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AGRICULTURAL MARKETING SERVICE

ose Statement

The mission of the Agricultural Marketing Service (AMS) is to facilitate the strategic marketing of
agricultural products in domestic and international markets, while ensuring fair trade practices and
promoting a competitive and efficient marketplace, to benefit producers, traders, and consumers of U.S.
food and fiber products. This mission encompasses a wide range of programs that are classified under the
Agency’s two strategic goals: 1) facilitate strategic marketing of U.S. agricultural products, and 2) ensure
fair and competitive agricultural marketing. AMS programs promote a strategic marketing perspective that
adapts product and marketing decisions to consumer demands, changing domestic and international
marketing practices and new technology.

AMS carries out a wide range of program activities that facilitate marketing for U.S. agricultural
production under the authorization of the Agricultural Marketing Act of 1946 as well as over 50 other
statutes. Over two-thirds of the funds needed to finance AMS activities are derived from voluntary user
fees. AMS provides services for private industry, State and Federal agencies on a reimbursable basis, in
connection with commodity and other grading programs.

1.

Market News Service:
The Market News program is authorized by the following statues:

Agricultural and Food Act of 1981 (as amended by the Food Security Act of 1985)
Agricultural Marketing Act of 1946

Cotton Statistics and Estimates Act of 1927

Livestock Mandatory Reporting Act of 1999

Peanut Statistics Act

Naval Stores Act

Tobacco Inspection Act of 1935

U.S. Cotton Futures Act

The Market News service makes reports available to the public and is funded by appropriations.
AMS collects, analyzes and disseminates market information and data for numerous agricultural
commodities, including: 1) cotton and cottonseed; 2) dairy products; 3) fruits, vegetables and
ornamentals; 4) livestock, meat, grains and wool; 5) poultry and eggs; and 6) tobacco. Market
information covers local, regional, national and international markets and includes current data on
supply, movement, contractual agreements, inventories, and prices for all agricultural commodities.
This program contributes to AMS strategic goal one by providing producers and marketers of farm
products and related industries timely, accurate and unbiased market information. Utilizing market
news information assists in making critical decisions of where, when and at what price to sell on a
daily basis.

AMS conducts global market reporting to help U.S. agriculture to open and expand export marketing
opportunities in foreign markets by providing uniform access to a centralized, consistent, public
source of timely information on international prices, trade volumes and other relevant data on
production areas or shipping points in competitor countries.

Federal and State reporters obtain market information at trading points, by telephone or by electronic
submission. AMS experts analyze and immediately disseminate compiled market information to the
agricultural community, academia and other interested parties using data networks, automatic
telephone devices, facsimile machines, printed reports, radio and television, e-mail and newspaper
columns. National information is integrated with local information and released in a user friendly
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format. AMS commodity standards are used as the basis for reporting commodity quality, packaging,
etc. Fees are collected for postage/printing/handling costs associated with printed and faxed report
subscriptions. However, advances in electronic dissemination of information have overtaken demand
for printed reports. AMS provides free e-mail subscriptions for all internet-released market news
reports.

Shell Egg Surveillance, Standardization, Grading, and Plant Variety Protection:

These programs are authorized by the following statutes:

Agricultural Marketing Act of 1946
Cotton Statistics and Estimates Act of 1927
Egg Products Inspection Act

Farm Security and Rural Investment Act of 2002
Naval Stores Act

Plant Variety Protection Act

Tobacco Inspection Act of 1935

Tobacco Statistics Act

U.S. Cotton Futures Act

United States Cotton Standards Act

Wool Standards Act

To ensure that cracked, leaking, or other types of loss eggs are diverted from table egg consumption,
the Shell Egg Surveillance Program ensures that marketed eggs have a quality level of at least U.S.
Consumer Grade B. The development of U.S. grade standards and grading activities facilitate the
domestic and international marketing of agricultural commodities. The Plant Variety Protection
Program encourages the development of novel varieties of sexually (seed) reproduced or tuber
propagated plants by providing intellectual property rights protection to developers.

