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Impact of “FarmStarts” in Mitigating Barriers of U.S. Organic Dairy Farming for Beginning
Organic Dairy and Feed Producers in Twelve Mid-Western States

Introduction

The USDA enforced the National Organic Program standard in October 2002. In 2005, certified organic
dairy farms accounted for approximately 1% of the dairy cows in the U.S., and accounted for less than
1% of total U.S. milk production (McBride and Greene, 2007). The average annual growth rate of organic
milk consumption has exceeded 20% since 2006, while growth rates of conventional milk sales have been
zero or negative percent during the same time. USDA’s Agricultural Marketing Services reports that in
March 2019 organic whole milk sales were up 2.1% while total fluid milk product sales were down 2.4%.
Growth in demand for organic dairy has been fueled by a complex mix of consumer concerns of food
safety, nutrition, concern for the environment, and other factors (Klonsky, 2000; Blank and Thompson,
2004; Rotz et al., 2007). Growth in supply has been spurred in part by the promise of high returns relative
to conventional dairy farming, as well as environmental concerns on the part of producers (McBride and
Greene, 2007).

Proponents of the organic movement have held up the organic model as a potentially profitable alternative
to conventional dairy production, especially for smaller operations as well as new farmers (Sato et al.,
2005; Rotz et al., 2007). One of the main reasons that many farmers converted from conventional dairy to
the organic dairy business is to get a higher and stable pay price. Organic milk has a premium price over
conventional milk price most of the time. This is partly due to the higher costs of production, and the
organic milk consumers’ willingness to pay a higher price (Bailey, 2005). The national retail organic
dairy weighted average advertised price for a gallon of organic milk in early May 2019 was $6.99 while
for conventional dairy was $2.56 (USDA Dairy Market News, 2019). A study with Wisconsin organic
dairy farmers showed that farmers in organic dairy had better return than their counterpart in the
conventional dairy (Krieg, 2007). The average return on assets for organic dairy farms was 1.9 percent
compared with minus 1 percent for similar size conventional dairy farms (Parsons, 2017). Comparing
organic and conventional dairy farm efficiencies, Mayen et al., (2010) found technical efficiency of
organic dairy farms to be on average 4.5 percentage points lower than that of conventional dairy farms;
milk production per cow 28 percent lower on organic dairy farms than on conventional farms; and organic
farms provide approximately 25 percent fewer pounds of total digestible nutrients (TDN) of feed than
conventional farms. On the other hand, organic farms allocate approximately 2.7 times more pasture acres
per cow than conventional dairies.

From 2004 to 2007, demand for organic milk far exceeded supply. The introduction of organic standard
regulations led to fewer cows being certified. The program requires a three-year transition period from
conventional dairy to the organic operation. Shortages of organic milk had been ongoing and were
widespread with the Organic Consumers Association estimating the domestic undersupply ranged from
10 percent to 25 percent. This caused a tremendous need for additional organic milk production in the
United States and similarly a need for increased organic feed grain production to feed organically-raised
cows. Those organic milk and feed grain shortages were due in large part to the critical barriers organic
dairy producers and organic feed grain producers faced. Organic grain feed such as corn and soybeans are
majorly imported because domestic production is not able to meet the demand for organic grains. Though
retail market trends may have been in their favor, the transition to organic production was marked by



complex certification processes, higher feed costs, major changes to animal husbandry practices and
production standards, and increased record keeping requirements. Price premiums for organic milk and
feed grain were not realized by growers until they received their organic certification, which took three
years on average. Additionally, when organic farmers are unsure of the future prices, they may delay
investments, decrease herd size and delay transition. These conditions make it difficult for farms and
ranches to transition to organic farming with an even stronger impact on beginning farmers and ranchers
seeking to take over production.

