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Executive Summary

Purpose of Report

The Minnesota Department of Agriculture, in conjunction with its Organic Advisory Task Force,
is directed to report to the Legislature on the status of organic agriculture in Minnesota.
Minnesota Statutes §31.92 [131.94 concern organic agriculture. These are available on the world
wide web at: www.revisor.leg.state.mn.us

Organic Production and Market Trends

The number of certified organic farms and acres in Minnesota continues to grow, along with
domestic and international market demand for organic food. Retail sales of organic food are
strong, and averaged just over 18 percent per year between 1997 and 2005 and are driving
demand for organic farm products. Consumer interest in organic products is driving demand for
raw organic farm products and ingredients. The market is experiencing concentration; a number
of large food corporations have purchased established organic brands. Some food companies have
introduced organic versions of their existing lines. Industry experts predict the consumer market
will continue to grow. All organic categories are expected to continue strong sales growth,
particularly meat, poultry, and fish. Pressure from low-cost importsislikely to negatively affect
Minnesota producers.

Minnesota had more than 525 certified organic farms in 2006 and with dightly more than
129,000 certified organic acres as of 2005, the last year for which acreage estimates are avail able.
Certified acresin Minnesota grew by 57 percent between 2000 and 2005. The state continuesits
number one position in organic corn and soybean acres and holds the number seven spot for
organic dairy cows. It ranksin thetop five for six additional crop and livestock categories.

Human Health and Environmental Considerations

A number of applied research studies have found that organic farms are profitable, even when
organic premiums are halved or eliminated. Long term studies are also finding that organic yields
may meet or exceed conventional yields. Results of studies comparing the nutritional value of
organic food vs. non-organic food are inconclusive, athough there is evidence that antioxidant
levels may be higher in organic foods. The results of two studies examining children(s diets
suggest that eating organic food may reduce exposure to pesticides that are metabolized by
humans. Researchers are documenting and quantifying conservation and environmenta benefits
of organic production systems.

Grower Perceptions

By and large, organic growers express optimism about the future of agriculture. In asurvey of
organic growers conducted in 2004, almost three quarters of the 146 respondents said they
thought organic farming was more profitable than conventional agriculture and three quarters
expected that they or afamily member would still be farming in 20 years. Fully 55 percent of
these farmers were age 50 or younger. Although they have a positive outlook, they have
encountered production challenges including weed management, pollen drift from genetically
modified crops, soybean aphid, and availability of local processing, particularly for meat.
Farmers[top research needs are effective weed management strategies, soil fertility, soil
health/biology, variety selections, and pest management strategies for organic production. A
separate survey of dairy farmers found that around 44 percent had at least some interest in organic
dairy production. Their major concerns were livestock health, feed, and profitability.



The Minnesota Department of Agriculture serves organic growers and associated businesses with
avariety of programs including organic certification cost share, conferences, workshops,
directories, referrals, and farm management programs. Some of these services are delivered by
the department alone; others are undertaken in collaboration with the University of Minnesota,
nonprofit and farm organizations, and federal agencies. The United States Department of
Agriculture (USDA) has contributed financial support to a number of organic projects. A
Memorandum of Understanding on Organic Agriculture exists and has been signed by the
Minnesota Department of Agriculture, USDA Natural Resources Conservation Service (NRCS),
Farm Service Agency, University of Minnesota Extension, and University of Minnesota College
of Food, Agriculture and Natural Resource Sciences.

A number of USDA agencies offer organic agriculture programs. In Minnesota, the NRCS offers
a per-acre organic transition cost share payment through its Environmental Quality Incentives
Program and underwrites several organic educational events each year. Some of the technical
assistance NRCS offers to farmersd such as the Web Soil Survey and a number of Tech Notes[
are particularly well-suited to organic producers. Resource Conservation and Devel opment
Councils have explored collaborative marketing and promotional efforts for organic growers. The
Risk Management Agency has funded organic research and projects, as has the Cooperative State
Research, Education and Extension Service, particularly through the Sustainable Agriculture
Research and Education (SARE) Program. The Economic Research Service collects and
publishes organic acreage and market datathat allow states like Minnesotato track adoption and
trends.

University of Minnesota faculty members have been engaged in applied organic research for well
over adecade. They teach courses on organic agriculture and conduct both small plot and on-farm
organic research in areas such as soil quality, food safety, weed management, and livestock
nutrition. A number of University of Minnesota Extension Educators throughout the state have
conducted crop variety trials, organized educational and outreach events, and delivered technical
assistance to organic and transitional growers.

Recommendations
With input from the Organic Advisory Task Force as well as stakeholders and peer agenciesthe
MDA recommends the following:

New Policies or Programs
O Technica and financial assistance to help growers during their transition to organic.