a.  Shell Egg Surveillance: In cooperation with the State departments of agriculture, shell egg
handling operations are inspected at least four times yearly and hatcheries are inspected at least
once yearly to control the disposition of certain types of under grade and restricted eggs. This
program ensures accomplishment of AMS goal two by diverting to egg breaking plants; eggs
that are not at least U.S. Consumer Grade B, and which cannot be sold in shell form. This
program also ensures that all eggs marketed to consumers are held and shipped at appropriate
temperatures to reduce the incidence of food borne illnesses. The Shell Egg Surveillance
program is funded by appropriations.

b. Standards Development: AMS develops, reviews, and maintains agricultural commodity
standards that describe product quality attributes such as taste, color, texture, yield, weight, and
physical condition for use in the trading of agricultural commodities. These standards provide a
common language for buyers and sellers of commodities both here and abroad for use in
marketing. AMS standards constitute the basis for market reporting and are used in grading
cotton, milk and dairy products, eggs, fruits, livestock and meat, nuts, tobacco, poultry and
vegetables. The standards development program is funded by appropriations.

AMS provides agricultural marketing expertise for international standards-setting and other
marketing activities related to agricultural exports. Beginning in FY 2002, AMS increased its
participation in the development of international standards to better assist in representing the
interests of the agricultural industry. This program contributes to AMS goal one by helping to
ensure that U.S. agriculture remains competitive in foreign markets, increases its market share
and develops sustainable levels of exports.



16-3

Grading: The grading process involves the application or verification of quality standards of
agricultural commodities. AMS provides grading and certification services on agricultural
commodities for which developed standards are available. In addition, AMS provides
acceptance and condition inspection services for all agricultural commodities upon request.
AMS certification services provide assurance to buyers that the products they receive are the
quantity and quality specified in their contract with the seller. This contributes to AMS goal one
because these services facilitate marketing by permitting purchasers to buy commodities without
having to personally inspect them and by providing an impartial evaluation of the quality of
products prior to their sale. AMS certificates can be used as evidence of quality and condition
in a court of law to settle commercial disputes. Production and quality control system audits are
offered by AMS that reduce costs and assist the industry in making various marketing claims
about their products. Grading, certification, and auditing activities are performed by Federal
employees and Federally-supervised State employees. Grading fees fund the cost of this
program.

Plant Variety Protection Program: This program is authorized by the Plant Variety Protection
Act and is fully funded by user fees for certificates of protection. This program supports AMS
goal one because the Act encourages the development of novel varieties of sexually reproduced
or tuber propagated plants by providing intellectual property rights protection to the developer.
The program assures developers exclusive rights to sell, reproduce, import, or export such
varieties, or use them in the production of hybrids or different varieties, for a period of 20 years

for most species and 25 years for woody plants.

Market Protection and Promotion Programs:

AMS administers programs under several laws that authorize the collection of pesticide application
and residue information to ensure proper marketing practices, stimulate innovative and improved
commodity marketing, and provide assistance to industry-sponsored activities.

In the administration of market protection and promotion activities, the Agricultural Marketing
Service operates under the following authorities:

Agricultural Marketing Act of 1946

Beef Promotion and Research Act of 1985

Capper-Volstead Act

Cotton Research and Promotion Act

Commodity Promotion, Research, and Information Act of 1996
Dairy Production Stabilization Act of 1983

Egg Research and Consumer Information Act

Export Apple Act

Export Grape and Plum Act

Farm Security and Rural Investment Act of 2002

Federal Seed Act

Fluid Milk Promotion Act of 1990

Food, Agriculture, Conservation and Trade (FACT) Act of 1990
Food Quality Protection Act of 1996

Hass Avocado Promotion, Research, and Information Act of 2000
Honey Research, Promotion and Consumer Information Act
Mushroom Promotion, Research and Consumer Information Act of 1990
Organic Foods Production Act of 1990

Peanut Promotion, Research and Information Order

Popcom Promotion, Research, and Consumer Information Act
Potato Research and Promotion Act

Pork Promotion, Research and Consumer Information Act of 1985
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Soybean Promotion, Research and Consumer Information Act
Specialty Crops Competitiveness Act of 2004
Watermelon Research and Promotion Act

a.

