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we’ll immediately move into rule making on that. And
there is already a work plan in place for that.”

When asked by NOSB member Kevin Engelbert to
specifically expound on where things are at with the
pasture rule, Mr. Bradley replied: “The pasture rule, we
said that we would have, try to have something out by
August of last year, and then we said, by the end of the
year, and now we are saying by the end of this year. It
is a work load based issue.

It’s been in...internal clearance for a matter of
months now. The Office of General Counsel and the
Office of Management and Budget will be involved in
that clearance process. Exactly how long that takes,
and even once we get a proposed rule out,...there’ll be
substantive comment involved with that.

That process will involve at least, | would say, 90
days of public comment to make sure that everything is
well vetted. And then they would have to go back into
considering those comments, putting that out as a pro-
posed rule and then go ahead and publish that. But its
work load, Kevin. It is exactly work load. We have a
lot of things going on.”

It seems that is the story of most of our lives—more
to do than there is time to do it.¢
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Economics of Organic Dairy
Production in the New England

By Lisa McCrory, Bob Parsons and Rick Kersbergen

The organic dairy industry, still very much in its in-
fancy, has been growing steadily in the Northeast since
1994. Vermont had 3 certified dairy farms in 1994 and
today there are 137 certified farms with another 67 to
complete their transition by June of this year. Organic
milk, sold from the farm gate, is in its 13" year of exis-
tence in Vermont, and most of the farms shipping or-
ganic milk today have been doing so for less than 5
years. Understanding the costs of production on an or-
ganic dairy farm has been a challenge because many of
the farms shipping organic milk are still making invest-
ments in the infrastructure of their farm while others are
still working out the kinks and getting used to a new
style of management. Nonetheless, collecting informa-
tion on the costs of producing organic milk is needed.
This information can assist those producers considering
the transition to organic, will help the loan officers de-
cide if they are going to support a farmer’s interest in
transitioning, and will help maintain a sustainable pay
price for organic milk.

In 2004, a 2-year study was initiated to determine the
profitability of organic dairy farms. University of Ver-
mont Extension, University of Maine Extension, North-
east Organic Farming Association of Vermont (NOFA-
VT )and the Maine Organic Milk Producers (MOMP)
have been working together to collect the numbers and
survey information. To supplement the economic find-
ings, technical articles will be written covering subjects
on organic dairy transition costs, growing high quality
forages, growing small grains, successful farm manage-
ment systems and more.

The Findings

To date, two years of economic data have been col-
lected (2004 & 2005) and additional funds have been
raised to collect two more years of economic informa-
tion (2006 & 2007).

There were 30 farms participating in the 2004 produc-
tion numbers; 13 from Vermont and 17 from Maine.
Results showed that the *average’ organic dairy farm
milked 48 cows, sold 689,000 pounds of milk and re-
ceived an average of $22.97/hundredweight for milk
sold. Premiums for components and quality provided a
$7.16/cwt spread between the lowest ($19.88) and high-
est ($27.04) pay price. The farms averaged a net farm
income of $21,898 after taking depreciation and ac-
crual adjustments into account.

The 2" year of the study (2005) has found that profit-
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ability is up 18.8% from 2004. There were 44 farms
participating in year 2; 26 from Vermont and 18 from
Maine. The farms for 2005 averaged 56 cows, sold
740,098 Ibs of milk, were paid an average of $24.94 per
cwt. As compared to the 1% year of the study for 2004,
the farms averaged 8 more cows, sold more milk per
farm, and received an additional $1.97 per cwt. In con-
trast to the first year of the study, milk production per
cow was down by nearly 1500 Ibs. This was attributed
to the wider number of variation of the farms in the
study for this year. The farms averaged a net farm in-
come of $33,409 per farm after taking depreciation and
accrual adjustments into account.

Both years of the study have shown that feed, labor,
and supplies/repairs are the leading cost categories.
Feed expense was actually down a bit, from $1003 per
cow in 2004 to $936 per cow in 2005. Supplies and
repairs, labor and depreciation were up slightly.

The difference in pay price from one year to the next
was due to a dramatic increase in pay price to the pro-
ducers during the third quarter of the 2005 year. Pre-
liminary results of the 2004 numbers had come out a
few months earlier. Producers now had reputable study
results available to prove that the pay price of $21.50/
cwt was stale and they needed more money for their
organic milk. After 5 years at a fairly constant price,
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processors needed to raise milk prices to encourage ad-
ditional organic milk production.