Since then in 2008-2009 and 2016-2017 there has been a greater supply than demand for regular
and organic milk, resulting in steeper price cuts. During recession, the price of conventional milk
decreased to about one-third the price of organic milk. Thus, lower income led to decreased
demand for organic milk. The latter years, several alternatives to organic dairy milk such as organic
soymilk, organic almond milk, and organic rice milk undermined the demand for organic milk (Bechtel,
2018). More than 43 million gallons of milk were dumped, lost, or discarded by dairy producers and
handlers in the first eight months of 2016, according to a Wall Street Journal report based on US
Department of Agriculture data (laconangelo, 2016). This caused several farmers to stop taking on new
dairy farm production (Acres USA, 2018). At the same time, there is increased demand for value added
organic products such as organic butter and organic cheese where the supply is not able to meet the
demand (Su, 2018).

Recently tariff’s, trade disputes, world dairy prices, Canadian’s Class 7 program and other factors have all
aggravated dairy markets. Other than oversupply, the organic dairy market is undergoing structural
changes with consolidation and resulting lack of market access to smaller producers. For example,
Walmart’s new dairy processing facility in Ft. Wayne, Indiana is supplying over 500 Walmart’s in five
states from Indiana to Pennsylvania. This is causing dozens of dairy farmers to lose their supply contracts
and market access because they are too small. Walmart plans to source their milk from only 30 farms in
the region. (Laca, 2018). The organic dairy market is dominated by two large national organic milk
buyers and some regional small buyers (Su, 2018). Horizon Organic is the largest organic dairy processor
in the U.S. and now is part of DanoneWave. The next largest organic milk buyer and processor is Organic
Valley, a farmer owned cooperative’. Organic Valley and Horizon Organic together control about 84% of
the organic milk supply. Aurora Organic Dairy is another large organic milk processor whose major
products are private labeled organic milk, and butter. Different from the largest two companies, this
company is a fully vertically integrated company. It owns organic dairy farms and processing facility,
which lowers the cost of production. Some smaller family farms process their milk on site and sell to
customers, distributors and retailers through private label. Some cooperatives process both organic and
conventional milk and distribute their products through distributors and retailers.

Larger processors have obvious advantages over small ones with lower costs and better capacity to handle
oversupply because of economies of scale and market access. Market trends show it is more profitable to
haul milk from Texas to Wisconsin than buying milk from Wisconsin even with large amount of
transportation cost?. This threatens the small farms and the farms with less efficiency. However, there is

! Further details on the two national organic milk buyers- Horizon and Organic valley, and other players of the
market can be found in Su (2018), Su and Cook (2015).

2¢In 2016, Wisconsin had 483 organic dairies. In that year, six organic dairies in Texas produced 23 percent more
milk than the 483 organic herds in Wisconsin. One massive dairy can supply as much milk as 50 to 100 organic



some indication that some small dairy farms have adopted cost management strategies to offset
economies of scale and be competitive with larger dairy farms (Tauer and Mishra, 2006; MacDonald et
al., 2007). Price stability is an important factor for the viability of small farmers in business (Cook and
Marion, 1981). Unstable prices drive larger farmers to invest and filter out the small farmers.

Peterson et al., (2012) in their study on organic farmer motivations identified profit, environmental
stewardship and the organic lifestyle as driving forces with profit maximization tempered by a small
amount of self-sacrifice and other objectives. Today’s market climate may be challenging those
motivations. At a time when there is an emerging awareness of the importance of attracting new and
beginning farmers to support future food economy, a growing number of young farmers are becoming
interested in the dairy industry. However, over supply, consolidation, and a lack of market access may be
stifling the USDA’s beginning farming programs, which have been encouraging new and beginning
farming. This is creating a paradox. Thus, while there is a growing demand for organic milk and an
increased interest in dairy farming by new and beginning farmers, lack of market access and over supply
stand in the way?.

The challenge of market access plaguing new and beginning farmers can be mitigated to some extent by
developing markets for branded products. Parsons (2013) also show that organic dairy farmers with better
management skills have a probability of generating higher returns. Keith Turner who shared his
experiences in a “How to Find Hope in These Difficult Times for Farmers” meeting in Dayton, Virginia
suggested studying finances, including operating budgets, five-year capital budgets and strategic planning
and doing a SWOT analysis to better face the current challenges in the organic dairy market (Bradshaw,
2018). All this requires farmer education and training. This paper explores educational programs that
stress banking relationships, production ideas, and marketing strategies for new and transitioning dairy
producers, as a method to address the structural challenges in organic dairy markets related to beginning
dairy farming.

