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●     Question and Answer 

●     Funds to be allocated 

3.5 MILLION ACRES OFFERED DURING 20TH CRP SIGNUP - breakdown by state  

USDA ANNOUNCES DAIRY MARKET LOSS PAYMENT RATE 

General 

Producer interest in value-added cropping alternatives has increased over the past few years. Lately, the 
issue over producing non-transgenic (non-biotech) crops with the possibility of a premium has surfaced. 
Missouri grain/oilseed producers face difficult decisions on whether to undertake in a value-added 
contracting opportunity for premiums or whether to speculate and grow a crop that may garner a 
premium in fall 2000. One of the management factors a producers must consider is the cost of 
segregating grain/oilseed. The USDA has recently published estimates of segregating high-oil corn, STS 
soybeans, non-biotech corn, and non-biotech soybeans (figure 1). Each alternative has an inherent 
segregation cost because quality must be maintained throughout the production, storage, and marketing 
stages of producing a crop. The values shown in figure 1 are upper bounds of estimated segregation 
costs. Segregation costs will differ depending on the premiums available and marketing strategies 
chosen. 

The added storage costs deal with the costs of maintaining quality and possibly not optimally using grain 
storage. If a producer has a contract for 25 acres of high-oil corn and he/she produces 3,000 bushels of 
high-oil corn that are for delivery in March, and the smallest bin a producer has is 5,000 bushel, then he/
she will have bin space that can not be utilized. The extra handling cost is associated with making sure 
no contamination occurs during planting, harvesting, and storage. Risk Management cost for STS 
soybeans and non-biotech soybeans are large because if contamination occurs the entire premium is lost 
and the soybeans are sold as commodity soybeans. Analysis/testing is the cost of insuring you have a 
product that meets the standards set forth by the purchaser. Lastly, added marketing costs occur due to 
sourcing a buyer for the production, and there may be some marketing costs of not knowing when 
exactly delivery will occur in some buyer's call contracts - the grower does not know what futures 
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contract to hedge the commodity in. 

Figure 1. Upper-bound of Costs of Segregating Value-Enhanced Grains/Oilseeds (transgenic vs. 
non-transgenic) 

  

figure 1  

  
Figure Source: USDA 
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