motivated to work on higher value-
added products, which could be achieved through product innovations.