This paper is organized with the next section describing the objective of the paper. Followed by a
description of the educational program. The subsequent sections deal with data collected, analyzed and
concludes with an impact of the educational program on beginning dairy and feed grain producers.

Objective

Delbridge et al. (2017) outline some strategies for reducing barriers to organic transition for U.S. farmers.
They emphasize the organic community including private industry, policy makers, certifying bodies need
to respond to barriers to encourage continued and sustained growth of organic farming in the United
States. USDA’s 2010 Strategic Plan called for a number of activities that would support a goal of
increasing the number of certified organic operations by 25%. Towards that end, USDA has been
allocating more funds to organic dairy and feed grain research and this study describes the outcome of

farms, which allows a processor or retailer to get all their milk from two or three giant farms.” Many producers also
think some of the large dairies skirt the organic regulations. (Arnason, 2018).

3 Between 2000 and 2017, the U.S. lost 63,702 dairy farms with herds of 200 cows or less, a decrease of 65.6
percent. Meanwhile, operations with over 1,000 cows increased by 109 percent and those with over 2,000 cows by
268 percent, according to Wisconsin’s Morning Ag Clips. From 1998 to 2007, the number of U.S. dairy farms with
fewer than 100 cows decreased by 44 percent, the number of dairy farms with 100-499 cows decreased by 30
percent, and the number of dairy farms with 500 cows or more increased by 39 percent. These changes in farm
structure have raised questions about the future of small dairy farms in the United States (Tauer and Mishra, 2006).



funded research on beginning organic dairy and feed grain producers in all twelve mid-western states.
This study analyzes and assesses an innovative educational program called FarmStarts targeting
beginning organic dairy and feed producers, to enhance their success and sustainability. This program
came about as it was identified that beginning farmers want to learn about new management techniques,
identify markets and want to be cognizant of current trends because the support structure is weak for
organic dairy and grain producers.

Description of the Educational Program “FarmStarts”

National Farmers Organization (NFO), a non-governmental nationwide organization that provides
educational programs and services to about 5,000 livestock, dairy and feed grain producers in 26 states,
developed “FarmStarts”, an innovative and educational program targeting beginning organic dairy and
feed grain producers to enhance their sustainability and success. NFO has seen many of its own members
converting their dairy operations to organic, facing many of the struggles and barriers described. A
significant number of these farmers are beginning farmers transitioning into ownership of conventional
dairy operations and/or conventional feed operations and then making the shift to organic production as
they step into the role of principal operator. Education and mentoring greatly benefits through this
transition and NFO seeks to build on their strong foundation of farmer and rancher education through
“FarmStarts” to not only assist current producers, but provide training, education, outreach, and technical
assistance that would attract new organic dairy and feed grain producers.

The workshops are tasked to increase the knowledge, skills, and tools of beginning organic dairy and
grain producers as they relate to organic production, marketing, business, and financial
management. The workshops not only aim to assist current producers, but provide training,
education, outreach, and technical assistance that would attract new organic dairy and feed grain
producers. Table 1 maps the desired outcomes and the methods to achieve them.

Table 1

Desired Outcome Method To Achieve Outcome

Train 900 beginning organic and Host 36 educational workshops (12 per year X 3 years) in Six
feed grain producers in business | different states- Kansas, Nebraska, Michigan, Illinois, Ohio,

and financial management as and Indiana.

well as production and marketing | Producers are recruited through promotional emails and mailers

topics through one developed sent through National Farmers and partnering organizations.

course* that is used in multiple Target is to have at least 25 attendees at each workshop (10%

states and cities. of all stipends are reserved for socially disadvantaged
producers and farmworkers).

Mentor at least 120 beginning Promote mentoring program at all workshops; 2 farm

organic dairy and feed grain visits/field day trainings; match mentees with experienced

producers to help them gain mentors.

knowledge and tools to make
informed decisions for their
operations.

