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Base & Yield Updating Details

Since the 2002 Farm Bill was signed into
law last May, USDA has been busy
writing the rules and regulations that
will guide implementation of the bill.
Most of these efforts have focused on
defining policy and procedures related
to base and yield updating. The Farm

in the 1998-2001 period is limited to the

lesser of

1) the difference between planted or
prevented planted acres and total
existing PFC base acres, or

2) planted or prevented planted oilseed
acres.

Table 1 presents an example illustrating how

eligible oilseed acres are calculated.

Bill initially indicated that
base and yield updating

1998 1999 2000 2001

would be completed within | Planted
180 days of enactment of | Acres

1,000 900 950 1,000

the bill. The deadline for

800 800 800 800  Avg.

300 150 100 150 175

base and vyield updating | PFC Base
decisions to be cqmpleted Soybean
has now been given as Py
April 1, 2003. Many
landowners will | Eligible
undoubtedly want to have | Soybean

the decision made before | Acres
then, since advance

200 100 100 150 138

payments on 2003 direct and 2002/03
counter-cyclical payments will  be
available this fall.

USDA Farm Service Agency (FSA) has
defined five different base updating
options:

1) keep current PFC bases;

2) add oilseeds without any PFC
offsets;

3) add oilseeds with maximum PFC
offsets;

4) update bases to reflect 1998-2001
planted and prevented planted
acres; and

5) add oilseeds with partial PFC
offsets.

Option 1 is straightforward enough.

Landowners will do nothing, keeping

their current base acres intact with no

changes. Options 2, 3, and 5 are all
variations of the choice to add oilseed
base to existing PFC bases. Under
option 2, the amount of oilseeds that
can be added to the base for each year

In this example, a total of 138 acres of
soybeans could be added to existing PFC
base acres under option 2. Under option 3,
the landowner could elect to add up to 175
acres of soybeans; however, doing so would
require that 37 acres (175 — 138) be taken
from existing PFC base. This reduction of
current base to allow the addition of more
oilseeds is referred to as a PFC offset.
Option 5 would be to add some level of
soybean acreage between the 138 acres
that can be added without offsets and the
175 acres that can be added by making the
maximum allowable offsets.

Option 4 allows landowners to update base
acres on all crops to the average of 1998-
2001 planted and prevented planted acres.
If a landowner chooses to update bases,
counter-cyclical payment vyields can be
partially updated using one of two
alternative updating methods—though the
landowner may also elect to keep existing
yields. For direct payments, yields cannot

http://www.agecon.msstate.edu/farmpolicy
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be updated regardless of the base updating option selected.
For a full description of the two yield updating methods, see
the June issue of the Perspectives newsletter.

It should also be clearly pointed out here that authority to
make base and vyield updating decisions rests entirely with
the landowner. Landowners must decide which updating
option to choose and sign off on that option with FSA. If a
farm has multiple landowners, they all must agree on an
updating option, and all must sign the appropriate FSA
forms. On a related note, existing power of attorney
agreements will no longer be in effect. Tenants must obtain
a new power of attorney in order to be able to sign any FSA
paperwork for landowners.

If a farm has multiple owners, and those owners do not
agree on an updating option, they will be allowed to
reconstitute the farm. For example, if a farm is owned by
two individuals and one wants to keep existing PFC base
acres while the other wants to update to 1998-2001
plantings, USDA will allow the two owners to reconstitute
the farm, resulting in two separate farm numbers with
individual owners. Each individual owner could then make
the updating decision independently.

USDA has recently begun to define what constitutes
acceptable production evidence for the purpose of updating
yields as well as for establishing a direct payment yield for
oilseeds. For production that has been commercially sold,
stored, or disposed of off the farm, documentation should
not be too difficult. Warehouse receipts, warehouse ledgers,
load summaries, and settlement sheets all constitute
acceptable evidence of production. This production evidence
must show the producer's name, commodity, buyer or
storage facility, transportation or delivery date, and the
quantity. For commingled records, FSA has established
procedures for allocating production among farms. Also,
despite earlier pronouncements to the contrary, recent
statements from USDA indicate that LDP records will be
acceptable documentation of production.

