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The Demand for Organic Grains is Growing

● Aroostook County, Maine is a 
region that could help to meet 
this gap in supply,  

● . . .but organic grain farming as a 
standalone business is not 
profitable in Aroostook County 
at current typical scale



Mixing other, more profitable crops into a 
rotation with organic grains is a possible 
path to increasing organic grain production

●  This report combines market research with grower interviews and 
cost of production analysis to evaluate which crops might be most 
profitably rotated with organic grains in Aroostook County.
○ Representatives from 4 farms interviewed
○ 13 buyers from retail, foodservice, and distribution interviewed
○ Data from USDA (NASS and AMS) used to supplement
○ Market research from OTA, Hartman Group, and Nat’l. Potato 

Board also used



We quickly honed in on potatoes
● All growers expressed interest in 

expanding organic potato 
production as a central goal

● Organic potatoes are commonly 
rotated with organic barley on a 1:1 
basis in the County.

● Every acre of potatoes produced 
yields an additional 65 bushels 
(about 3,120 lbs.) of organic barley.



Broccoli and onions are also options
● Both growers and buyers expressed 

interest in these crops
● Growers would be more likely to replace 

less profitable grains with these crops in 
their potato rotations, rather than use 
them to augment grain production.

● They could help organic farms increase 
profits - but not necessarily expand grain 
production.



1. Overview of the Organic Potato Industry



The organic potato industry is growing but 
consolidating.   

● 398 million pounds harvested 
in 2015

● 68% growth from 2011-2015
● Four Western states (WA,OR, 

CA, CO) account for 90% of 
all domestic production

● Prince Edward Island also a 
major player

● Organic potato farms are 
getting fewer but bigger.  



As production grows, average prices received in the 
Northwestern states have declined…..



….but this doesn’t seem to be slowing growth.



Maine occupies a small but important share of 
the industry

● Maine’s overall share of U.S. 
production was 1.6% in 2015

● Maine is the largest producer in the 
US Northeast. 

● Freight costs and supply shortages 
hinder Western potatoes from 
entering Northeast  market (except 
for summer season) 

● Maine has an advantage in 
accessing Northeast markets 



Northeast: Total Market Size

● Retailers from Maine 
to Maryland purchase 
an estimated 76.8 
million lbs of organic 
potatoes per year.

● Maine produced 6.3m 
lbs. In 2015 - about 8% 
market share



2. Meet the End Consumer



Organic shoppers are more likely to be 
affluent, live in suburban areas, and have 
younger children

● Shoppers buy organic to avoid potentially 
unhealthful contaminants such as 
“pesticides/chemicals”, “growth hormones”, and 
“genetically modified products.” (Hartman Group)

● The Environmental Working Group’s “Dirty Dozen” List is one of the most 
successful efforts to market organics.

● Strawberries (DD#5) and Spinach (DD#8) are “driving organic velocity”, by leading 
the pack in terms of expanding their market share. (OTA)



Segmenting the organic shopper

● The OTA divides consumers into three segments:

Segment

% of 
populati
on

% of 
produce $ 
spent on 
organics

% of 
produce $ 
spent on 
potatoes 
overall

% of potato 
purchases 
that are 
organic

Organic 
Enthusiast 2%

More than 
50% 5.1% 60%

Moderate 
Organic 7% 20%-50% 4.5% 18.00%

Organic Lite 91%
Less than 
20% 8.3% 1.10%



The current price premium for organic potatoes is 
higher than most consumers are willing to pay.

● Average $1.16 per lb. retail in the Northeast; a 90% premium 
over conventional ($.61/lb)

● One Delaware study suggests that consumers, on average, 
might be willing to pay about 30% more for organic potatoes.  

● Mark Jewell, produce category manager for Hannaford, agrees:  
“If a [Hannaford] customer sees organic potatoes for $3.99 and 
conventional potatoes for $2.99 side by side, they might buy 
the organics.  Any higher than that, they wouldn’t.”

● The current organic potato market is serving the needs of the organic enthusiast 
pretty well, but it’s a very small niche.  

● There is potential growth in marketing to the moderate organic, but only if the price 
comes down to $.75-$.80 per lb.