*The topics of the course focus on organic certification requirements, organic animal production and
health, estate and transition planning, organizational structure, capital budgeting, organic feed grain
production and marketing, organic dairy marketing and general risk management principles.




The following outcomes are expected to measure the impact of “FarmStarts” educational and mentoring
program:

a) Increase in three new farm start-ups per state by the end of three years,

b) Increase in the total number of organic dairy and grain beginning farmers and ranchers by 5
per state,

c) Increase by at least 25% in the number of beginning farmers and ranchers who improve their
business and production practices, and

d) Increase in the number of participants from underrepresented groups such as socially
disadvantaged/women/veterans.

Data

Data is collected using three instruments, namely, a pre-workshop survey, workshop evaluation, and a
post-workshop survey (see Appendix A) to assess the impact of FarmStarts workshop in making
decisions related to beginning farming, organic farming, marketing, and finance for attendees®. IRB
approval # 9063 from Kansas State University was obtained prior to administering the post-workshop
survey. The post-workshop survey was administered both online and through postal mail from February
2018 to September 2019. The survey was sent to thirty-six workshop participants in South Dakota,
North Dakota, Missouri, Ohio, Michigan, Wisconsin, Illinois, Nebraska, lowa, Indiana, Kansas,
and Minnesota from 2016 to 2019. Online surveys were sent to 793 attendees and 172 responses were
received which results in a 22% response rate. Postal surveys were sent to 156 viable addresses and 62
completed surveys were returned (40% response rate). Overall, the post-workshop survey has a response
rate of 25%. Table 2 provides a summary of the profile of workshop attendees.

Table 2
Variable Possible Values Time Period
2015-2017 2017-2018 2018-2019

Farming Less than 10 years® 71% 67% 92%
More than 10 years 29% 33% 8%
Producer Grain 47% 36% 33%
Dairy 37% 21% 25%
Animal - 34% 29%
Vegetable - 5% 8%
No response/Other 16% 4% 5%
Operations Conventional 35% 38% 38%
Certified Organic 36% 30% 32%
Other” 29% 32% 30%
Farming Status Farmers 84% 80% 80%
Non-Farmers 16% 20% 20%
Gender Male 68% 90% 92%
Female 32% 10% 8%
Veteran 6% 3% 8%

4 Pre-Workshop Survey refers to the survey of farmers registered for the workshop at the door or online.
Workshop Evaluation refers to the survey of participants at the end of the workshop to evaluate speakers and
knowledge gained through the workshop.

Post-Workshop Survey refers to the survey sent out to attendees at least 6 months after the workshop.



Race White 82% 51% 79%
Unknown* 18% 49% 21%

Age 18-35 49% 47% 48%
36-65 35% 44% 48%

> 65 16% 9% 4%

Less than 10 years@ corresponds to beginning farmers.

Other” refers to farmers with operations, which may be organic but are not certified or maybe
transitioning.

Unknown* corresponds to responses on the survey which did not provide a categorical response.

While the number of mentored farmers could not be assessed, there were 212 participants who indicated
an interest in being mentored and another 383 indicated they might be interested, and 400 were not
interested.

Data Analysis

To measure the impact of FarmStarts program in accomplishing expected outcomes, information from the
survey instruments is analyzed as follows:

Adoption of organic dairy farming

The attendees of the workshop included beginning and new farmers (less than ten years of farming),
farmers who have been farming for more than ten years and non-farmers. Of those who were not farming
(23%), 50% started farming after the FarmStarts workshop. Eight non-farmer respondents mentioned it
would take less than 12 months to start farming while 6 responded it will take them more than 12 months.
Of the respondents who intended to transition from conventional to organic, 30% indicated a time-frame
of 12 months while 27% indicated more than 12 months (Figure 1). However, 43% of the respondents had
no intention to start organic farming.

Potential time frame indicated to
start Organic Farming

6 months
M 12 months
H >12 months

H Do not intend to

Figure 1




Increase in sales

One of the goals of the FarmStarts workshops is to translate knowledge and tools provided to farmers to
increase in sales. To quantify the expectations of an increase in the value of sales since attending
FarmStarts workshop, respondents were asked to pick one of four choices. Of the four choices provided,
50 of the respondents indicated they expect 0% increase in the value of sales, 48 indicated an increase of
1-5%, 31 indicated an increase of 6-10%, and 24 were optimistic of an increase in sales by more than
10%.

