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Highlights:

« Total organic-certified land in the United States has trended
upward since 2000, reaching 4.89 million acres in 2021.

 Regional differences in organic agriculture have become less
pronounced. Organic acreage and sales historically concentrated
in the Pacific region (particularly in California) have expanded
across the country, most recently to the Appalachia and Delta
regions.

« As organic agriculture grows, organic producers have experienced
increased market access. Conventional grocery retailers have
overtaken natural food stores as the most popular outlet for
organic food, with 55.6 percent of sales in 2021.

 Authorized Federal funds to support organic research through
USDA projects have increased in the last two decades. Mandatory
spending authorization for the Organic Agriculture Research and
Extension Initiative has grown from $3 million in 2002 to $50
million in 2023.

In the two decades since USDA published its final organic farming rules, the
organic industry has experienced remarkable development. The higher prices
producers generally receive for organic products compared with those grown
under conventional methods (known as price premiums), motivated expanded
U.S. organic production. Certified organic U.S. land for growing crops or livestock
increased from 1.8 million in 2000 to 4.9 million in 2021. Organic sales in 2021



accounted for about 3 percent of U.S. farm receipts even though organic acreage
was still less than 1 percent of U.S. farmland. Now, more regions are growing
organic products, a wider range of retailers are selling organic food, and more
research and development (R&D) funds are going toward development of organic
agriculture.

Total organic farm acreage has trended up since 2000, primarily driven
by cropland
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Mote: Data from 2000 to 2015 are based on organic certifier surveys; data frem 2016 to 2021
are based on producer surveys. Producer survey estimates are typically lower than
certifier-based estimates because of methodological differences.

Source: USDA, Economic Research Service (ERS) based on data from ERS arganic certifier

surveys (2000=2011); USDA, Mational Agricultural Statistics Service (MASS) organic certifier
surveys (2014-2015); and NASS national organic praducer surveys (2016-2021),

Organic food and agriculture became a federally regulated industry in the
United States after the USDA published the final rule in 2000 to implement the
Organic Foods Production Act of 1990 (OFPA). Under the final rule
(https://www.ams.usda.gov/rules-regulations/proposed-rules?
field_term_rules_regulations_target_id=111) — which took full effect in 2002 —
USDA established the National Organic Program (NOP) to provide regulatory
oversight so that all organic agricultural products sold, labeled, or represented
as organic be in compliance with the regulations.

Initially, organic certified pasture and rangeland acreage grew faster than
organic cropland, more than doubling between 2003 and 2004 from 750,000
acres to 1.59 million. U.S. pasture and rangeland primarily produce perennial
grasses and legumes as forage for organically certified dairy cattle and other
livestock. They also provide cover and food for wild game, songbirds, and other
wildlife. Organically raised ruminant livestock, including cattle, sheep, and goats,
must have access to organic pasture for the entire grazing period. By 2005,



pasture and rangeland made up almost 60 percent of U.S. certified organic
farmland at 2.33 million acres. Pasture and rangeland acreage has meandered
since 2005, and the latest two USDA, National Agricultural Statistics Service
(NASS) Organic Surveys (2019 and 2021) showed decreases.

Cattle raising for meat is the largest animal sector in U.S. agriculture, but it
remains a small part of the organic animal products market. This is partly
because of the time it took to implement an organic label for meat. The USDA,
Food Safety and Inspection Service (FSIS) has jurisdiction over labeling of meat
and poultry products under the Federal Meat Inspection Act and Poultry
Products Inspection Act. Meanwhile, the Food and Drug Administration (FDA) has
oversight authority over all other food labeling. Through the 1990s, FDA
approved the use of organic labels for products under its purview, such as dairy.
Meanwhile, FSIS did not allow for the use of the label on meat and poultry
products until 1999. During that time, the imprecisely defined and unregulated
“natural” label became popular. Competition with other labels, along with
challenges such as following regulations for using organic feed, are potential
reasons for declines in organic pasture and rangeland.

While organic pastureland surged in the early 2000s, cropland acreage grew
slower, partly because it is more challenging to convert field crop production to
organic farming systems. Organic pastureland and cropland both require
producers to follow USDA's NOP standards that prohibit using substances such
as most synthetic fertilizers and pesticides, thus restricting crop producers’
options for managing pests. Even so, rising consumer demand, especially for
organic fruits and vegetables, has led to a steady increase in organic cropland
acreage since 2000, with declines in just three NASS survey years (2002, 2014,
and 2016).

