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Secretary Vilsack, Attorney General Holder and distinguished members of the panel, on behalf of the Pew Environment Group, I thank you for the opportunity to participate in this important workshop addressing issues of competition in the livestock industry.  I also want to thank the Administration for its initiative in launching this series of workshops on a topic of great concern, not only to the many farmers and growers here in the audience, but also to rural communities and consumers all over the country.

I am Robert Martin, Senior Officer with the Pew Environment Group and formerly Executive Director of the Pew Commission on Industrial Farm Animal Production, an independent study funded by The Pew Charitable Trusts with a grant to the Johns Hopkins Bloomberg School of Public Health.  The Pew Commission was comprised of 15 individuals with backgrounds and expertise in a variety of disciplines including animal agriculture, veterinary medicine, public health, medicine, rural sociology and public policy.  This group worked over a two-year period to investigate the status of industrial farm animal production and make recommendations to solve the problems created by our current system in the areas of public health, the environment, rural communities, and animal welfare.  After conducting 11 meetings and receiving thousands of pages of material submitted by a wide range of stakeholders, reviewing more than 170 peer reviewed, scientific reports, and authorizing eight technical reports by leading academics in our areas of study, the Commission issued its report: Putting Meat on the Table: Industrial Farm Animal Production in America. I offer a copy of this report for the record here today, because many of the Commission’s findings and recommendations speak directly to the issue of competition in the livestock sector.  

Overall, our distinguished and diverse group concluded that the present system of producing food animals in the United States is not sustainable and presents an unacceptable level of risk to public health and damage to the environment.  

The Commission found serious unintended consequences associated with the current system of intensive animal agriculture dominated increasingly by a relatively small number of vertically and horizontally integrated corporations.  Our report documents economic and social stresses in rural communities; water quality degradation and other environmental impairments;  the growing threat of antibiotic resistance associated with animal feed and housing choices;  declining levels of animal welfare; as well as the loss of autonomy and financial peril for independent farmers. 

The answer to these problems, as our commissioners concluded, lies not in abandoning animal agriculture or turning back the clock, but making informed policy choices in the arenas of public health protection, environmental management, animal welfare and community impact mitigation and control.  One of the cornerstone recommendations of the Commission is its call for policies that allow for a competitive marketplace in animal agriculture. 
It was the view of the Pew Commission and is now the view of the Pew Environment Group that American agriculture can be both productive and sustainable, if we adopt public policy changes necessary to restore a truly open and competitive marketplace where a diversity of independent producers can thrive. Independent producers, operating in a fair and open marketplace, can raise livestock in ways that safeguard public health, protect vulnerable water sources and other natural resources, maintain traditions of responsible animal husbandry, deliver healthy food at an affordable price to American families and provide a strong economic base for thriving rural communities.  
But this will not occur if more and more independent farmers are constrained by a closed marketplace that skews prices to the disadvantage of growers and consumers and relies on  abusive contract practices.     
Perhaps it would be useful to return to the questions that Secretary Vilsack posed at the first of these workshops held in Iowa earlier this year.  

· Are farmers and ranchers in this country currently getting a fair shake? 

· Is the marketplace providing a fair deal to all who are in the farming and ranching business? 

· Is there sufficient transparency in the process?

We believe that these questions are critical and that the answer to each is a clear and resounding no.  

USDA’s own data show clearly the changing structure of animal agriculture, first with the virtual elimination of open markets for poultry, followed by significant vertical integration in hog production and serious loss of competition in cattle. For example, about 40 major contracting agribusinesses now coordinate production of 75% of the 100 million hogs marketed annually in the United States,
 and as Secretary Vilsack pointed out in Iowa, today’s spot market for hogs is now only 8% of the total market, where just 15 years ago it was 62%. For poultry production, the numbers are even higher, with over 95% of broilers now grown under contract production.
 For beef, horizontal consolidation of the major packers has so changed the market that only four companies control nearly 85 percent of all processing.