Pesticide Data Program: The Pesticide Data Program (PDP), authorized the Agricultural
Marketing Act of 1946 and the 1996 Food Quality Protection Act, develops and communicates
comprehensive, statistically-reliable information on pesticide residues in food to improve
Government dietary risk assessment procedures. This program supports AMS goal one by
providing data on a continual basis to the EPA for use in the pesticide registration process come
and to other Federal and State agencies for use in determining policies intended to safeguard
public health. PDP's standard operating procedures parallel EPA's Good Laboratory Practice
guidelines to ensure integrity and the high degree of quality required for dietary risk assessment
procedures. Information on significant findings is reported to the FDA. This program is a
cooperative effort with State agencies and is funded by appropriations.

Microbiological Data Program (MDP): The Microbiological Data Program (MDP) was initiated
in 2001 for the purpose of collecting data regarding the prevalence of food-borne pathogens on
domestic and imported produce. A PART review of the MDP Program was revised during the
2007 budget process and indicated that it is difficult to determine to what extent the data is used
to support risk assessments. Furthermore, consistent with a Congressional directive, sample
origin data is not collected. This limits the use of the data in epidemiological investigations
aimed at determining the source of outbreaks of food bome illness. In response to these
findings and the need to limit Federal spending, the program is proposed for termination in
2008.

National Organic Standards Program: This program is authorized by the Organic Foods
Production Act of 1990. The Act requires AMS to develop and maintain national standards
governing the production and handling of agricultural products labeled organic. The national
organic standards are based on recommendations of the 15-member National Organic Standards
Board (NOSB) who are appointed by the Secretary. AMS provides support to the Board,
reviews materials for the national list of allowed materials, and coordinates the enforcement and
appeals process. Program administration is funded by appropriations.

The legislation also requires that agricultural products labeled as organic originate from farms or
handling operations certified by a State or private accredited by USDA. AMS accredits State
and private certifying programs to ensure their compliance with national organic standards. The
nationwide program supports AMS goal one by certifying that the production of organically
produced food products meets national standards. Organic accreditation services are funded by
fees paid by the applicants.

Federal Seed Program: The Federal Seed program is authorized by the Federal Seed Act and
funded by appropriations. The Act regulates agricultural and vegetable seed moving in
interstate commerce. The program supports AMS goal two by prohibiting false labeling and
advertising of seed as well as the shipment of prohibited noxious-weed seed into a State. About
500 State seed inspectors are authorized to inspect seed subject to the Act. Seed samples are
routinely drawn by State seed inspectors to monitor seed sold commercially. Should an
inspection reveal infractions of the Act, a violation may be referred to AMS by the cooperating
State agency. Based on the results of its tests and investigations, AMS attempts
administratively to resolve each case. For cases that cannot be resolved, AMS initiates
appropriate legal action. Intrastate infractions are subject to State laws. Under the Agricultural
Marketing Act, AMS also tests voluntarily submitted seed upon request. These voluntary
testing services are provided on a fee basis.
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Pesticide Recordkeeping Program: The pesticide recordkeeping program is authorized by the
Food, Agriculture, Conservation and Trade Act of 1990. This program established Federal
regulations requiring certified applicators to maintain records of Federally-restricted use
pesticide applications. AMS provides private certified pesticide applicators with educational
tools to assist them in maintaining the necessary restricted use pesticide records, and conducts
compliance activities to ensure that these Federal pesticide recordkeeping regulations are being
followed. AMS has agreements with Federal, State, tribal, and U.S. territory agencies to
monitor certified private applicators’ restricted use pesticide records through on-site inspections.
States are given the option to administer the program and AMS monitors compliance in those
States that choose not to conduct inspections. The pesticide recordkeeping program is funded
by appropriations.

The Act also requires that USDA--the National Agricultural Statistics Service (NASS)--and the
Environmental Protection Agency (EPA) survey the records annually to determine agricultural
and non-agricultural pesticide usage, and to provide a database on the use of restricted
pesticides. A Memorandum of Understanding signed by the AMS, NASS, and EPA identifies
the responsibilities and roles of each agency pertaining to record surveys and reporting on
restricted pesticide usage. This program supports AMS goal two because the accuracy of
restricted use pesticide data is enhanced by good recordkeeping practices by certified
applicators. AMS uses information obtained during NASS pesticide-usage surveys as one
indicator of the degree of compliance with recordkeeping requirements.

