












ORGANIC FARM PERFORMANCE IN MINNESOTA 

2007 

By Dale Nordquist, Ron Dvergsten, and Meg Moynihan1 

This report summarizes the individual farm financial results for participants in the Minnesota Organic Farm Business 
Management Project for 2007 with comparisons to 2006 performance. Whole farm information and enterprise costs 
and returns are reported. The year-end analysis of the individual farms was completed by Minnesota Farm Business 
Management Education Program instructors or by Minnesota Farm Management Associations. A total of 65 farms 
participated in the program for 2007, down slightly from 71 in 2006. Of those, 45 were "total organic," meaning that 
all of the agricultural products produced on the farm were produced under organic certification, and 20 were "partial 
organic," having both certified organic and non-organic production:-' 
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WHOLE FARM RESULTS 
------------------------------------------ -- --

All Farms 

Participating organic farms were, on average, much 
more profitable in 2007 than the previous year. Table 1 
compares 2007 financial results to 2006 for all participating 
(total and partial) organic farms. These farms ranged 
from totally certified organic producers to those who 
may produce conventional commodities with one or two 
organic products. For 2007, the median net farm income 
was $64,437 compared to $35,383 in 2006. Net farm 
income is reported on the accrual adjusted basis (adjusted 
for inventory changes) and includes depreciation expense 
based on the economic life of capital assets. Average net 
farm income was much higher than the median income, at 
$105,757, indicating that the most profitable farms were so 
profitable that they increased the average for all farms. 

The average organic farm earned a rate of return on assets 
(ROA) of 13.3% with assets valued at adjusted cost basis2, 
up from 6.5% in 2006. (Return on assets provides an 
indication of how profitable the farm is relative to its 
total assets. It is also sometimes known as "return on 
investment.") With that improved profitability, liquidity 
also improved. (Liquidity is a measure of the farm's 
ability to generate sufficient cash flow to pay for all farm 
expenses.) The average farm's current ratio improved from 
1.57: 1 to 1.86: 1. Current ratio measures extent to which 
current farm assets, if sold tomorrow, would pay off current 
farm liabilities. In this case, there are $1.86 of current 
assets per $1.00 of current debt. The group as a whole 

had relatively high levels of liquidity with working capital 
(current assets minus current debt) held at the end of the 
year equal to 34% of a year's income. Repayment capacity 
was also much improved, as the average term debt coverage 
ratio increased from 140% to 237% ($2.37 available to
repay $1.00 of scheduled repayment). The average farm's 
net worth increased by $103,163 during 2007. 

Totally Organic Farms 

These 45 farms produced and sold only certified organic 
products during 2007 (Table 2). Their median net 
farm income was $58,886 compared to $31,489 in 
2006. Average net farm income was $90,007 on sales of 
$243,284. The average farm earned an ROA of 13.3% 
(with assets valued at adjusted cost basis) and a rate of 
return on equity (ROE) of 20.1 %. The fact that the ROE 
exceeded ROA indicates that borrowed capital earned more 
than the average interest rate paid. 

The total organic farms group also had relatively high 
levels of liquidity, with a current ratio of 1.98: 1 and 
working capital equal to 35% of gross income at year end. 
Their term debt coverage ratio increased from a relatively 
marginal rate of 127% in 2006 to 239% in 2007. (Term 
debt coverage ratio measures the farm's ability to cover all 
term debt and capital lease payments. The greater the ratio, 
the greater the margin to meet all term debt and capital lease 
payments.) On average, these farms improved their net 
worth by $95,765 during the year (assets valued at estimated 
market value). 

1Nordq11ist is Extension Economist- Center For Farm Financial Management, University of Minnesota, Twin Cities; Dvergsten is Dean of Management
Ed11cation, Northland Comm11nity and Technical College, Thief River Falls, MN; Moy11iha11 is Organic and Diversification Specialist, Minnesota 
Department of Agricult11re. 
1 For profitability analysis, capital assets were valued at adj11sted cost basis - their original p11rchase price less economic depreciation based 011 the 1tse.fitl life of 5
the asset. For balance sheet and other solvency meas11res, assets were valued at their estimated market value. 
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