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Good morning, Mr. Chairman and Members of the Subcommittee.  I am Scott Lively, President and CEO of Dakota Beef, LLC.  

First and foremost, thank you for inviting Dakota Beef to participate in this important discussion about the future of a growing sector of the economy.  As an established participant in this dynamic industry, we are pleased to lend our assistance as you work toward the further development of sound fiscal and policy strategies.

Dakota Defined

Over the past 7 years, Dakota Beef has worked diligently to become a leading provider of U.S. produced, handled and certified 100% organic beef.  These efforts have been guided by increasing consumer demand with a focus on the development of high quality products raised on U.S. soil by local producers.  The result is that we, at Dakota Beef, are proud defenders of the organic industry as a whole and all of its vast implications for both consumer and producer.  We are dedicated to promoting the sustainability and overall well-being of our farmers, employees and the rural communities in which they live.  Dakota Beef works hard to continue to grow the organic market while striving to uphold the integrity of the organic label through stringent production and handling models.

Industry in Brief

As national policy makers and members of the D.C. political community you know, arguably better than most, that there are “numbers” and then there are “numbers.”  You can play with statistics and you can discuss margins for error but there are some things that we cannot dispute.  Dakota Beef and others within the industry would argue that you cannot ignore the significance of these numbers:
· 70% of consumers purchase organic products at least occasionally1.
· Consistent market growth over the past 10 years is close to 20% per year2.
·  Rapidly approaching a $40 billion industry2.
There are additional statistics of particular relevance that will surely be highlighted by other individuals through their testimony, but those previously mentioned suggest the importance of this industry to the larger agricultural sector of the U.S. economy. 
At Dakota Beef, of certain interest is the reported 55 percent growth rate of the organic meat category3.  Market trends suggest that we can expect the growth rate of organic meat to exceed 70 percent for 2007. Clearly the organic market is growing and changing at a rapid pace. As such, new and additional resources are needed to meet consumer demand and effectively provide a foundation for increased commerce.

On the grand scale, of the nearly 70 percent of American consumers purchasing organic products (2), they are doing so because:
· It is better for the environment (58 percent). 

· It is better for their health (54 percent).
· It is better for supporting small and local farmers (57 percent)4.
These consumer perceptions, in part, stem from the early and ongoing grassroots efforts of industry pioneers and stakeholders. For those familiar with the National Organic Program, it can be effectively argued that the National Organic Program represents one of the strongest process claims in USDA history. The Program standards, including the production and handling substances used, are verified by third party USDA accredited certifiers at least annually. The execution of this review and certification process ensures product integrity and provides the very foundation upon which consumer confidence so clearly relies.
As consumer interest continues to foster industry growth at the exceptional pace of nearly 20 percent per year2, we begin to see a transition in the distribution of organic goods. According to The North American Market for Organic Meat Products, “Organic Monitor” findings from a survey by Supermarket News showed 61 percent of consumers who purchase natural and organic foods buy them in supermarkets.
This is a significant shift from the historical purchase of organic foods at small independent retailers. This shift is presenting new supply side and distribution demands that must be met and which will require the commitment of additional USDA resources for oversight and possibly more importantly, for enforcement. 

Given the data presenting current growth and potential within the organic industry, it can be supposed that in order to uphold product integrity and maintain consumer confidence additional support must be afforded to the industry via national channels. Based upon our direct experience within the industry, we recognize three significant areas that when addressed will play a defining role in assuring the ongoing success of organic agriculture in this country:
1.
Continued and improved USDA oversight of the National Organic Program.
2. Increased organic agriculture and economic research.
3. Elevated compliance assessments and oversight, including but not limited to, unannounced inspections for imported organic agricultural products.