Country of Origin Labeling: Country of Origin Labeling (COOL) requirements for fish and
shell fish became mandatory during FY 2005. The FY 2006 Appropriations Act delayed
implementation of mandatory COOL for all other covered commodities (which include ground
and muscle cuts of beef, pork, and lamb; fresh and frozen fruits and vegetables; and peanuts)
until FY 2008.

This program ensures that the public receives credible and accurate information on the country
of origin of the covered commodities they purchase. Under the COOL Act, retailers are
required to notify their customers of the country of origin of covered commodities. In addition
to providing country of origin information, retailers of fish and shellfish must also provide their
customers with the method of production (wild or farm-raised). In FY 2006, AMS established
an audit-based retail compliance program for fish and shellfish. The compliance program will
incorporate the remaining covered commodities when mandatory requirements begin on
September 30, 2008. A primary component of the Federal enforcement program will be
surveillance activities by State governments. AMS entered into cooperative agreements with 14
States and provided sufficient funds to cooperating State agencies to conduct surveillance
activities. The program trained and educated Federal and State employees on their enforcement
responsibilities; how to analyze and respond to formal complaints; conduct routine surveillance
audits; and conduct educational and outreach activities with interested parties. To ensure that
consumers are provided credible information while not overburdening State agencies, random
audits of five percent of designated retailers, or an estimated total of 1,860 audits, will be
conducted each year.

The Commodity Research and Promotion Acts: AMS provides oversight and direction to many
industry-funded and managed commodity research and promotion programs. The various
research and promotion acts authorize the collection of an assessment from various segments of
the marketing chain. The program supports AMS goal one because the assessment funds are
used to broaden and enhance national and international markets for various commodities.
Producer assessments are most common; however, some programs assess processors, feeders,
packers, handlers, importers, exporters, or other entities. These assessments are used to carry
out research and promotional activities for avocados, beef, blueberries, cotton, milk and dairy
products, fluid milk, eggs and egg products, honey, lamb, mangos, mushrooms, peanuts,
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popcom, pork, potatoes, soybeans, and watermelons. AMS reviews and approves the budgets
and projects proposed by the research and promotion boards to ensure that proposals comply
with the Order and the Act. Each research and promotion activity reimburses AMS for the cost
of implementing and overseeing its program.

Wholesale, Farmers and Alternative Market Development:

This program is authorized under the Agricultural Marketing Act of 1946 and Farmer to Consumer
Direct Marketing Act of 1976, and is funded by appropriations. This program supports AMS goal
one by providing technical advice and assistance to States and municipalities that are interested in
creating or upgrading wholesale market facilities, auction and collection markets, and retail farmers
markets. AMS also conducts feasibility studies in cooperation with the private sector, non-profit
organizations, and other government agencies to evaluate and suggest more efficient ways to handle
and market agricultural commodities. AMS researches changes in the marketplace to assist States,
localities, market managers/operators, and growers in making strategic decisions for future business
development.

Transportation Services:

Transportation services activities are authorized under the following statutes:

Agricultural Marketing Act of 1946

Agricultural Adjustment Act of 1938

Agricultural Trade and Assistance Act of 1954

Rural Development Act of 1972

International Carriage of Perishable Foodstuffs Act of 1982

AMS monitors the agricultural transportation system (inland waterways, rail, truck, ocean bulk, and
ocean containerized) and conducts market analyses that help support decisions regarding the
transportation of agricultural products domestically and internationally. AMS also provides
information and technical assistance to shippers and carriers, and participates in transportation
regulatory actions before various Federal agencies. In addition, AMS provides economic analyses
and recommends improvements to domestic and international agricultural transportation.
Transportation services activities are funded through appropriations.