3. Retailers



Retailers expressed little to no difficulty in sourcing 
sufficient organic potatoes.  

●  Comments such as, “we generally have good market coverage for organics, ” 
or, ““We're generally fairly well supplied with potatoes and the storage crops 
that you mentioned with our existing local and regional network of growers,”  
were common.  

● They tended to view organic potatoes as a commodity;  they made purchasing 
decisions based on price, quality, and availability, rather than allegiance to a 
particular brand. 

● Chris Miller of MOM’s organics in Maryland states that, in order for him to buy 
organic potatoes from Aroostook, “it would be more at commodity pricing - 
unless the potato itself has some distinctive quality to it that differentiates 
itself.”



Differentiated Packaging is Critical

● “Call out” that the product is organic and from 
Maine in a way that’s visual and easy to 
recognize. 

● Avoid traditional paper bags that most 
conventional potatoes come in.

● At the checkout, cashiers need an easy way to 
code produce items as organic



Getting “Into” Warehouses Without an 
Intermediary is Doable, But Difficult

● Noting, “we can only work with so many people.”  Hannaford would prefer to 
source organic potatoes through one of its existing vendors.

● Other retailers made similar comments.



Pricing Varies

● Retailers pay around 
$.70 per lb. at Boston 
terminal market

● Retailers that buy full 
truckloads direct from 
growers pay  $.33-$.50 
per lb.



Organics are unlikely to have appeal to 
the foodservice sector.  

● The foodservice buyers interviewed for this study 
indicated little to no preference for organics vs. 
conventional.  Their main considerations were 
quality, price, and local vs. non-local.

●  “We do buy some organic but it’s not a priority or a 
directive our chefs have to buy – we ask them to 
purchase local, and sometimes that could mean 
organic.” - Maeve McGinnis, Sodexo



4. Distributors



4. Distributors

● Similar to retailers, distributors expressed little 
to no difficulty sourcing organic potatoes

● Distributors in the Northeast reported sourcing 
mainly from either Maine or Prince Edward 
Island

● While most do buy organic potatoes from the 
West, these are mainly to supplement when 
more local potatoes are not available (mostly 
the summer)



Transport costs and just-in-time inventory give 
Aroostook an edge over Western competition

● Mike Guptill from Goldbell thinks that main 
advantages of working with an Aroostook 
County farmer are that “I would hope to get a 
price break on transportation [vs. product 
from the West]” and that he can maintain 
lower levels of inventory, as the supplier can 
more readily deliver on a just in time basis.



Consistency is the basis of a successful relationship
● Distributors are not interested in “in and out” plu’s - they wants items he 

can move consistently, all year round. The longer a supplier can deliver 
a product, the better.

● Consistency of grading is also critical.  Mike Guptill noted that 
consistency of grading and availability is “more important than price.”



Distributor Pricing is similar to low retail 
FTL’s

● In the low $.30’s per lb.
● Repackers like Goldbell 

prefer potatoes in 50# 
bags.

● Boston Terminal Market 
price is “set” by 
repackers like Goldbell

● 200% markup (buy at 
$.35, sell at $.70)



5. Growing Regions



Pounds harvested per acre in the western states are higher than in other regions.  



Western states such as Washington can produce potatoes very cheaply, mainly 
due to higher yields

Washington State Organic Potato Budget
Yields per acre 47396

Costs per acre

Soil Prep and Planting $995.00

Fertilizer & Pesticides $1,800.00

Irrigation $200.00

Harvest $1,487.75

Other $180.71

Variable Cost/Acre $4,663.46
Fixed Cost/Acre $962.00

Total Costs per acre $5,625.46
Cost per lb. $0.1187



Western organic farms will probably continue to dominate 
the market for organic processing potatoes 

●  John Chartier notes that most (if not all) organic potato processing 
companies that started on the East coast have moved to the West.  

● Given the much lower prices for organic potatoes in the West, that’s no 
surprise. 

●  Western growers tend to be larger, and have higher yields per acre; 
these two factors contribute to lower costs per lb., which means they can 
afford to sell potatoes more cheaply.