Continued and Improved USDA Oversight of the National Organic Program.\
Since the full implementation of the National Organic Program on October 21st, 2002 the USDA NOP staff has provided a respectable level of oversight and training. We are grateful for their dedication and expertise. However, the limited available resources for the staff threaten the future growth and success of the organic industry. As consumer interest continues to increase at such rapid pace, product demand follows. The outcome is simple - demand for organic products is exceeding supply in most cases, resulting in a greater potential for fraudulent behavior to become more prevalent. Consumer confidence in certified organic products is a direct result of organic product integrity which, in turn, is dependent upon National Organic Program oversight and enforcement. In order for USDA to coordinate their efforts with other agencies and provide sound oversight, additional funding must be allocated in the 2007 Farm Bill. Significant outreach and education has occurred in the organic industry to prepare for continued market growth. Much of this has been initiated and funded by industry stakeholders. In order to maintain a healthy market; one in which consumers, farmers and potential stakeholders are confident, the organic industry must have an elevated financial and resource commitment from Congress and the USDA. 

Increased Organic Agriculture and Economic Research
As organic products enter mainstream retail venues, new consumers are beginning to purchase more organic products thus creating additional product and supply side demands. This promising reality presents ongoing challenges for organic agriculture and economic research.  American farmers noting these market opportunities are in need of consistent and thorough resources regarding the requirements of National Organic Program production. 
Land grant universities are just beginning to enter the organic research arena. Organic production and handling educational opportunities, while improving, currently fall far short of keeping pace with market growth and future farmer interest. Additional funding is critical to ensure that land grant institutions and other organizations further existing research and have an opportunity for future research, education and outreach.

Elevated Compliance, Assessments and Oversight, Including, but Not Limited to, Unannounced Inspections for Imported Organic Agricultural Products
We live and work in a global marketplace. Consequently, the organic industry is rapidly expanding its presence in the international marketplace. Consumers and farmers alike are concerned with regard to those organic agricultural products that are currently sourced from other developed and developing countries in order to meet U.S. consumer demand. In fact, some stakeholders have been forced to incur additional costs to accurately and comprehensively verify that their organic ingredients and/or finished products meet the requirements of the National Organic Program. This disrupts trade, unnecessarily burdens stakeholders and inflicts doubt on consumers. Additional resources and funding must be made available to rectify this unfortunate reality.

A Future Defined in Part by the Past

As an organic industry stakeholder we are constantly seeking the means to ensure a sound future for the organic industry. We are not alone. Others, including the Organic Trade Association, have put pen to paper and determined proper funding levels for the dynamic organic industry. We understand the total amount of funding requested to be near $150 million. Recognizing the level of commitment and effort necessary to ensure sound strategies and efficient use of funds, we support this funding request. 

The pioneers of the organic industry have, in many cases, dedicated their lives to the development of a sound national standard. The continued oversight and enforcement of this strong national standard is paramount. The 101st Congress worked diligently to complete the Organic Foods Production Act of 1990 (OFPA); the statute which enabled the implementation of the National Organic Program Regulation. The OFPA states three purposes:

1. To establish national standards governing the marketing of certain agricultural products as organically produced.
2. To assure consumers that organically produced products meet a consistent standard.
3. To facilitate interstate commerce in fresh and processed food that is organically produced5.

A purpose of OFPA is “assuring consumers that organically produced products meet a consistent standard.”  This purpose is perhaps even more important in today’s global organic marketplace than ever before.  We respectfully suggest that you employ this creed as you seek to safely facilitate the answer derived from a most appropriate question: “What revolutionary changes are in store for agriculture in the foreseeable future? We will likely see continued specialization and growth in the areas of sustainable agriculture, organic farming, niche farming, and direct marketing6.”
Closing Remarks

Once again, thank you for the opportunity to be a part of this very important public process. We look forward to working with you as you continue to determine the means by which to support the organic industry.  Your work sends a clear message to the organic farmers, their families and their communities as we all strive to provide sound and truthful choices for organic consumers. Should you desire Dakota Beef to serve as an ongoing participant in this important dialogue, we can provide additional resources and time.
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