[JA voluntary registration and affidavit program to provide state documentation to organic
growers who are legally exempt from certification requirements under §205.101 of the National
Organic Standards (7 C.F.R., Part 205).

[1Organic educational materials and presentations for consumers.

OA Minnesota organic buyer directory (processors, brokers, shippers, traders, etc.).

Policies or Programs to Continue or Enhance

[ State assistance to defray the cost of certification for certified organic Minnesota farmers and

jprocessors.

O Information and technical assistance to help farmers learn about certification requirements,
organic practices, and resources available to them.



O Information and technical assistance help organic farmers understand, evaluate, and implement
marketing options.

O Assistance to farmer groups to help them evaluate and pursue val ue-added organic business
opportunities.

O Minnesota Organic Conference.

[JLow-interest loans to organic farmers through the Shared Savings Loan Program administered
by MDA.

[1Directory of Minnesota Organic Farms.
O Enforcement of Minnesota state labeling law with regard to organic product claims.
[J Farmer-to-farmer networking programs.

O Collaboration, networking, and complementary efforts by federal, state, university, and non-
profit stakeholders.

O Learning from efforts and experiencesin other states.

[0 Expansion of the current five-partner Memorandum of Understanding on Organic Agriculture.

Current and Future Research Needs

Assess the current organic processing capacity for organic crops and livestock produced in
Minnesota and identify opportunities for, major barriers to, and recommendations concerning the
expansion of organic production and processing infrastructures in Minnesota and concomitant
economic development impact.

Increase long-term applied organic cropping systems and organic livestock production research
by faculty at the University of Minnesota and other post-secondary institutions on topics of
importance to Minnesota organic farmers such as: agronomics; soil quality and health; organic
crop variety development; composting; compost tea; weed, disease, and insect pest management;
economics; food safety and quality; farmer and farm worker safety; and management of flies and
parasites.



Background

What is Organic?

[Organicllis alabeling claim that describes how an agricultural food or fiber product was grown
and handled before it reached the consumer. Organic requirements apply to farmers who grow
plants and animal s, and to processors and handlers who turn agricultural products into food or
other consumer products.

National Organic Standards

United States federal organic standards became effective on October 21, 2002. They address
production, processing and labeling, certification, recordkeeping, and inputs alowed in organic
farming and processing. The standards were devel oped over ten yearsin response to the Organic
Foods Production Act of 1990. Proposed rules were published for public comment twice. In 1997,
the United States Department of Agriculture (USDA) received 275,603 comments that shaped
revisions of the rule (Federal Register, 2000). In 2000, nearly 41,000 individuals and
organizations commented on the second proposed rule (Federal Register, 2000a). The Final Rule
was published in the Federal Register on December 21, 2000. To conform with federal law, the
Minnesota L egidature adopted the National Organic Standards by reference in 2003.

Products that make organic claims must be certified by a USDA -accredited organization. Third-
party certification assures consumers that the product was grown and processed in compliance
with the National Organic Standards, and assures farmers and organic companies that they are
operating on an equal footing, under consistent and uniform guidelines. Violations of the federa
rule are punishable by fines of up to $10,000 per violation.

Farms and processors selling less than $5,000 per year may be exempt from certification, but
must follow and be able to document compliance with the National Organic Standards.

Organic Crop and Livestock Production

Land may be certified 36 months after the last application of any prohibited material. Organic
crops must be grown on land managed to reduce erosion and improve soil quality, and fertilized
with non-synthetic nutrients. Most synthetic herbicides and pesticides are prohibited, although a
few synthetic nutrients and soil additives appear on a special National List and are allowed. There
are strict manure and compost guidelines. Sewage sludge is prohibited. Weeds, insects, and other
pests are controlled using practices like crop rotation, variety selection, biological control,
mulching, and tillage. Organic farmers may not use genetically modified seed.

All organic livestock must eat organic feed and pasture. They must not be given growth
hormones, treated with antibiotics, fed urea, manure, or animal by-products. They must be raised
in conditions that allow them access to the outdoors (appropriate to the species) and appropriate
exercise. Ruminants like cows and goats must have access to pasture. Physical alterations such as
dehorning and castration must be done only to promote the animal [$ welfare and then in ways that
minimize pain and stress. Administration of some medications (e.g., antibiotics) resultsin
automatic decertification of the animal. It is forbidden to withhold medical treatment from a sick
animal in an effort to keep it organic.