In other words, the very situation that the landmark Packers & Stockyards Act was meant to guard against has emerged.  Not only is the number of independent producers in decline, but those who remain are severely disadvantaged. Today, too many farmers have too few options to produce independently.  
As many people at these workshops have testified, independent livestock producers—even those producing at lower cost—find it difficult to compete today, due in part to reduction in market access, the virtual elimination of the spot and cash markets and perceived price manipulation by dominant livestock buyers.  Livestock farmers may have their access reduced when packing plants give preference to large volumes of contracted or packer-owned livestock, and producers that enter into captive supply agreements with packers may receive lower prices than they would in a truly open market.
  In 1999, for example, economists Zhang and Sexton stated that [beef cattle] processors may be able to use captive supply contracts to influence the cash market price to producers’ detriment. 
 Their conclusion is echoed by many others, who likewise argue that processors’ captive supply contracts can and, in some cases have, distorted the prices that all producers receive. 
  
Without a competitive market, the so-called efficiency gains of industrialized farm animal production too often increase the profit margins of concentrated corporations without improving the financial well-being of growers or resulting in lower food prices to consumers.  And in too many instances, the ever elusive efficiency gains of industrialized production come at the price of environmental degradation, community disruption and public health risks. 
Vigorous market competition in the livestock sector is of vital importance to farmers, consumers and rural communities. A more transparent and open market for livestock will help to give us a safe and sustainable food supply at the same time that it addresses the precarious economic conditions that many farmers face today.
The negative impacts on rural communities and independent producers are not the only consequences of the concentration in the industry.  As the recent rolling recall of nearly a half a billion eggs has shown, the concentration in the industry and its reliance on a narrow range of suppliers can cause public health concerns.

A recent article in the Washington Post stated it best.

“The largest egg recall in U.S. history comes at a point of great consolidation in the egg industry, when a shrinking number of companies produce most of the eggs found on grocery store shelves and a defect in one operation can jeopardize a significant segment of the marketplace.

“Just 192 large egg companies own about 95 percent of laying hens in this country, down from 2,500 in 1987, according to the United Egg Producers, an industry group.  Most of those producers are concentrated in five states: Iowa, Ohio, Indiana, Pennsylvania, and California.”
 
To have a truly sustainable animal agriculture system, the Pew Environment Group believes we need those elements that the Secretary focused on: competition, fairness and transparency.
We all need a climate in which farmers and ranchers can choose to raise livestock in ways that benefit their local communities, respect the environment and protect public health. We need the regulatory reforms proposed by USDA that will identify the contract terms that are patently unfair and unlawful, including contracts which compel certain producers to make capital investment in new facilities even when their existing facilities are in good working condition.  We need a new level of transparency that will allow independent producers to make informed choices about contract requirements, rejecting terms that mean raising livestock in ways that jeopardize their credit and financial well-being or the quality of life for themselves and their neighbors.  
We need reasonable purchase restrictions to assure that a few corporations do not unfairly influence prices, freezing out all producers who prefer to operate at a scale that is less akin to manufacturing and more truly called farming.  We need programs, like USDA’s support of mobile slaughterhouse units, that help small and medium sized producers deliver the locally-raised meat that more and more consumers are seeking. We need USDA and the Department of Justice to commit to fairly and aggressively enforcing the Packers & Stockyards Act, and we need a marketplace that allows for price differentials based, not on unstated corporate preferences, but on quality and the other factors that consumers are looking for—be they cage-free, antibiotic-free, humanely raised or environmentally friendly products.
The Pew Environment Group believes that reform in anti-competitive livestock markets is long overdue, and we welcome these workshops as well as the recently proposed GIPSA rule as a welcome path to change. Again, we thank you for this opportunity and we look forward to working with you to achieve those three fundamental objectives: competition, fairness and transparency. 
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The Pew Commission on Industrial Farm Animal Production (PCFIAP)  was a two-year study funded by The Pew Charitable Trusts through a grant to Johns Hopkins Bloomberg School of Public Health. 
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