Agricultural Workshops

12/16/09

Topic: Consolidation

To the Policymakers this concerns:


I am a student at the University of North Carolina at Chapel Hill.  I have just had the privilege of experiencing a course on sustainable agriculture.  It was coupled with an APPLES Service-Learning internship that gave me on-site experience on an organic, sustainable farm.  I worked 30 hours on an diversified local farm, Pickard's Mountain Eco-Institute, juxtaposed with classroom time spent researching and critiquing our current food system.  An eye-opening experience to be sure.  I am writing this letter to my government because, after thorough research into the subject of agricultural policy, I am discouraged.  Upon completion of field research on organic farming and livestock-raising, and an in-depth exploration of the dominant food producers/suppliers, I was shown the stark contrast between the practices of factory farming and monoculture and the sustainably diversified organic farming method.  Current policy and regulations enforced by the USDA and FDA are not conducive to a healthy economy, a healthy consumer, or a symbiotic relationship between land and steward.   The modern U.S. food supply chain is long and laborious to follow.  Not even accounting for the near-depletion of oil reserves, the mileage our food travels to reach our plates is unsustainable and inefficient on any long-term scale.  Small farms and food processors are disappearing at an exponential rate.  They are choked by vertical integration based on the idea that Earl Butz, the Secretary of Agriculture in 1972, summed up.  “Get big, or get out.”  There are forces, perpetuated by government legislation, that hinder local and small producers from entering and surviving in the market.  Consolidation, Centralization, concentration, anti-trust and anti-competition, an environment of overproduction, lack of transparency in government enforcement practices, and a lack of diversity among products all are contributing to the perpetuation of economic inequality, public health problems, environmental and ecological hazards, and the increasing commodification of food.


Although I would like to address the issues of certain legal pesticides, nearsighted subsidizing, legalized chemical additives and processing methods, my comments will emphasize the consolidation and concentration of agricultural firms because this is where the attention is being directed in the current workshops.  The increasing consolidation and mergers of firms has been an inherent aspect of our nation's economy as a whole for the past several decades and the agricultural industry has been no exception.  In fact, it has taken a leading role.  I am going to focus on the livestock industry for the sake of brevity and because I am opportunistic and it presents a bold and clearly evidential example.  90% of our beef processing, 70% percent of pork processing, and 60% of poultry processing are all done by the top 4 companies.  These are impressive numbers and one can immediately conjure some of the implications this extreme economic environment can have on the consumers and the moderate to small-size producers.  Even in 1999, Sen. Conrad Burns of Montana, addressed the Committee on Commerce, Science and Transportation about the subject.  He stated that 79% of the meat-processing industry even then was controlled by the top 4 companies.  Benefits of this monopsony for the large packers include lucrative supply contracts, the ability and leverage to manipulate price, and the control over timely payments to producers.  Benefits of the monopoly these packers have over consumers include price determination/control, a lack of transparency due to the size, and a strong hold on government policies regarding what we eat due to their intense lobbying leverage.  All these methods perpetuate consolidation by limiting new market competitors by creating a harsh, anti-competitive, and homogenous market for food.  


In the Dept. of Justice, there are laws such as the Sherman and Clayton Acts that are set up to foster competition.  Industries, and thus our citizens, thrive when markets are highly competitive.  There are very little anti-competition laws regarding agriculture that are being enforced.  Not to say they do not exist, but their implementation is opaque and has been called to question by many review boards. I would like to illuminate one piece of legislation that has the potential to level the playing field between differentially sized producers and processors.  It is called the Packers and Stockyard Act of 1921.  The Act's main manifesto is the fostering of competition, specifically contractual issues between packers and suppliers.  It was implemented to enforce fair and transparent contracting between producers and suppliers, on time payments between the two, and validation of equipment used for weighing.  GISPA, Grain Inspection, Packers and Stockyards Administrations has oversight on the enforcement of this act.  They are a part of the USDA.  The Institute of Local Self-Reliance, upon reviewing GISPA, found that they were not enforcing the contracting rules thus leading to more and more captive supply arrangements.  These further the consolidation of processing firms as well by allowing only the large firms to leverage the most lucrative supply contracts.  Out of 1,522 investigations GISPA declared for the year of 2003, only 8 involved competition and contractual issues.  Out of those 8, only 2 resulted in a corporate loss in court. The rest of the investigations were dealing with marketing issues that are clearly more of a headache for larger companies than smaller ones.  The Federal Farm Policy Committee suggests the implementation of the Captive Supply Reform Act.  This would require transparent contracts with public bidding and a fixed dollar amount base pricing.  It would also place a cap on individual contract size and make formula pricing unlawful. It was introduced in 2005 and again in 2007 but has yet to go to the House or Senate. This reform is especially important to the decentralization of the livestock industry.  If price manipulation and captive supply arrangements are brought to a minimum, large packer companies will not have the leverage to perpetuate a monopsony.  Our agricultural economy could go the way of Wall Street if we continue to ignore the principles embedded in foundational legislation in the Department of Justice.  The Sherman and Clayton Acts are reflected in several agricultural legislation because fostering competition is important in every industry.  One more piece of legislation I would like to address is the Environmental  Quality Incentives Program.  This government-funded program gives large (over 2500 hogs) factory farms subsidies to aid their waste control system.  This money is going to the already consolidated firms who have such extreme waste issues because of their sheer size.  Too many subsidies are already going to the corn, soy and wheat giants rather than the small farmers.  And now, the large livestock farms receive aid rewarding their efforts to concentrate and consolidate operations.  These are just two pieces of legislation that I find to be blatantly perpetuating consolidation.  I hope you consider shaping our agricultural policies to the benefits of the majority, not agribusiness.  I hope you return our legislation so that they adhere to the founding principles of the fostering of competitive markets.  Nearsighted policymaking based on the leverage of lobby dollars is not sustainable and it is only beneficial to the highly profitable and heavily-subsidized corporate farmers.







Sincerely and Respectfully,







Kellie Ann Grubbs
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