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KANSAS CATTLEMEN’S ASSOCIATION




Legal Policy Section, Antitrust Division
U.S. Department of Justice
450 5th Street, N.W., Suite 11700 

Washington, D.C. 20001
The Kansas Cattlemen's Association appreciates the opportunity to provide comments agricultural competition issues.  Kansas has a rich history of agriculture and is the third largest cattle producing state in the country.  With over six million head of cattle in production each year, producers have a vested interest in their industry and the lack of competition that continuously increases.  

Background 

Since 1994, more than 240,000 cattle ranches and farms have closed down or left the beef cattle business.
  The average farm acreage has also steadily decreased and in 2008 the average farm size was only 418 acres.  Farming and ranching families often depend on off-farm income for their livelihood. 
  The farmers’ and ranchers’ share of each retail food dollar earned was only 20 cents in 2009, down from 56 cents in 1993. 
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Family producers are efficient; however, the lack of competition and the control of the agriculture industry by large corporations have adversely affected family run production operations.  Independent cattle producers are at the mercy of large corporate packers.  
Examples within the Feeding Sector 
Commercial cattle feeders find it increasingly difficult to find real competition in the fat cattle markets.  Many yards, located in western Kansas are in a prime location where one might believe that there is great demand for fat cattle.  There are two packing plants within a two mile radius of Dodge City.  A third plant is located 70 miles to the south at Liberal, and a fourth 60 miles West by Holcomb, Kansas.  Each of these plants has a slaughter capacity of well over 5,000 head per day.  Each week feed yards put out a list of market ready cattle for the four packers, Cargill, Tyson, JBS Swift, and National, to look at and bid on.  Twenty years ago when the same physical facilities were owned by Excel, Hy Plains Dressed Beef, Farmland, and IBP, there were four bidders weekly, sometimes sleeping out overnight just to be first to get a list and bid on the cattle.  Today IF three buyers show up at any given yard they likely visit on Monday, Tuesday, or Wednesday, and often go to the yards to retrieve an inventory count of available cattle in the industry rather than to bid on the cattle.  In some feed yards, only one packer buyer will consistently show up on a regular basis.  Some packers have expressed interest in buying cattle, but only if a feed yard will commit a specific number to that packer and turn in the cattle to the packer before a base price is even established.    You give the cattle to the packer and have no idea what the price might be.  This is a far cry from having packers camp out on your door step just to get in line to bid.
JBS SA has recently purchased Swift & Co. (now known as JBS Swift) as well as Five Rivers Ranch Feeding Company.  For many years Cargill has controlled and owned cattle in corporate feed yards as well.  The practice of owning or controlling cattle, known as captive supply, provides packers like Cargill and JBS Swift an unfair advantage over producers as these packers can utilize their own cattle to suppress the market and control the price of cattle.  

In the industry today there are many undisclosed deals between the packer and producer all with the promise of getting more money for the producer who enters into these arrangements but with no regard to the overall lowering of the market through reduced competition.  Branded products are an excuse used by the packers to justify their arrangements to procure a consistent supply and quality of cattle.  When in fact what this does is keep the packer from competing in the cash market to out bid other packers for these cattle.  Producers will supply through breeding, feeding, sorting, or verifying what ever the packer is willing to pay most for.  But the packer has found out that if he pays the same price for all cash cattle regardless of quality that he can drive producers into grid, formula, and branded programs to receive a premium over cash which encourages the best cattle out of the cash market leaving the lesser quality cattle to set the price on all cattle. 
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When cattle sold at the high of the week and other similar undisclosed arrangements are taken into consideration, the cash market may be as low as 25 – 30% of cattle sales on any given week.  If transactions took place like this on the CME or the CBOT people would go to jail.  

Another factor that hinders competition in the industry is the packers’ control of multiple proteins.  JBS’ purchase of Pilgrim’s Pride and Tyson’s strong hold of the poultry industry, have a direct impact on the beef and cattle industry.  Beef prices and demand for beef are influenced by other proteins, such as pork and poultry.  In 1988, the Beef Checkoff was established to improve competiveness of beef overtheser proteins.  In 2007 in the top 20 accomplishments of the Beef Checkoff report, the ability to distinguish superiority of beef over chicken to enhance beef purchases was listed.  When two packers, JBS and Tyson, are able to control both the vast majority of the beef and poultry industry, they have the ability to adjust both the supply and price of beef and poultry to best suit their corporate interests, eliminating competition from the industry. 
Opportunities to Improve Competition 

We need enforceable rules that allow everyone to know what is going on.  We need to know what is trading, to whom, at what price, and when.  All need access to the market who have a like product.  Mandatory Price Reporting and market transparency is a must.  Special deals, that include some and exclude others does not provide fair equitable access to the market place.  Cattle need to sell in an open market system, where all hands are on the table.  

There needs to be regulations to prohibit packers from avoiding the Packers and Stockyards Act by claiming there was no “injury to competition and claiming they had a “business justification”.  In 1921, the Packer’s and Stockyards Act was introduced to protect producers from a small number of meat packers controlling the livestock markets.  And yet, in 2009 only four packers control more than 88% of the beef industry.  This is much worse than in 1921 when original protections were needed and put in place.  Producers need to be assured that unfair and anti-competitive market behavior will not be tolerated and if it takes place, offenders will be punished adequately. 

To maintain and increase the cash value of cattle, there needs to be an increase in competition and an enhancement of fair practices in the industry.  Steps need to require a certain percentage of daily slaughter to be purchased from the cash market.  
U.S. cattle producers need captive supply reform and a ban on packer ownership.  Provide market structure solutions that require a firm base price at the time of commitment and mandate that those contracts are traded in an open public manner.  This would still allow forward procurement through basis contracts.  
Kansas Cattlemen’s Association represents over 1,500 Kansas cattle producers and works for the interest of the cattle industry.  Competition issues must not just be discussed.  They must be addressed, reformed, and competition must be restored.  Otherwise the United States will lose its cattle producers, we will lose our U.S. cattle industry, and we will lose our U.S. produced food supply.
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