But currently, western potatoes are prohibitively expensive 
to ship to Northeastern markets, due to distribution costs. 

●  While Washington growers are receiving $.13 per lb. for their potatoes, 
organic potatoes from the West trade at around $1 per lb. at the Chicago 
terminal market.   

● Freight costs from West Coast to East Coast add about $.16 per lb.
● “I prefer to buy from the East Coast mainly because I get a break on 

shipping costs.” - Mike Guptil, Goldbell



Potatoes from PEI are Maine growers’ biggest current 
competitors in the Northeast.  

● While shipping costs are currently hindering 
Western organic potatoes from entering the 
Northeast retail market during any season but 
the summer, organic potatoes grown in Prince 
Edward Island have quickly taken over a large 
share of Northeastern US retail.  

● Accounts that are largely serviced by PEI organic 
potatoes include a large chunk of Whole Foods 
DC’s, and Costco.



PEI potatoes have competitively low unit costs. 

● An academic study estimates the average cost 
to produce one lb. of PEI organic potatoes to be 
$.17 USD per pound.  

● While this is slightly higher than Washington 
State, shipping costs to NYC from PEI are only 
about $.04 per lb., compared to $.16 from 
Washington State.



Montreal terminal market has the lowest prices 
of any of the organic potato “hubs”
● Montreal is a gateway for PEI 

organic potatoes.
● Organic potatoes from PEI 

and Quebec are trading for an 
average price of $.41 per lb. at 
the Montreal terminal market. 

● In particular, potatoes from 
PEI traded for an average of 
$.33 per lb. on average. 



Canadian organic potato prices are more adversely 
affected by the exchange rate than they are by shipping 
costs

At exchange rate:

Cost per lb. to land a 
FTL of  organic 
potatoes from Montreal 
in: 81% 85% 90% 95% 100%

Boston $0.43 $0.45 $0.47 $0.50 $0.53

New York $0.44 $0.46 $0.49 $0.51 $0.54

Philadelphia $0.44 $0.46 $0.49 $0.52 $0.55

Baltimore $0.45 $0.47 $0.50 $0.52 $0.55



PEI potatoes also have the perception of being 
consistent in grading quality and availability

● Several distributors noted that they often 
purchased PEI organic potatoes because they 
perceive them to have more consistent 
availability and grading.

● Most organic potatoes from PEI “flow” through 
one of three packing houses - this provides a 
high level of consistency.



Maine is the last Northeast state “left standing” 
. . .



Maine can be competitive in the NE market
It costs a grower $.10-$.12 per lb. to grow and harvest organic potatoes . . .  

Enterprise Budget - Field Potato 
Production Organic Russet Potatoes Organic Red/Yellow Potatoes

Qty. per 
acre $ per acre $ per lb. Qty. per acre $ per acre $ per lb.

Average Price Received $0.18 $0.20
Total Gross Field Yields 22500 $4,050.00 18000 $3,600.00
Total Variable Costs $1,748.44 $0.08 $1,748.44 $0.10
Gross Profit $2,301.56 $0.10 $1,851.56 $0.10
Gross Margin 56.83% 51.43%
Total Fixed Costs $436.70 $0.02 $436.70 $0.02
Total Costs $2,185.14 $0.10 $2,185.14 $0.12
Net Profit $1,864.86 $0.08 $1,414.86 $0.08
Net Margin 46.05% 39.30%



Maine can be competitive in the NE market
… then about $.10 per lb.  to pack them . . . .

Enterprise Budget - Packing House
Organic 
Russets

Organic 
Reds/Yellows

Total Direct Labor $0.01 $0.01
Total Packaging Costs $0.08 $0.08

Fixed Costs
Total Equipment Depreciation Costs $0.0036 $0.0036
Total Other Overhead Costs $0.0049 $0.0049
Farmer Ownership Profit Goals $0.0060 $0.0060
Total Packing House Costs $0.1046 $0.1046



Maine can be competitive in the NE market
… for a total cost of about $.20 - $.23 per lb.  . . . .

