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INSTRUCTION




	Tony Evers, PhD, State Superintendent



Direct Diversion Questions, Answers and Examples
Q. What is direct diversion?

A. Direct diversion is a processing option where school districts choose raw USDA foods and indicate the number of pounds and which processor to divert each bulk USDA food to on behalf of their agency.

E.
School A selects a processor for each of the bulk USDA foods they choose to process into finished end products (i.e. the school chooses Eggs R Us, Inc. to process whole eggs into various finished end products).

Q.
Are Direct Diversion and Commercial Distribution the same thing?

A.
No.  Commercial distribution is a delivery option that was implemented in the 2005-06 school year for those school districts choosing to have their USDA foods delivered by a commercial distributor.  Direct diversion, as described above, is a processing option that was implemented in the 2007-08 school year.  

E.
Your district may choose to have ABC Trucking deliver your USDA foods.  In addition, your school may also choose the direct diversion processing option.  In this option, your school would be selecting the processors and committing bulk USDA foods to these processors.

Q. Do I have to do direct diversion?

A. No.  The state processing program will still be available.  Annually, each district will have to select a processing option.  School districts will select their option at the time of the annual USDA food order survey, which is tentatively scheduled for January 15 to February 10, 2012.
E. Your district chooses the state processing option, which allows your school to order the seventeen core state processed products for 2012-13.  For school year 2013-14, your district can choose to participate in the direct diversion processing option.  This option allows schools to allocate bulk USDA foods to processors of their choice (i.e., bulk chicken to “Happy Cluck Co.,” bulk beef to “Mr. Burgers, Inc.,” etc.).

Q. Will the state processing program end?

A. At this time, DPI does not have plans to end the state processing program.  Annually, DPI and the commodity task force will evaluate the state processing program to determine the cost effectiveness of the program.  Should it no longer be cost effective to do the state processing program, the state will consider terminating that option to schools.  However, schools would be given sufficient time to switch to the direct diversion processing option.

Q. Why do direct diversion?

A. Direct diversion gives the recipient agency more choices as to which processor(s) to use and which end products to have processed.  Districts should have more product choices, consistency between USDA food-based products and commercial purchases (seamless purchasing), and each district will be able to control the delivery of their products.

E. A district may work out an agreement with U.S. Beef on specifications for precooked hamburger patties and Salisbury steaks.  During the annual survey, the district commits pounds of bulk beef to U.S. Beef.  In late spring, the district will work with processors, food brokers and commercial distributor(s) regarding their processed products orders for the upcoming school year.  Until their committed pounds are used, the district will receive a discount/reimbursement on each case, based on the federal-determined value of the USDA beef.  Once your committed pounds are used up for the year, you can continue to purchase the same patties and steaks but you will not receive the discount/reimbursement.  Your customers will see the same hamburger for the whole year and the district will not be storing months’ worth of beef in their freezers.

Q. If I choose the direct diversion processing program, can I still get the state processed products?

A. No.  At the time that you enter your annual USDA food survey, you will choose which processing option you will participate in—state processing program or direct diversion processing.  If you choose direct diversion processing, you will not see any state processed items on your survey, only bulk raw products that you will need to divert to processors.  You will still be able to order the brown box products (peaches, pears, beans, etc.) on either survey.

E. A district cannot choose to receive state processed applesauce cups and then direct divert their chicken pounds to U.S. Chickens.  Each district either chooses to use the state’s processed products or to directly divert their allocation of bulk USDA foods to their processors.

Q. Do your brown box choices change with direct diversion?

A.
No.  The same brown box USDA foods will be available to all schools regardless of the processing option they choose.

E. You will still see the “brown box” USDA food items such as the canned fruits and vegetables, rice, salsa, etc.

Q. What products can I divert?

A. Schools can divert any of the bulk USDA foods available for processing; there are no limitations.  However, the full truck load requirements must be met; i.e., the state must order bulk USDA foods in full truck load increments.  Therefore, all schools’ commitments statewide must equal at least one full truck load.
Q. If I participate in the direct diversion processing option, who will deliver my finished end products?

A. Regardless of which delivery option chosen for brown box, the finished end products resulting from direct diversion must be delivered by the selected processors or through commercial distribution.  It is the school district’s responsibility to work with their selected processors to arrange for the delivery of the finished end products.

E. School A is using the state delivery system for the delivery of their brown box USDA foods.  School A has chosen the direct diversion option.  The school will need to work with the processors to arrange the delivery of their end products.  Therefore, in this example, School A will be using two different delivery methods for the delivery of their USDA foods.

Q. If we go to direct diversion, can we divert our entitlement into a chicken product we want?

A. Yes.  If you do direct diversion, on the annual survey you will indicate the pounds of chicken you wish to divert and then you will choose the processor(s), based on the outcome of your procurement.  DPI will then send bulk chicken to the selected processor(s) on behalf of your school.  You will then work with the processor(s) regarding your finished products and delivery schedules.  You would then make a commitment for all other bulk products you wish to process.

E.
A district should be able to get multiple chicken products; nuggets and spicy patties, for example.  With some processors it could be possible to change products during the year—for example, dropping the spicy patties and ordering chicken strips instead.

Q. Can any size school district participate in direct diversion?

A. Yes.  DPI does not plan to implement any minimum pound requirements.  However, the state must ship bulk USDA foods in full truck loads to each processor.  All participating districts’ commitments would be combined to meet the state’s minimum.  In addition, schools will need to work with the processors regarding any minimum run requirements and minimum ship requirements they may have and work with their distributor regarding their slotting requirements.
E. Jack’s Apple Processing Inc. may work with four school districts to process bulk apple slices into Deluxe Apple Smoothies.  When the state combines the orders, it realizes that Jack’s only has 750 pounds of apples allocated.  This is a small percentage of a full truck load of bulk apples slices.  The four school districts would be unable to process bulk apple slices into Deluxe Apple Smoothies with Jack’s Apple Processing Inc.

Q. With the implementation of direct diversion, is the cheese processing program affected?

A.
No.  The cheese processing program will still be available for those agencies choosing to participate in the state processing program.  

Q. Should a small school stay with the state processing program and avoid direct diversion?

A. All schools should determine which processing option is best for their school.  Some of the things to consider are:  Do your kids like the processed items currently available through the state?  Are you able to spend all of your entitlement dollars?  Do you have sufficient time to do your own processing?

E. Remember, this is a yearly decision that your school district will make.  Your district can talk to other districts participating in direct diversion processing to learn from other districts’ experiences.

Q. How does my school district know which processors are eligible to participate?

A. The processors who will be eligible for processing in the direct diversion program will be approved by USDA under the National Processing Agreement.  In addition, these processors will also complete paperwork required by DPI in order to process in Wisconsin.  DPI will compile a list of these interested processors, which will be posted on our website in the fall of each school year.  Schools will be able to select from this list of Wisconsin-eligible processors for the processing of their bulk USDA foods.  In addition, you should follow your local bid requirements when bidding out the processing of your USDA foods.

Q. Should I identify my processors first?

A. You should bid out all your USDA food processing in the late fall, so that you have awarded bids and chosen processors at the time of the annual USDA food survey (tentatively scheduled for January 15 to February 10, 2012).
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