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Abstract

Organic consumers are willing to pay a price premium for environmentally benign products.  This suggests a welfare gain by matching specific demands with the demanded products.  The situation is complicated by the supply side where pesticides and genetically modified organisms may migrate from conventional fields to organic fields.  In this case the choice between process and performance standards, as the principal means for differentiating organic from conventional, influences the burden and character of production externalities.  The US National Organic Program  (NOP) relies heavily on process standards to define ‘organic’.  The NOP’s emphasis on process standards, as opposed to performance standards, reduces the likelihood that production externalities will emerge between conventional and organic farmers despite production interactions posed by gene flow, pesticide and herbicide drift.  
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