Looking at some of these figures from another per-
spective, the total production cost per cwt was $24.58
and net return per cow was $579. Overall, the net in-
come per cow was down a bit from 2004 and was
nearly $250 lower than a similar study in 1999. Since
then we have seen a rise in organic milk prices but a
greater rise in farm expenses.

When looking at the difference in Maine and Ver-
mont organic dairy farms, there was no statistical differ-
ence between the farms in the two states. Vermont
farms were a bit more profitable but tended to have
lower depreciation costs. Therefore the study is not
slanted by a difference between the two states.

Can ‘Return On Equity’ (ROE) be positive?
Finding that organic dairy farming in the Northeast
did not generate a positive return on equity (on average)
in 2005, we looked at what it would take to achieve a 5

percent ROE and projected profitability for 2006.

To do that in 2005 would have required a milk price
of $28.43 per hundredweight. This would cover all
costs including depreciation, provide $35,000 for un-
paid family labor, and provide the owner with a 5 per-
cent return on equity of $483,595. Although well over
the $24.94 received for 2005, many organic dairy farms

(Continued on page 11)
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are now receiving more than $28 with quality and com-
ponent bonuses.

Organic feed concentrate costs have risen between 5
to 10 percent since 2004. They make up 90 percent of
the purchased feed bill and amount to $49,696 for our
average organic farm. Second, fuel prices continued to
rise in 2006, although stabilizing and declining in the
later part of the year.

So how would farms do with an additional 10 percent
increase in fuel price and a 7.5 percent rise in concen-
trated feed cost? The ROE would drop to -1.23 percent,
and the average milk price would have to be $25.74 per
hundredweight for farmers to break even. To generate a
positive return on assets of 5 percent, milk prices would
need to be $29.02 per hundredweight.

Despite the fact that many of the farms are not mak-
ing an economic profit that will enable them to remain
competitive, 85 percent of farmers in the study indi-
cated they were “very satisfied” with their switch to
organic. None were unsatisfied.

In conclusion, profitability was up 18.8% from 2004,
primarily from higher organic milk prices. But the or-
ganic dairy sector is not as profitable as it was in 1999
due to faster rising production costs. There is a great
variability between farms indicating that management is
still the key ingredient for farm profitability.

What does the future offer? Organic dairy can be
expected to be more profitable in 2006 as preliminary
figures predict milk prices rose above $27 per cwt with
quality premiums. Producers with higher components
were paid nearly $30 per cwt. On the conventional
side, we can expect 2006 milk to average closer to $14
per cwt, nearly $2 lower than 2005, feed prices up con-
siderably as corn doubled, and fertilizer prices soaring.
This explains why more than 80 farms are currently
transitioning to organic dairy production this year in
VT.

NOFA-VT staff, UVM Extension staff, and UMaine
Extension staff are collecting 2006 income and expense
information now; if you are interested in participating
in this study, please let us know. More information will
be forthcoming in the near future as we examine vari-
ous aspects of the study.

For more info, contact Bob Parsons, University of Ver-
mont, 802-656-2109, bob.parsons@uvm.edu, or Rick
Kersbergen, University of Maine Extension, 207-342-
5971, richardk@umext.maine.edu

Recognition goes to the following individuals for making
this econ study possible:Glenn Rogers, Dennis Kauppila,
and Qingbin Wang from the University of Vermont; Timo-
thy J. Dalton, and Lisa Bragg, from the University of
Maine; Maine Organic Milk Producers (MOMP); Nat
Bacon and Willie Gibson, NOFA-VT «
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NOSB Nixes Animal Cloning
In Organic

By Kathie Arnold

Animal cloning is not for organic production, said the
NOSB at their March 27-29, 2007 meeting. This action
was in response to the US Food and Drug Administra-
tion’s (FDA) December announcement of tentative ap-
proval of cloned animals and their products in the US
food supply, with no requirement for labeling of food
products from clones.

This quick action by the NOSB sends a clear message
to organic consumers that they can continue to feel se-
cure that organic food will not harbor the meat, milk, or
other products from cloned animals. The NOSB work
was on top of a statement that was issued by the Na-
tional Organic Program (NOP) in January stating that
animal cloning is prohibited under NOP regulations.
However, that statement had left open the question of
progeny of clones.

At first, it looked like the NOSB would table any ac-
tion on cloning until the next meeting because of dis-
agreement on wording, but Kevin Engelbert, acting as

chair of the livestock committee at that meeting,
(Continued on page 12)