Russets Reds/Yellows

Variable -Field $0.08 $0.10

Variable - Pack house $0.09 $0.09

Total Variable $0.17 $0.19
Fixed - Field $0.02 $0.02

Fixed -pack house $0.0145 $0.0145

Total Fixed $0.03 $0.04
Total $0.20 $0.23



6. Market Forecast

?



Production of organic potatoes will continue to increase until the price 
received by a large potato grower provides a comparable net margin to 
that of conventional production. 

Until . . .

Organic=Conventional



● It appears that this “threshhold” price received for organics would be 
$.126 per lb. for Washington growers, and $.24 per lb. for PEI growers.

● With trucking costs added in, this puts the price to ship an organic potato 
from Washington or PEI to New York City at about $.28 per lb.

● To compete, a Maine grower will have need to be able to tolerate prices 
in the mid-twenty cents per pound region for retail packed grade A 
potatoes, pre-freight costs. 

● For growers who sell ungraded potatoes to packing houses, this 
translates to around $.11-$.13 per lb.   



This appears to be doable, if . . .
● The supplying farms maintain a 

minimum scale of at least 300 
acres in potatoes each year 
(organic or conventional) to cover 
fixed costs.

● The supplying farms maintain or 
increase gross (pre-grading) 
yields of 22,500 lbs per acre for 
russets, 18,000 lbs per acre for 
reds/yellows 

● This may push some smaller 

growers out of the commodity 

market  

Enterprise Budget - 
Field Potato Production Organic Russet Potatoes Organic Red/Yellow Potatoes
on 400 acres, with reduced 
prices

Qty. per 
acre

$ per 
acre $ per lb.

Qty. per 
acre

$ per 
acre $ per lb.

Average Price Received $0.11 $0.13

Total Gross Field Yields 22500
$2,475.0

0 18000
$2,340.0

0

Total Variable Costs
$1,748.4

4 $0.08
$1,748.4

4 $0.10

Gross Profit $726.56 $0.03 $591.56 $0.03

Gross Margin 29.36% 25.28%

Total Fixed Costs $545.88 $0.02 $545.88 $0.03

Total Costs
$2,294.3

2 $0.10
$2,294.3

2 $0.13

Net Profit $180.68 $0.01 $45.68 $0.00

Net Margin 7.30% 1.95%



Lowering organic potato prices to about 35% above conventional (about 
$.80-$.85 per lb.) could increase overall organic potato sales by 
attracting more “moderate” organic consumers.  

● If retailers reduced their prices as the grower prices went down, the 
retail price would shrink to $.80-$.85 per lb., about 35% above the price 
for conventional potatoes.  

● This is near the threshold at which more shoppers may be induced to 
switch to organic.   

● If organic enthusiasts bought 80% of their potatoes organically, and 
moderate organic shoppers bought 60% of their potatoes organically, 
overall sales in the Northeast would double to 150 million pounds 



7. Keys to Increasing Maine’s share of the 
growing market

?



1. Target Moderate organic shoppers in the  Northeastern tablestock 
market

2. Pricing needs to be competitive - prices received by farmer will 
probably drop to about $.25-$.30 per pound for bagged grade A’s.  

3. Aggregate potatoes in a small cluster of packing houses (2-3?) to 
develop consistency of grading standards and product availability.

4. Packaging needs to be strongly differentiated from conventional 
offerings, in a way that associates organic and GMO-free 
wholesomeness with Maine family farms.

5. Work with a distributor who already has established “slots” at 
Northeastern supermarket distribution centers.  

Keys to Increasing Maine’s share of the growing market



8. How Might an Increased Share of the 
potato market affect grain production?

NE retail consumption levels off at: 150,000,000 lbs.

Maine's share increases to: 12.00%

Lbs. produced in Maine: 18,000,000

Acres of potatoes required to do this: 1125

Lbs. of organic barley that would get produced: 3,510,000



Thank you!

Jed Beach
FarmSmart Business Services

jed@farmsmartmaine.com
www.farmsmartmaine.com

207-370-9238
11 Wiley Neck Road

Lincolnville, ME 04849

mailto:jed@farmsmartmaine.com
http://www.farmsmartmaine.com