If a portion of production was used as seed, the producer
must provide a written statement certifying that disposition
of the production was by planting, the seeding rate, and the
number of acres seeded. The county committee will then
determine whether the quantity reported is reasonable,
whether the evidence is satisfactory, and whether it is
customary for producers in the county to use farm-raised
seed for the crop in question.

USDA has also established procedures to allow producers to
prove yield when all or some portion of production has been
fed to livestock (e.g., corn or grain sorghum fed to beef
calves). Basically, producers will have to rely on “existing
FSA records or crop insurance records that indicate the crop
was fed or was to be used for livestock feed” (“Production
Evidence Requirements for DCP Payment Yields.” Notice
DCP-27 USDA-FSA). If producers have records from FSA or

a crop insurance representative indicating that production
was fed to livestock, a yield can be established using
production records or assigned using information from
similar farms. It is critical that records exist with FSA or with
a crop insurance representative regarding the disposition of
the crop through feeding and that those records were filed
in a timely fashion. Without such ecords, it will nhot be
possible to establish a yield for the crop. It will not be
possible to revise any document after the fact to show that
production was fed.

Procedures have also been established to allow producers to
prove production on crops that have been grazed or
harvested for silage or hay. As in the case where production
has been fed, producers must have FSA or crop insurance
records indicating that the acreage in question was grazed
or harvested as a forage crop. If they do, yield can be
established or assigned for the crop. As in the case of grain
fed to livestock, it will not be possible to revise documents to
show that acreage was grazed or harvested as a forage
crop.

Additional details on acceptable production evidence is
available from USDA-FSA in Notice DCP-27, “Production
Evidence Requirements for DCP Payment Yields.” This
notice is available online at

www.fsa.usda.gov/dam/forms/prognotices.asp.
John D. Anderson 662.325.1788

Impacts of the 2002 Farm Bill on the
Produce Industry

Several provisions in the 2002 Farm Bill will affect the
produce industry. Dr. Charles Hall, Professor, Horticultural
Marketing and Management with the University of
Tennessee Agricultural Extension Service has compiled the
following summary of these provisions.

Country-Of-Origin _Labeling. The new farm bill adopts
language to lay the groundwork for two years of voluntary
guidelines to precede mandatory labeling at the retail level.
Suppliers to retail outlets will be responsible for providing
country-of-origin information and will be expected to keep
an audit trail of where the produce has been. This bill
includes meat, fruits and vegetables, fish and peanuts. It
also requires the Secretary to provide guidelines for
voluntary labeling by September 30, 2002. This program will
become mandatory in two years. For a commodity to be
labeled USA product, it must be born, raised and processed
in the United States. Commodities that are ingredients in
processed products would not fall under the labeling
requirement.

Commodity Purchases. The bill provides a minimum of $200
million per year for purchasing fruits, vegetables and other
specialty food crops. A minimum of $50 million per year of
these funds is to be spent on the Department of Defense
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Fresh Program, up from $25 million. Funds are to be used
for additional purchases of fruits and vegetables over and
above the purchases under current law. It is not intended to
interfere  with or decrease the Agricultural Marketing
Service's historical purchases of fruits and vegetables ($243
million in 2001; $232 million in 2000) or decrease or displace
any other commodity purchase. However, none of this
money may be used to purchase apples for 2002 and 2003.
The secretary may continue to purchase apples under other
existing authority.

Market Access Program. Adopts the Senate provision on re-
authorization through 2007, at these annual funding levels:
$100 million in 2002, $110 million in 2003, $125 million in
2004, $140 million in 2005, and $200 million in 2006 and
subsequent years. It established that proposals submitted by
new program participants and programs in emerging
markets should receive consideration equal to current
participants.

Value Added Market Development Grants. This program has
been expanded to meet producers' interests in start-up

farmer-owned value added processing facilities while
establishing resource centers to assist producers in value-
added endeavors. The bill increases value-added funding
from a total of $15 million to $40 million per fiscal year
through 2007. It increases participation in the program by
allowing broader standards of eligibility so agricultural
producer groups and business ventures largely owned by
producers can compete for grants designed to develop
value-added products or markets. It encourages grants to
be used to assist in the development of agricultural-based
renewable energy sources.