Organic fruits and vegetables are the largest organic retail sales food category,
surpassing $22 billion in 2022 and making up about 36 percent of all organic
retail sales, according to the Organic Trade Association. Producers continually
have increased the area devoted to organic specialty crops (the category for
fruits, vegetables, and tree nuts). For example, fruit and nut acreage increased
76 percent between 2011 and 2021. With U.S. consumer demand for organic food
growing faster than certified organic acreage, an extensive organic trade sector
also emerged. In addition, organic cropland supports the organic animal industry
by producing field crops such as corn and soybeans for animal feed.



Organlc Production SHifts East

In the United States, the Pacific region (particularly California) historically has
led in organic acreage and sales, accounting for about 43 percent of organic
sales in 2012. California’s climate is well-suited for producing a variety of
specialty crops (which includes fruits, vegetables, and tree nuts). The region’s
climate paired with early consumer interest in organics helped California
blossom into the largest producer of organic products.

While California is the country’s largest producer of specialty crops, the Corn
Belt is well-suited for field crops such as corn, soybeans, barley, and oats. These
crops often are grown for animal feed or industrial uses, and the price benefit
between them and conventional field crops often is not as high as it is for organic
fruits and vegetables. Grain and oilseed growers have cited several barriers to
transitioning from conventional production to organic methods. There is less
technical assistance available for organic field crops than for conventional, the
number of organic grain elevators is inadequate, and data on organic crop prices
are limited. Additionally, unlike U.S. fruit and vegetable crops, most U.S. corn and
soybean crops are grown with genetically engineered seed, a prohibited practice
in NOP standards. Genetically engineered crops in neighboring operations,
volunteer crops, or physical commingling of organic products with genetically
engineered products all introduce the risk of low levels of genetically
engineered material in organic crops. The risk of cross-pollination is low in
soybeans, as the crop is self-pollinated, but is higher for cross-pollinated crops
such as corn.

In recent years, regional differences in organic agriculture have become less
pronounced as acreage and sales across the country have increased. The Pacific
region still accounted for about 32 percent of sales in 2021, but shares of sales
have increased in most other regions. For instance, organic sales in the Corn Belt
accounted for 8 percent of sales in 2021, up from about 6 percent in 2012. In the
Northeast, the share of organic sales rose to almost 16 percent from almost 11
percent in 2012. Regions that historically accounted for a lower share of organic
sales —such as the Corn Belt, Delta, Southeast and Southern Plains —all saw
gains from 2012 to 2021, including a 3,582-percent increase in the Delta, where
organic sales rose from $4 million to $143 million.
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Conventional Grocers, Ontine Vendors Gain Strength in Organic Fooed
Retailing

As demand for and production of organic agriculture grew, organic products
found increased market access. From the 1970s, when organic markets emerged
in the United States, until the mid-2000s, most organic retail sales occurred in
natural food stores. Conventional grocery retailers have since become the most
popular outlet for organic food, with 55.6 percent of sales in 2021. Producers
also continue to market their products directly to consumers, via farmers
markets, Community Supported Agriculture programs, farm co-ops, and the
internet. The share of direct-to-consumer sales peaked at 12.6 percent in 2021
after stalling at 10 percent from 2006 to 2012.

While sales through offline direct-to-consumer channels have decreased since
2010, growers have expanded their use of the internet in marketing their
products directly to consumers, particularly during the Coronavirus (COVID-19)
pandemic. In 2012, internet sales accounted for 2.1 percent of total organic sales,
increasing to 4.5 percent by 2019 and 6.5 percent in 2021. These percentages
include items ordered from online stores and shipped to consumers but do not



include groceries ordered online then picked up by consumers or third parties
(such as InstaCart) and, in some cases, when stores deliver to homes. Use of
retail options differs by State as well. For example, the NASS Organic Survey
shows that California producers sell 20 percent of their products directly to
consumers, but Indiana growers market only 1 percent directly.