Payments to States and Possessions:

The Payment to States Program is more commonly known as the Federal-State Marketing
Improvement Program (FSMIP). It is authorized by the Agricultural Marketing Act of 1946 and is
funded by appropriations. This program supports AMS goal one by providing funds to State
marketing agencies to: identify and test-market farm commodities; determine methods of providing
more reliable market information; and develop better post-harvest and packaging methods. This
program has made possible many types of projects, such as electronic marketing and agricultural
product diversification. Current projects are focused on the improvement of marketing efficiency and
effectiveness, and seeking new outlets for food and agricultural commodities and processed products.
The law grants USDA the authority to establish cooperative agreements with State departments of
agriculture or similar State agencies to improve the efficiency of the agricultural marketing chain.
The States perform the work or contract with others, and must contribute at least one-half of the cost
of the projects.

Perishable Agricultural Commodities Act:

This program is authorized by the Perishable Agricultural Commodities Act (PACA) and the Produce
Agency Act (PAA), and is fully funded by license fees. This program supports AMS goal two since
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these Acts are designed to: (1) protect producers, shippers, distributors and retailers from loss due to
unfair and fraudulent practices in the marketing of perishable agricultural commodities; and (2)
prevent the unwarranted destruction or dumping of farm products. Commission merchants, dealers,
and brokers handling fresh and frozen fruits and vegetables in interstate and foreign commerce must
obtain a PACA license and must abide by the fair trading practices established by the PACA.

Traders found to have committed unfair trade practices face license suspension or revocation and may
be required to post surety bonds before resuming operations. To increase protection and avert
financial losses to growers and licensed firms, the PACA was amended in 1984 to create a statutory
trust. Sellers of fruits and vegetables who have not been paid are secured under this legislation until
full payment is made.

Complaints of violations are investigated and resolved through: (1) informal agreement between the
two parties; (2) formal decisions involving payments to injured parties; (3) suspension or revocation
of license; and (4) publication of the facts. Any interested party or group may request AMS
assistance in settling disputes under the PACA.

Strengthening Agricultural Markets and Producer Income (Section 32):

Under Section 32 of the Act of August 24, 1935, (7 U.S.C. 612c) an appropriation equal to 30 percent
of gross customs receipts collected during each preceding calendar year and unused balances up to
$500 million are available for encouraging the domestic consumption or exportation of agricultural
commodities. An amount equal to 30 percent of receipts collected on fishery products is transferred
to the Department of Commerce’s National Marine Fisheries Service.

a. Commodity Purchases and Diversions: Pursuant to Section 32, AMS purchases domestic non-
price supported commodities such as meats and fish, fruits and vegetables, and poultry and egg
products, in order to stabilize market conditions, supports AMS goal one; and to supply
commodities as part of the entitlement under the National School Lunch Program. The
commodities purchased by AMS are distributed by the Food and Nutrition Service (FNS)
through its nutrition assistance programs to schools and other outlets. AMS also provides
purchasing services to FNS to supply food to recipients in nutrition assistance programs
authorized by Congress. AMS is reimbursed by FNS for the administrative costs associated
with purchases made for FNS Federal nutrition assistance. Diversion payments are authorized
by clause 2 of Section 32 of the Act of August 24, 1935. This legislation authorizes the
Secretary of Agriculture to encourage the domestic consumption of agricultural commodities or
products by diverting them, by payment of benefits or indemnities or by other means, from the
normal channels of trade and commerce. The diversion program under Section 32 also supports
AMS goal one by providing support to markets that are experiencing adverse economic
conditions.

b.  Federal Food Specifications: AMS develops, coordinates, and approves Federal food product
descriptions and establishes quality assurance policies and procedures for the procurement of
food by USDA, the Department of Defense, the Indian Health Service, the National Institutes of
Health, the Bureau of Prisons, and the Department of Veterans Affairs. This program supports
AMS goal one by updating and streamlining Federal food specifications to improve the cost
efficiency of Federal food purchasing by using commercial item descriptions whenever
possible. For purchases of meat items, the Department of Defense and other agencies use
Institutional Meat Purchase Standards (IMPS).

c.  Marketing Agreements and Orders: The Marketing Agreements and Orders Program is
authorized by the Agricultural Marketing Agreement Act of 1937. Marketing orders support
AMS goal two because they are designed to stabilize market conditions and to improve the
returns for fluid milk and fruit and vegetable producers. Stabilized market conditions are
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accomplished by: (1) establishing minimum prices which handlers pay to dairy producers; (2)
regulating the quality and quantity of fruits and vegetables sold in commercial channels; and (3)
providing for market development and promotion including paid advertising.