Technical Assistance For Specialty Crops. The bill authorizes
$2 million a year from the Commodity Credit Corporation.

The funds will provide direct assistance to remove, resolve
and/or mitigate sanitary or phyto-sanitary barriers to trade.

Fruit And Vegetable Pilot Program. This is a one-year, $6
million pilot program to make fruits and vegetables available
for free to students in 25 schools in each of four states
(Indiana, lowa, Michigan and Ohio) and students on one
Indian reservation. It also requires an evaluation of the pilot
program to determine whether students take advantage of
the free produce and whether interest increases or lessens
over time, and what effect the pilot has on vending machine
sales and sales of school meals.

Nutrition Information And Awareness Pilot Program. Adopts
the Senate provision for a pilot program to increase

domestic consumption of fresh fruits and vegetables and
convey related health messages. The program is limited to
not more than five states for a period not to exceed four
years for each participating state. The program will get $10
million per year from 2002 through 2007.

Market Loss Assistance For Apple, Onion Producers.
Provides $94 million to apple producers for the loss of
markets during the 2000 crop year. The Secretary of
Agriculture will not establish a payment limitation or an
income eligibility limitation with respect to payments made
on the payment quantity of 5 million pounds of apples
produced on the farm. The market loss language also
provides $10 million as a grant to the state of New York to
be used to support onion producers in Orange County that
have suffered losses to onion crops during one or more of
the 1996 through 2000 crop years.

Plant Protection Act. Adopts the Senate language that
amends criminal penalty provisions of the Plant Protection
Act to include felony and misdemeanor penalties. The
managers encourage the secretary to consider the need for
the post-harvest treatment of imported and domestic
agricultural products, possibly in facilities located along ports
of entry on the border between the U .S. and Mexico.

Planting Flexibility. Maintains current planting restrictions on
program crops.

WIC Farmers Market Nutrition Program. Adopts the Senate
provision making available an additional $15 million in
mandatory funding for the Women, Infants and Children
farmers market nutrition program no later than 30 days after
enactment. This emergency allocation of Commaodity Credit
Corporation funding is to meet a one-time shortage and is
not intended to set a precedent for the use of corporation
resources to support the WIC farmers market nutrition
program.

Food Stamps. Provides grants to states of up to $5 million
per year. The grants could be used to encourage
consumption of fruit and vegetables by developing a cost-
effective system for providing discounts for purchases of
fruit and vegetables make through use of electronic benefit
transfer cards.

Organic Agriculture. Includes $13.5 million for a national
organic certification cost-share program to assist producers.
Also included is $15 million dedicated to organic research
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and a provision allowing the organic industry to establish a
national voluntary generic research and promotion program.

Specialty Crop Insurance. Directs the Federal Crop
Insurance Corporation to consider expanding its contract for

research and development of a cost of production policy in
order to cover as many commodities as is practicable and
propose expanding the list of crops that can be insured,
including many produce commodities.

Methyl Bromide. Adopts language that would allow state,
local and tribal governments to petition USDA for use of
methyl bromide for the official control of pests, recognizing
economic costs and availability of suitable alternatives.

Conservation. Expands the Environmental Quality Incentives
Program, which provides funds to help growers comply with
integrated pest management practices, repel invasive
species, and preserve endangered habitat. In addition, a
new water conservation program provides cost-share
incentives and assistance for efforts to conserve ground and
surface water.

