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= Total economic costs of organic dairies in 2005 were $7.65 per cwt higher
than for conventional dairies, nearly $1 per cwt higher than the average
price premium for organic milk.

e Pasture-based organic dairies’ total economic costs were about $4 per
cwt higher than conventional pasture-based dairies, much lower than the
average price premium for organic milk in 2005.

Challenges of Organic Milk Production. Certification paperwork and
compliance costs were reported by 40 percent of producers as the most chal-
lenging aspect of organic milk production, followed by finding new organic
input sources (dairy replacement and feed), higher costs of production, and
maintaining animal health. By contrast, the chief concern for large organic
dairies seem to be finding organic input sources, and the chief concern for
dairies in the Northeast seemed to be production costs; certification paper-
work was a lesser concern for pasture-based dairies and more educated
operators.

How Was the Study Conducted?

This study used information from a 2005 survey of U.S. milk producers as
part of USDA’s annual Agricultural Resource Management Survey (ARMS)
administered by its National Agricultural Statistics Service (NASS) and
Economic Research Service (ERS). The survey targeted dairy operations in
24 States that accounted for more than 90 percent of national milk production
and covered all major production areas. A subsample of the survey targeted
organic dairies identified by major organic milk processors and certifiers.
Surveyed organic milk producers were divided by size, region, and pasture
use, and differences in characteristics and production costs of the groups were
evaluated. Regression analysis, with a treatment-effect model, was used to
measure the difference in production costs between organic and conventional
dairies. Differences in production costs, along with estimates of organic tran-
sition costs, indicated the milk price premiums that make organic competitive
with conventional milk production.
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