The orders are requested by producers and handlers. Evaluations and hearings on proposed
marketing orders are conducted by AMS. Proposed orders are subject to approval by producers
of the regulated commodity. Once approved, the Secretary issues the marketing order and sets
the effective date of the marketing order. An order can be terminated when a majority of
producers favor its termination or when the Secretary determines that the order no longer serves
its intended purpose.

Section 32 funds authorized under 7 U.S.C. 612c are used by AMS for administering the
Marketing Agreements and Orders Program at the national level, public hearings, and referenda
to determine producer sentiment concerning new programs and proposed revisions of marketing
orders already in effect. Administration at the local level is financed through handler
assessments. : .

AMS headquarters is located in Washington, D.C. The agency has 149 consolidated year-round and
seasonal field offices. AMS’ peak employment period occurs during four months from September through
December, due to the seasonal nature of cotton, tobacco, and a variety of fruit and vegetable grading
programs. Employment during the peak period averaged 4,604 during fiscal year 2006. As of September
30, 2006, AMS had 4,091 employees, of whom 2,512 were permanent full-time and 1,579 were other than
permanent full-time employees. Of the 3,521 employees assigned to field office locations, 1,959 were
permanent full-time and 1,562 were other-than permanent full-time employees.

GAO Evaluations:

Livestock Market Reporting: USDA Has Taken Some Steps To Ensure Quality, But Additional Efforts
Are Needed (GAO-06-202). This study examines the Livestock Mandatory Reporting Act and USDA’s
efforts to ensure the quality of its livestock market news reports. In addition, it examines the coordination
between AMS and GIPSA to encourage competition in livestock markets. AMS and GIPSA are
implementing the recommendations made in this report.

OIG Reviews:

National Organic Program Review (01001-02-Hy). This audit was undertaken to identify and evaluate
AMS’ controls over the National Organic Program (NOP). In the audit report, OIG identified opportunities
for improving controls over the NOP. AMS has taken the steps to implement the necessary
recommendations.

AMS Management Controls to Ensure Compliance with Purchase Specification Requirements for Ground
Beef (01099-31-Hy). This audit evaluated whether or not AMS had adequate management controls to
ensure that ground beef products purchased by AMS were in accordance with the Technical Requirements
Schedule-Ground Beef-2003. AMS implemented all actions necessary to address the recommendations and
the actions implemented were approved as documented on a transmittal dated November 15, 2006.
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AGRICULTURAL MARKETING SERVICE

Statement of Available Funds and Staff-Years

2006 Actual and Estimated 2007 and 2008
2006 2007 2008
Item __Actual Estimated Estimated
Staff Staff Staff
Amount Years Amount Years Amount Years
Agricultural Marketing Service
Marketing Services $73,661,740 450 $74,622,000 450 $74,988,000 454
P; to States and P 3,808,530 -- 1,334,000 -- 1,334,000 --
Specialty Crop Grants o/ 1,793 -- 6,928,207 - - .
77,472,063 450 82,884,207 450 76,322,000 454
Obligations under other USDA appropriations:
Food & Nutrition Service for dity p SETVICES .......ccocoimnenienn. 860,000 8 881,000 8 881,000 8
Total, Agriculture Appropriations ..................cccccoeeiiieneeaiennne. 78,332,063 458 83,765,207 458 77,203,000 462
Permanent Appropriations:
Funds for Strengthening Markets, Income, and Supply (Sec. 32) .. 6,481,777,400 m 7,029,269,059 111 7,572,010,000 111
Transfer from CCC . -- -- -- -- -- --
Deduct Rescission ..................cc.... -37,601,000 -- -- -65,452,000 --
Unobligated balance available, start of year 286,159,865 - 146,760,123 -- 300,000,000 --
Deduct transfers out ............................... 5266905400  --  -5813,890,059 -~ 6,387,475,000 -
-146,760,123 - - -300,000,000 -- -300,000,000 - -
1,316,670,742 m 1,062,139,123 111 1,119,083,000 1
Perishable Agricultural Commodities Act Fund: . 9,998,842 82 9,7<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>