The responses which selected 0% increase in sales also includes farmers who have not yet started farming
so had no previous value to compare.

Table 3
Value of Sales 2015-2017 2017-2018 2018-2019
0% 31% 35% 33%
1-5% 26% 31% 40%
6-10% 24% 24% 10%
>10% 19% 10% 17%

Improvements in business and production practices

The post-workshop survey instrument asked respondents to indicate their understanding of certain aspects
of farming such as organic farming methods and practices, organic certification, farm financial
management, crop insurance etc. Data from the instrument is reported in Table 4. Most farmers attending
the workshop report better understanding of organic farming methods and practices, organic certification,
farm financial management and crop insurance options. But they are not much inclined to develop a
formal marketing plan (91 out of 214) or purchase crop insurance (93 out of 158).

Table 4
Year 1 Year 2 Year 3
Since attending FarmStarts Have Have Have
workshop: g Yes | No | plans | Yes | No | plans | Yes | No plans
i Maybe Maybe Maybe
Have you purchased crop 2 | 35 8 o1 | 25 A o 2 ,

insurance?

Have you developed a
formal marketing plan?
Do you have a better
understanding of farm 37 11 29 28 | 10 47 19 6 30
financial management?
Do you have a better
understanding of organic

15 | 33 28 18 | 33 35 12 | 25 15

. 62 4 N/A 66 1 11 43 7 N/A
farming methods and
practices?
Do you have a better 57 | 5 o |57 |5 | 16 |24|10]| 12

understanding of how to




become certified to farm
organically?

Do you have a better
understanding of crop 33 18 18 29 | 19 30 17 | 18 15
insurance options?

Workshop effectiveness

The workshop evaluation survey gauged the understanding of attendees on the workshop topics
before and after the workshop, and solicited comments on their experience/understanding and feedback
on the speakers. The survey also collected information on the topics of interest to the attendees to further
enhance business and production practices. Data from the instrument is reported in Table 5. The
distribution of speakers across the three years were 84, 116 and 91. On an average attendees reported a
progressive increase in knowledge on topics discussed in the workshop at 75% the first year, followed by
85% and 92% the subsequent two years. Statistical analysis of the effectiveness of the workshops using
paired t-test rejects the null hypothesis that there is no significant difference in gain in knowledge pre-
and post- workshop.

Table 5
Frequency of Responses

Topics of Interest Year 1 Year 2 Year 3
Organic livestock details 21
Soil health 23 23 20
Animal health 10 13
Dairy production 11 5 5
Weed management and disease control 11 10 9
Financials 9 6 8
Marketing 14 9
Organic certification and practices 15 7

An evaluation of workshop topics across the three years with a rating of 7.5 and above out of possible 10
points for the speakers is tabulated below (Table 6). The frequency provides the number of times the
specific speaker/ topic received a score above 7.5.

Table 6: Speaker/Topics highly rated

Topics rated >7.5/10 Freq
Organic Practices That Work 12
Organic Grain Marketing 4
Organic Certification. Basics 9
Soil Health & Transitioning to Organic 4
Financial Management of Organic Farms 6
Organic Crop Insurance 2
Financial Comparisons- Organic, Grass Fed, and Conventional Dairy Production 3
Ensuring Healthy Livestock 4
Dairy Animal Health for Organic Production 7




What is Organic and How do | Start? 3
Organic Weed Control and Soil Fertility 3
The Farm to Table Connection NA
Organic Farming Tips and Perspectives NA
Comparative Farm Economics NA

The most popular topics in the workshop included soil health, organic certification and marketing. The
most highly rated topics in the workshop with 7.5 and above related to organic processes, soil health, and
financial management.