Research. Re-authorizes and expands new agricultural
research and extension programs. Increases funding for the
Initiative for Future Agriculture and Food Systems and
increases program level from $120 million a year to $200

million annually in FY2006. \Y4
Source: House Ag Committee, United Fresh Fruit & Vegetable Association
Kenneth Hood 662.325.2160

Economic Impact of Off-flavor to the U.S.
Catfish Industry

From the early years of the U.S. farm-raised catfish industry
until the present, off-flavor has been and continues to be
one of the industry's most serious problems. "Off-flavor"
has been described as a musty or earthy flavor in the fish.
It is difficult to control off-flavor in catfish because the
offending algae occur naturally and can be found in most
catfish production ponds during the summer months.
Nevertheless, off-flavor must be addressed as catfish
consumers are the ultimate judges of fish taste and base
their purchasing decisions on this basis. Consumers have
expressed a desire for catfish with a mild nutty flavor.

Consequences of off-flavor are numerous, expensive to
address, and impact catfish producers, processors, and
consumers. Additional production costs attributed to off-
flavor in the U.S. farm-raised catfish industry ranged from
$15 to $23 million dollars annually. For catfish producers,
off-flavor can delay market-sized fish harvests, increase
production costs, and disrupt cash flow. For catfish
processors, efforts to detect off-flavor are expensive and
time-consuming, and, if undetected, can result in
inconsistently flavored products going to market. This can

have negative effects on consumer confidence and purchase
frequency.

In a recent study conducted by the MSU Agricultural
Economics department, the average percent of off-flavor
occurrences at four large processing plants in the delta
region of Mississippi was estimated at 52% in 1997 and
1998 and 43% in 1999. Even higher off-flavor occurrence
rates routinely occur during summer months, when
conditions are optimal for offending algae growth.

Catfish Industry Facts

In 2001, total U.S. catfish consumption was 311
million pounds or about 1.15 pounds per capita.
Per capita consumption of all fish and shellfish was
14.8 pounds.

Catfish products consumed in 2001 had a retalil
value of $670 million. Almost half of all U.S. catfish
sales (43%) went to South Central states.

There are about 1,250 catfish producers in the U.S.
raising catfish in ponds covering 196,000 acres.
Over 90% of this acreage is in the Mid-South
(Mississippi, 56%; Arkansas, 18%, Alabama, 12%;
Louisiana, 7%).

There are around 24 catfish processors in 16 U.S.
states. In 2001, they processed around 597 million
pounds of catfish with a farm gate value of $445
million.

Processors go to great lengths and costs to insure that fish
are "on-flavor." They hire taste testers to determine if
catfish are on-flavor and harvestable or off-flavor and not
harvestable. In addition they require farmers to bring fish
samples in for flavor checks one week prior to a planned
harvest and obtain tentative approval for purchase. Fish are
again checked the day before harvest and on the day of
harvest to be certain off-flavor has not developed since the
initial check. A final sample is taken from the transport truck
upon arrival at the processing plant and before fish are
unloaded. An off-flavor result at any sampling point will
delay the harvest until further tests confirm fish are on-
flavor. Optimal processing efficiency relies on having the
required quantity of fish when needed and off-flavor can
create an uncertainty in this procurement process. Any
reduction in fish quantity arriving could idle plant processing,
resulting in higher processing costs. As processors put more
resources toward guaranteed delivery of optimal catfish
guantities, overall cost of the final product will increase and
may be passed on to middlemen and consumers. Additional
costs arise from difficulties in scheduling individual pond
harvests and the uncertainty of the daily quantity of fish
arrivals.
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Efficiency in catfish production requires timely production
and turnaround during the stocking, growing, harvesting,
and restocking phases. Typically, the shorter the grow-out
period the lower the fish mortality from disease, water
quality, birds, and other perils. While off-flavor does not
harm catfish, it becomes a production problem when
foodsize fish are ready for harvest, but cannot be harvested.
Off-flavor induced delays in harvesting -catfish cause
producers to hold fish in inventory longer, resulting in
additional feeding, labor, and other operating and fixed
costs. Cash flow to the farmer can be interrupted by
delayed harvesting and can have serious financial
consequences, such as not being able to meet short-,
intermediate-, and long-term payments. Delayed harvesting
results in delayed restocking and reduces total fish produced
over time. Additional holding of fish inventory can result in
carrying fish through additional fall and spring seasons when
pond-raised catfish are particularly

production year. Reducing the frequency of delayed
harvests due to flavor problems reduced the risk of loss and
also reduced additional holdover operational and inventory
costs. Management tools reducing this variation have
improved the prediction of production and input
requirements, and thus benefit farmers by improving cash
flow projections. Producers, lenders, processors,
distributors, and consumers ultimately benefit from a more
predictable catfish production system. Copper sulfate and
diuron, when applied according to their protocols can reduce
off-flavor occurrences and stabilize economic performance of
catfish production systems over systems using no chemical
algicides. This is illustrated in Figure 1 summarizes the
results of the NWAC study, which compared the use of
copper sulfate to control off-flavor to no off-flavor treatment
at all.

