O

PPORTUNITIES FOR
organic dairy producers include
higher market prices and growing market shares. But, to the familiar
challenges of costs and management
constraints, is added a difcult market
outlook for beverage milk products that
have been the mainstay of organic milk
utilization. Tis article explores these
issues.
About 18 percent of U.S. milk comes
from California. California also
represents about 12 percent of dairy
consumers, including many who buy
organic milk. Organic milk production
and marketing in California exemplifes
the complexity of the outlook for
this segment of the dairy industry
nationally.
On the supply side, the requirement
that organic dairies make substantial
pasture available to their herd is a
limiting factor for expansion of organic
production in the dry San Joaquin
Valley where most California milk
production is located. In that region,
tree, vine, and vegetable crops compete
for land and irrigation water and typical
milking herds have thousands cows.
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Te organic segment has therefore
concentrated in the coastal hills and
valleys north of San Francisco that
are less suited to intensive irrigated
farming. Tere, high-priced wine grapes
claim much of the suitable cropland,
and the remaining dairy industry has
shifed to organic practices. Let us
examine some of the economic facts
that drive the situation and outlook for
the organic dairy industry.

Comparing Farm Costs and
Returns
We use data from the California
Department of Food and Agriculture
on dairy farm costs and returns for
more than 100 representative dairy
farms across the state. Te reports
identifed farms by breed of cow, region
and whether they were organic. Table
1 (see page 12) summarizes costs and
returns for a sample of 13 organic farms
in 2017 (the last full year of available
data) compared to a sample of 96
conventional farms. Te organic farms
are mostly in the North Coast region
and the conventional farms are mostly
in the San Joaquin Valley. A typical
conventional dairy has thousands of
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