Results

From 2016 to 2019, 1,150 participants attended 36 workshops across twelve mid-western states (South
Dakota, North Dakota, Missouri, Ohio, Michigan, Wisconsin, lllinois, Nebraska, lowa, Indiana,
Kansas, and Minnesota). These workshops were conducted by National Farmers Organization to
provide training, education, outreach, and technical assistance to new organic dairy and feed grain
producers. The participants comprised of 75% beginning farmers and 90% were in the age group 18-65
with majority of them with less than 100 acres. The program featured 290 sessions and 84% of attendees
on an average across three years reported an increase in knowledge after attending the workshops. Most
farmers attending the workshop reported better understanding of organic farming methods and practices,
organic certification, farm financial management and crop insurance options. But they were not inclined
to develop a formal marketing plan or purchase crop insurance. The year-end survey of attendees for three
years (at 25% average response rate) reported 56% of non-farmers started farming after attending the
workshops and 69% of existing farmers expected an increase in the value of sales (ranging from 1% to
above 10%) because of improved farming practices enabled through the workshops. Women and veterans
accounted for 28% and 9% of the attendees.

Some criteria such as improvements in business practices, increase in value of sales, increase in
the number of participants farming and organic farming as a result of attending the workshop,
could not be determined because it takes a couple of years for the farmers to implement decisions
and actually see outcomes of their decisions. The comments of participants largely summarize the
workshop as an educational and enriching experience with the potential to improve their farming
practices.

The following recommendations were provided by workshop participants to improve the impact of future

planned meetings:

1. Include or provide more information on topics in future workshops such as :

Organic livestock

Soil health

Animal health

Dairy production

Weed and disease control

f.  Financials

2. Consider organizing different formats for effective sessions such as round table conversational
style sessions.

3. Consider a detailed and specific set of information and tips for beginning (young and new)
farmers such as “how to get started”, comparison of organic and conventional farming- expenses
(also overhead costs), liabilities, profits etc, and more on the transitional stage requirements.

4. Include information on essential resource procurement (locally or otherwise) such as feed for
cattle, fertilizer, organic seeds, equipment, livestock etc.

®Po0oe



5. Provide further opportunities to network among attendees.
Conclusion

Data analysis of the three year program is presented as a segway into a larger discussion about future
possibilities and implications of such educational programs and how it can be adapted to evolving needs
of the organic market. The organic market is undergoing structural changes with an increase in USDA
programs to encourage beginning organic farming but concurrently the market is characterized by lack of
market access for smaller farms and oversupply issues. As a result, potential long-range impacts on the
sustainability of U.S. beginning organic dairy farmers and grain producers is significant. Training and
education through the FarmStarts program will encourage producers to transition into more fiscally sound
business strategies, bringing increased financial sustainability for individual producers and increased
market stability to the industry. However, public policies need to be evaluated to ensure the gain of sound
fiscal/management actions and interest in organic markets of beginning farmers translates to increased
market access. The market access and oversupply issues can be mitigated if there are alternate markets
available such as value-added organic products; and increased access to local and/or farmers markets.
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Appendix A: Post- Workshop Survey Flowchart

Introductory Message

I

Demographics

&

Were you farming when you attended your
first FarmStarts workshop?

Yes

Have you transitioned from conventional farming

to organic farming?

Yes

No

Yes

—

If you have not started organic farming
yet, when do you plan to start organic
farming?

Have you started farming since attending your
first FarmStarts workshop?

[

If you have not started farming
yet, when do you plan to start
farming?

Q1 Since attending a FarmStarts workshop have you developed a formal marketing

plan?

Q2 Since attending a FarmStarts workshop do you have a better understanding

of farm financial management?

Q3 Since attending a FarmStarts program do you have a better understanding of

organic farming methods and practices?

Q4 Since attending a FarmStarts workshop do you have a better understanding of

how to become certified to farm organically?

Q5 Since attending a FarmStarts workshop do you have a better understanding of

crop insurance options?

Q6 What has been your m
workshop or field day?

ist valuable lesson learned from attending a FarmStarts

Q1 Since attending FarmStarts workshop do you expect value of sales to increase?

Q2 Since attending a FarmStarts workshop have you purchased crop insurance?