Slaughter stock must be raised organically from the last third of gestation (except poultry, which
must be raised organically from the second day after hatching). When a producer converts an



entire, distinct herd of dairy cattle, the milk may be certified after 12 months of continuous
organic management, during which time they may consume organic and/or third year transitional
feed and forage. Thistransitional feed and forage must be produced by the farmer; adairy
producer may not buy third year [transitional Cf eed to use while converting his or her herd.

In addition to production issues, the National Organic Standards (NOS) describe how organically-
raised crops and animals must be processed and handled in order to preserve their organic status.
Ingredients, processing aids, pest management in the processing facility, and labeling must all
follow the NOS. There must be no opportunity for organic products to mix, or Lcommingle,Jwith
similar non-organic products.

Under the Fina Rule, natural substances are permitted unless they appear on the National List of
Allowed and Prohibited Substances (Subpart G of the Final Rule) as [prohibitedl] [Synthetics]
(including antibiotics, hormones, and fertilizers derived from petrochemicals) are prohibited
unless they appear on thelist as [allowed.[]

Market Trends and Potential for Organic Products

According to information collected and reviewed by the MDA Agricultural Resources
Management and Development Division, consumer demand for organic food continues to be
strong. Industry sources estimate that the sales of organic food and beverages grew at just over 18
percent per year between 1997 and 2005, according to data reported by the Organic Trade
Assaciation (Figure 1). (OTA, 2006) This compares with annual growth of just over 4 percent per
year in retail sales of food purchased for home use during the same period of time. (USDA-ERS,
2006) Sales of organic food reached $13.8 billion in 2005, according to a survey conducted by
Nutrition Business Journal and commissioned by the Organic Trade Association. (Nutrition
Business Journal, 2006) Organic foods comprised 2.5 percent of the (non-food service) U.S. food
market in 2005, up from 0.8 percent in 1997. (OTA, 2006)

Figure 1. Organic Food - U.S. Consumer Sales

$15,000

$10,000 -

$5,000 -

Millions of Dollars

1997 1998 1999 2000 2001 2002 2003 2004 2005

Year
Source: Nutrition Business Journal estimates based on OTA[S 2006 Manufacturer Survey, annual Nutrition
Business Journal surveys of manufacturers, SPINS, and other sources, as cited in OTA's 2006 Manufacturer
Survey at: ww.ota.com/pi cs'documents/short%20overview%20M M S.pdf

The Organic Monitor reports that with salesincreases of 51 percent, organic meat/fish/poultry
was the fastest growing organic category in North Americain 2005. (Organic Monitor, 2006) The
May 2006 edition of the Kiplinger Agriculture Letter aso identified meat as the fastest growing



organic food category with sales tripling in two years to reach $256 million. Kiplinger reported
high rates of non-food organic salesin 2005: organic flower sales grew 50 percent; organic pet
food by 46 percent; and organic fiber by 44 percent. (Kiplinger Washington Editors, Inc., 2006)
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Natural Products Consulting Institute, identified the following as Chot organic categories:[
organic personal care, organic meat, organic milk, natural and organic pet food, and bagged
salads. (Burke 2006) The MDA Agricultural Marketing Services Division has aso recognized
organic pet food as a potentia opportunity for Minnesotal$ organic sector.

Forces driving the consistent, rapid growth in consumer organic sales include an aging
population, changing consumer attitudes about food and health, concerns about food safety,
availability of organic products, improvements in taste and quality, national standards that have
eased entry of large brands into the marketplace, more competitive pricing for consumers, and the
ability of organic and natural companiesto secure investment capital. (Burke, 2006)



Organic food isincreasingly available in regional and national conventional and mass market
grocery chains such as Lunds/Byerly(s, Kowalski[s Markets, Rainbow, Cub, SuperValu, Super
Target, Costco and Wal-Mart, and from major brands such as Kraft and General Mills.

Since 2000, organic use has increased across the board, with the biggest gains by occasional
users. About 44 percent of U.S. food shoppers buy organic at |east occasionaly; while 14 percent
buy organic products at least weekly. (Figure 2) Organic purchasing is not limited by income
level or by ethnicity Uin fact, Asian Americans, and Latino/Hispanic Americans are the most
likely ethnic groups to purchase organic foods. (DeMeritt, 2006) Since 2000, consumer concerns
about hormones used in agriculture and food production have grown, particularly with regard to
children(s health. (The Hartman Group, 2006)

Figure 2. Change in Frequency of Organic Use by Consumers
Between 2000 and 2005
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Strong international export markets for organic foods also exist. Minnesota Agriculture
Commissioner Gene Hugoson has commented that during trade missions to Asia, questions about
organic products are frequently raised by buyers. (Gene Hugoson, personal communication,
2006) Two of the world$ major organic importers, the European Union and Japan, require
compliance with standards in addition to certification under USDA[$ Nationa Organic Program.
Growers and processors who wish to export to these countries must obtain additional
certifications. Domestic growers report that they are beginning to feel competitive price pressure
from countries like China, where organic acreage and certification are on the rise and which is
increasingly exporting product certified to the United States Department of Agriculture National
Organic Program (NOP) standardsinto the U.S. (Mei et al., 2006)