I

I

Pond receiving off-flavor treatment

Ponds receiving no off-flavor treatment

susceptible to disease outbreaks. The

producer bears the full cost of these o 4000

additional expenses caused by off- > -

flavor and delayed harvests. E 3000 H H
N

A recent National ~Warmwater ez 2000 H 1

Aquaculture Center (NWAC) study 2

reported that off-flavor resulted in an 8

average of 80 additional grow-out o 1000 1 [

days beyond an acceptable harvest- re)

sized catfish. Off-flavor  delays -g 0

ranged from 17 to 286 additional ‘>5

grow-out days. The cost of off-flavor )

to the catfish producer has been 3 -1000

estimated to be between $0.018 - -g

$0.113 per pound of catfish o -2000

produced. Considering a catfish c

production cost of $0.65 per pound, 2 3000

the additional off-flavor cost can be 3 & )

- 17% of total production costs. The 2

estimated additional production days Z -4000

caused by off-flavor was 66 days per

Note: Data and prices from 1996-1999 experiment.

pond in 1997, 63 days per pond in
1998, and 48 days per pond during
1999. In the latter year diuron was
approved for usage and may have
been a factor in reducing overall off-flavor. When
extrapolated to the state level in Mississippi level, the total
number of additional production days resulting from off-
flavor harvest delays was estimated at approximately
500,000 days per year. For 1999, their calculated cost of
off-flavor to the Mississippi catfish industry was $14.7 million
annually, or reported another way, off-flavor costs to the
producer was approximately $29.70 for each acre of catfish
production.

Although average production and net returns are often used
to evaluate catfish production systems, the results from a
NWAC study clearly showed how cash flows can vary greatly
from year-to-year and from pond-to-pond within a

Figure 1. Individual Catfish Production Pond's Average 3-year Net Return above Variable Costs from
Nine Ponds Treated with Copper Sulfate and Nine Control Ponds Receiving No Off-flavor Treatment.

Research is making progress toward reducing off-flavor in
the U.S. farm-raised catfish industry, but more needs to be
done to combat this economic problem. Researchers at the
Thad Cochran National Warmwater Aquaculture Center,
MSU-Food and Fiber Center, and USDA-ARS are pursuing
new approaches to this problem. Effective copper sulfate
and diuron treatments have been established; work is
underway to determine if off-flavor can be treated at the
processing plant rather than at the pond; and new organic-
based algicides are being investigated. Only time will tell
which measure will evolve into the industry standard of the

future. \Y4
Terry Hanson 662.325.7988
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Upcoming Events

Mississippi Rural Health Association Conference
October 10-11
Central MS Research & Extension Center Raymond, MS

Ag Market Network Monthly Meeting
October 15
Contact county extension office or MS Farm Bureau

Fall Flower & Garden Fest
October 18
Truck Crops Experiment Station— Crystal Springs, MS

Great Delta Bear Affair
October 19
Rolling Fork, MS

In Our Ne xtlIssue. ..

David Laughlin and Stan Spurlock continue their discussior
of policies and procedures related to the taxation of
agricultural land in Mississippi.

John Anderson presents a forecast of the value ol
agricultural production in Mississippi for 2002.

Ken Hood provides an overview of Mississippi’'s nursery croj
and fruit & vegetable industries.

If you would like to receive Agricultural Economi ¢ &
Policy Perspectives in electronic format, please notify

John Anderson by e-mail at anderson@agecon.msstate.edu
or by phone at 662.325.1788.