Traditional food stores continue to gain share of organic retail market

Percent of organic retail sales
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Mote: Internet includes grocery websites with delivery as well as other online sources and
was not tracked before 2011 Online ordering with store pickup is counted with stores,
Matural and health food stores sell a mix of organic and seller-defined “natural” products.
Unlike “srganic.’ “natural” is not a regulated term in the United States.

Source: USDA, Economic Research Service using data from the publication MNatural Foods
Merchandiser and the Organic Trade Association.

Research and Develspment Funds

Investment in research and innovation is critical for continued growth in the
organic sector. Generally, private and public research play complementary roles,
with the private sector concentrating on areas with commercial application and
public research focusing on natural resources, human nutrition, and areas of
potential societal benefits. Much of the industry research on organic agriculture
has concentrated on biological pest control products, such as natural enemies or
botanical extracts, and development of new food products. Given the
environmental benefits of organic agriculture, public research is extensive.
Research on production, breeding, processing, and marketing of commodities
can help producers transition into organic agriculture by reducing uncertainties.



In a 1980 report
(https://search.nal.usda.gov/discovery/delivery/01NAL_INST:MAIN/1228526638000742
6) assessing the nature and activity of organic agriculture, USDA recognized the
lack of necessary information available to organic and transitioning farms,
noting limited vital statistics (such as the number of farms and geographic
distribution) and Government-and university-funded research. In 1995, only 0.1
percent of USDA research projects were explicitly related to organic farming.
The 1998 Agricultural Research, Extension, and Education Reform Act (1998
Farm Act) began to address the information gap by setting priorities on
facilitating organic development and improvement, evaluating its economic
benefits, and exploring international trade opportunities.

The 1998 Farm Act created the Organic Transitions Program (ORG) as a
competitive grants program under USDA’s National Institute of Food and
Agriculture (NIFA) to support research on the competitiveness of organic
producers and on overcoming barriers to transition. The 2002 Farm Act launched
the NIFA Organic Agriculture Research and Extension Initiative (OREI), a
competitive grants program intended to make it easier for producers to grow and
market organic products. Initial priorities for OREI included determining
desirable traits of organic commodities, identifying constraints for expansion,
and conducting on-farm research. The 2008 Farm Act added priorities on
studying the relationship between organic systems and conservation, organic
systems and environmental outcomes, and development of new seed varieties.

ORG originally was funded at $500,000 annually, although its funding is not
included in the Farm Bill and is typically lower than that of NIFA's OREI program.
The initial mandatory spending authorization for OREIl was set at $3 million a
year but has grown throughout the decades and is now set at S50 million a year.
Grant payments are always less than the authorized amount because of
automatic Federal spending reductions and costs incurred by the program such
as those for administrative needs. In 2020, the number of proposals received
since the programs began exceeded 1,700, but only 356 were funded.

OREI does not offer direct support to farmers but provides indirect benefits
through research and by imparting knowledge. Other USDA agencies have
programs directly assisting organic producers. Since 2008, the Farm Acts have
included provisions to reduce obstacles organic farmers face in trying to access
USDA farm assistance programs. Programs have become more tailored to
organic production, and USDA has increased its outreach to organic producers.
USDA recently created the Organic Transition Initiative (OTI) with S300 million to



provide comprehensive support for farmers transitioning to organic production
and to support established organic producers. OTl helps growers overcome
barriers to transition, including a lack of region-specific and technical
knowledge, price and yield risk, and market access.

Federal funding of organic research grants has grown since 2001
Grant payments (millions of dollars)
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Maote: The Organic Agriculture Research and Extension Initiative (OREI) is funded through
mandatory spending authorization, which means each Farm Bill sets the pregram's funding
lewel for the duration of the Farm Bill and that level cannot change until the next Farm Bill.
OREI went without funding in 2013 because the 2008 Farm Bill expired in 2012 before
Congress was able to pass new authorization for spending on the program.

Source: USDA, Economic Research Service using data from USDA, National Institute of
Food and Agriculture,
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U.S. Organic Production, Markets, Consumers, and Policy, 2000—21
(/publications/pub-details/?pubid=106015), by Andrea Carlson, Catherine
Greene, Sharon Raszap Skorbiansky, Claudia Hitaj, Kim A. Ha, Michel
Cavigelli, Peyton Ferrier, and William D. McBride, ERS, March 2023
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