Growing For and With the Market: Organic Farm Production

In December 2006, the USDA Economic Research Service (ERS) rel eased updated estimates of
organic farm numbers and acreage for al 50 states and the nation as awhole. ERS collects these
numbers by requesting information from accredited certifying agencies (ACAS) operating in the
U.S. Although the information is self-reported, these estimates reflect what is likely the most
consistently collected and reliable organic production data available. The data are available for
review and download at www.ers.usda.gov/data/organic




U.S. and Minnesota organic acreage trends are shown in Figures 3 and 4. Between 2000 and
2005, total U.S. organic acreage grew by 125 percent, despite aslight dip in 2002 that ERS
economists speculate may have been connected with implementation of the National Organic
Program Final Rule. Minnesotalstota certified organic acres grew by 57 percent during the
same five-year period, increasing from 81,953 acresto 129,064 acres. Minnesotafarmers were
early adopters of organic practices and certification compared to other states, and higher U.S.
growth during this period was weighted by spectacul ar increases a number of states, such as
Alaska, which went from 0 organic acresin 2002 to 1.4 million in 2005, and Connecticut, which
went from 1 certified acre in 2002 to nearly 24,000 acresin 2005.

Figure 3. Total U.S. Certified Organic Acreage
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According to ERS estimates, Minnesota had 129,064 certified organic acresin 2005, comprising
3 percent of the U.S. total of 4.4 million certified acres. The statels$ rank in terms of total certified
acres has held steady at number six since 2003. While most of Minnesotal$ organic acreageis
cropland, the state dropped to number four in certified organic crop acres after holding the
number three position between 2001 and 2003. (Table 3)



2000
# Certified Organic Acres
in MN 81,953
Total Certified Organic
Acres- U.S. 1,776,073
MN % of U.S. Total
Certified Acres 5%
MN Rank:
Total Certified Acres 7
MN Rank:
Certified Crop Acres 5
Source: USDA-ERS

Table 3. Minnesota Certified Organic Acres - Numbers, Percentage and Rank

2001 2002 2003 2004 2005

103,297 112,047 123,923 115,298 129,064
2,094,272  1,925534 2,196,874 3,008,337 4,003,973

5% 6% 6% 4% 3%

6 7 6 6 6

3 3 3 4 4

Table 4 shows the number of certified organic farmsin Minnesota compared to U.S. numbers.

ERS estimates ranked the statel$ percentage of organic farms at 6 percent in 2000 and 2001, and
5 percent since 2002. Minnesota ranked fourth in the number of certified organic farmsin 2000
and 2001, and has ranked fifth since 2002.

Table 4. Minnesota Certified Organic Farms - Numbers, Percentage, and Rank

2000
# Certified Farms. MN 382
# Certified Farms, U.S. 6,592
MN % of Total U.S.
Organic Farms 6%
MN Rank - # of Certified
Farmsin U.S. 4

Source: USDA-ERS. *2006 estimate is based on MDA data.

2001 2002
421 371
6,949 7,323
6% 5%

4 5

2003 2004 2005 2006*
392 422 433 530
8,035 8,021 8,445
5% 5% 5%
5 5 5

As noted above, Minnesota farmers were early adopters of organic practices and certification
compared to other states, so it is reasonable to see an adjustment in the statels percentage
rankings for acres and farm numbers as farmersin other states gain organic certification.




Figure5. Location of 507 Certified Organic Farmsin Minnesota, by County

Based on information provided by certifying agencies and on participation by certified organic
farmsin programs offered by the state, the MDA estimates there are approximately 530 certified
organic farming operationsin Minnesota in 2006. See Figure 5 for amap that shows the
distribution of most of the organic farmsin the state. Extrapolating from data provided by about
organic farms that applied to be listed in the 2006 Directory of Minnesota Organic Farms, the
average organic farm size in the state is 324 acres, smilar to the state average farm size of 345
acres, and organic farms comprise about 0.7 percent of the 79,600 farmsin Minnesota. (USDA-
NASS, 2005)

Minnesota s ranking for anumber of important organic crops and livestock isshownin Table 5.
The state consistently ranks as atop 10 producer of organic corn and most other grains, soybeans,
oilseeds, and dairy and beef cattle. By and large, Minnesota s rankings have remained fairly



