[image: image1.jpg]California Canning Peach Association
Response to Request for Comments on
“Agricultural and Antitrust Enforcement Issues in Our 21% Century Economy”

December 9, 2009

The California Canning Peach Association (CCPA) appreciates the opportunity to
provide comments in response to the public workshops exploring agriculture and antitrust
enforcement issues. The CCPA’s comments will focus on the importance of the Capper-Volstead
Act’s limited antitrust immunity for farmer cooperatives. Any action to eliminate or dilute the
Capper-Volstead Act would harm the success and effectiveness of farmer cooperatives and
would damage American agriculture and competition in the agricultural marketplace.

Established in 1922, the CCPA is the nation’s oldest farm bargaining cooperative. The
members of the CCPA are farmers who produce canning (or “clingstone”) peaches. California
produces almost all of the canning peaches grown in the United States. Food companies buy the
peaches produced by CCPA’s members, process them in canneries, and typically package and
sell them to consumers in cans, glass containers or plastic fruit cups. The primary mission of the
CCPA is to negotiate each year the price at which the canneries will buy the peaches that our
members produce.

In order for our members to have any economic leverage to speak of in these price
negotiations, they must associate together and collectively bargain for a price. The reason is
quite simple: Our average member grows just 40 acres of peaches, producing annually about
800 tons of peaches worth just over $250,000 (before netting out the cost of production and
harvesting). On the other side of the table are our processor customers, who are some of the
largest food companies in the world. Of our six major customers, four of them (Del Monte
Foods, Seneca Foods, Dole Foods, and Gerber Products (owned by Nestle) each reports a total
annual sales revenue of over $1 billion.

In addition to this gross economic disparity in bargaining power, it is important to
remember that peaches are a perishable crop, meaning that they must be processed promptly
after being harvested. A typical grower of peaches must, at the beginning of each year, obtain a
production loan to finance the growing and harvesting of his crop, and then must deliver that
crop to a cannery within hours after harvesting it, or all is lost. The grower of a perishable crop
like peaches cannot “hold out” if he does not like the price being offered to him. For the farmer
without a “home” for his crop at harvest time, the peaches will literally perish on the tree.

From these plain facts, it should be evident to everyone that a single peach grower, acting
independently, typically would have little leverage at the bargaining table. However, by acting
through a bargaining association like the CCPA, these farmers collectively have the economic
leverage to begin negotiations early in the growing season and to structure long-term contracts
that very few growers, acting alone, could achieve for the sale of their fruit.

In this important respect, the bargaining power of today’s farmer, were he or she to act
individually, would be no better than that of the farmer in 1922, when Congress passed the
Capper-Volstead Act. In fact, it would be worse. Today, there are fewer canneries to sell to,




[image: image2.jpg]they are much bigger, and they source their peaches from around the world. In 1952, the CCPA
sold its members’ peaches to 42 canneries; in 1972, the number of buyers fell to 17; and today,
as noted above, the CCPA sells principally to only 6 processor customers, who are also able to
substitute for California peaches less expensive foreign fruit in many of their products.

Despite these challenges, the CCPA has been successful as the bargaining agent for its
members. Its success is reflected in its membership: nearly 500 peach growers are members,
and they together produce about 80 percent of the nation’s canned peach production. As a result
of the strength of the CCPA, there is a robust and healthy competition each year for the price of
peaches that takes place in the arms-length bargaining between it and the food companies we sell
to. That competition exists only because Capper-Volstead enables these peach growers to
associate together and bargain collectively as one economic group.

Without the antitrust immunity afforded for cooperatives like the CCPA, our peach
farmers would not be able to compete in a business economy in which they otherwise would lack
any meaningful bargaining power in dealing with the relatively few, large buyers of their
perishable farm products. For this reason, I am certain that in the canning peach industry, the
Joss of the Capper-Volstead Act’s limited antitrust immunity for farmer cooperatives would
result in less rather than more competition by removing the ability of our farmer members to
have effective market power in an economy dominated by larger buyers. We urge the
Department of Justice and the Department of Agriculture to recognize the importance of
preserving the Capper-Volstead Act’s protection for farmers.

Respectfully submitted,

Rich Hudgins
President & CEO
California Canning Peach Association




