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1. Trade Policy Must Distinguish the
U.S. Cattle Industry From the
U.S. Beef Industry A. The U.S. Cattle Industry is
Highly Sensitive to Imports
First, What is the U.S. Cattle Cattle Industry is Largest Sector of
Industry? U.S. Agriculture
« Single Largest Segment of American Agriculture 4T TP 13Uk, ATUCULTVRE SOMMEGITIES
+ 11 states generate over $1 billion ennually in the sale of caitle ad calves.
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11 States Generate Over $1 Billion in

Cattle and Calf Sales
* Texas 376 * S. Dakota $18
-« Nebraska $7.1 « California 318
+ Kansas $63 « Missouri $1.2
+ Colorado $3.2 » Idaho $1.1

* Oklahoma 325 + Minnesota 510
* Towa 2.7

2007 Total: $36.3

Beef Industry Purchases Only a
Portion of Annual Cattle Marketings
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U.S. Cattle Industry is Shrinking

Number of Al Catile and Beef Cow Operations
United States, 1988-2007
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The Size of the U.S. Cattle Herd is

Shrinking
U.S. Cattle Inventory
January 1
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Today’s U.S. Cattle Industry

4 Beef Packers S| Shaughlered 34.3 Milion
Cattlein 2007, Including 1-2
Approx. 88 % of Al Fed Millics
Catde inthe US. Lposts
— 2,100 Feedlots Feed Appeon. 30%

of All Fed Catie in the £.5,
35,000 Fanner Feeders
Feed Approx, 10 % of
All Fed Cattle in the £,S
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U.S. Cattle Industry is Highly
Sensitive to Changes in Imported
Cattle Supplies
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» Thestalf s the ITC fomd that the i level elasticity of demand for

staughterready canle is such tha:

“[Elech 1 i in fed cattle numbers would be expected to
decrease fed cattle prices by 2 percemt.”
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A 2 Percent Price Decrease Following a 1
Percent Supply Increase is Significant

For the 87,160 feedlots remaining in the 1.5,
in 2007 that market 26.2 million cattle in a
hypothetical $90 cattle market, a 2 % price
decrease would translates into a loss to the
U.S. cattle industry of*

26,2 million hd, X 1,250 pounds X $.90 =§ 29.5 billion
Less: 2 % = $590 million
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RELATIONIHIP BETWEEN CATTLE BFORTE AND FED CATTLE MUCES
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B. The U.S. Beef Industry’s Focus Is
On Exports

"
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What is the U.S. Beef Industry?

. The U.S. beef industry consists of beef packers and
m!:rocssom that are classified under the 2007
American Industry Classification System
(NAICS) as Food Manufacturers.

¢ As manufacturers, the economic interests of the beef
indnsnéy are distinct from the economic interests of
the U5, cattle industry.

* The beef industry buys slaughter-ready cattle; the
cattle industry sells slanghter-ready cattle,

The Beef Industry is Excessively
Concentrated
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memmmmlmnhmmgU&mmm
monggmﬂh;ﬁl;mol'mym&uay Sms. andwaltabove

Mtlulume. hrgl
mmaeomlledwquamnfu.s.mmd slanghter.
. Nmtbmﬁng:heﬁnlhnthumdmm ggests that
additional concentration should bave been m 3

US. Department of Justice allowed the 3rd (3 e
ice

Bm:lm-wnedJBS. acqmuthemml?m beefpﬂupuku

Smnhﬁddj ‘Iev:[wf | raised concentrafion rotio to an
[+

11] A Revine of Camesy for and Ca o LLS.
Indutry. Clament 8. Ward Cornems Agricwiors Foad sad Reswwres baeas, 1001, o6 1.




\h” U141, i THIS DOCUMENT WAS PRODUCED BY AN OUTSIDE PARTY AND SUBMITTED
b OBAMA-BIDEN TRANSITION PROJECT TO THE OBAMA-BIDEN TRANSITION PROJECT.

Current Trade Policies Reflect the Interests of the
Beef Industry, Not the Cattle Industry b Miows
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II. The U.S, Cattle Industry Suffers 4
From a Substantial, Long-Run
Trade Deficit
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Changes in Trade Flows that Cause Small Impacts
on Prices Have a Profound Effect on the Profitability
and Viability of U.S. Cattle Producers

+ “IE]ven seemingly small impacts on a $/cwt. e}
basis may make substantial difference to "
livestock producers and rival meatpacking g “
firms operating at the margin of remaining -
viable or being forced to exit an industry.” i} “
1] A Review of Couses for and Conseq of Ec C in the U5 b
Industry, Clement E. Ward, Current Agriculture Food and Resource )
Lesues, 2004, ar 2.
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Returns to Feeding #1 Yearllng
Steers 10 Cholce Grade, Iowa/
Minnesota

{in 2007 constant doflars)
Iowa State University Data

Why Cattle Industry is Highly
Sensitive to Price Changes

. Long&sl biokogical cycle of any farmed animal — inelastic

supply.

Finished cattle are highly perishable.

Demand for cattle bounded on weekly basis — Packers set

weekly limits by choice and by capacity constraints.

* Transportation costs limit marketing options.

* Competition for raw products, ¢ ,cal:le,lsmheremlylm
mten.g:u than is compe]:mon for pl%wssed food products.

* Marginal transparency in cattle markets.

* Packers have superior marketing information, pamcularly
those with substantial captive supply arrangements, which
include imported cattle.
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Farm-to-Retail Price Spread for Beef
{In constant 2007 dotlars for a spec animal and
spec cuts of meat—-no quality differences)}
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HI. Trade Policies of Past 15
Years Have Failed the U.S.
Cattle Industry and Must be
Fundamentally Reformed
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GOAL FOR FUTURE TRADE
POLICY

+ International Trade Policy Must Facilitate
the Restoration and Rebuilding of the
Contracted U.S. Cattle Industry.

Trade Strategy for Rebuilding the
U.S. Cattle Industry

* Achieve an Equitable Balance Between the
Interests of the Cattle Industry and the
Interests of the Beef Industry.

Specific Trade Policy Reforms
Needed

1. Specifically Assess Trade Impacts on the Cattle Industry:

. Qanlepmdma;eﬂ:els:cwmlikedlymexpeﬁce
income, cutput and employment losses due to ongoin
liberalization of U.S. beef imports, g

* The ULS. should employ a partial equilibrivm model, explicitly
evaluate the likely impact of beef trade liberalization on
upstream catile producers, and take into account the market
concentration and contracting practices in the meat packing
industry, as well as the pensl%ai’ le nature of live , in
making its assessment.

Specific Trade Policy Reforms
Needed

2. Address Globa) Market Distortions that Disadvantage
U.S. Catile Producers:

*  Tariffs in the rest of the world on beef average 85%; on
actual imports, those in the U.S. just 2.5% (26% on above
quota imports),

¢ Massive subsidies by the EU and large subsidies by Brazil,
Australia and Cannd{a vs. essentially none from the U.S.

*  State trading enterprises in grains which distort competition
by making grains available to foreign cattle producers at
prices not market driven.

Specific Trade Policy Reforms
Needed

3. Asrequired in the Trade Act of 2002,
special rules must be included in all trade
agreements to recognize the perishable
nature of cattle and beef, be applicable to
both cattle and beef, and be automatic in
application.

Ll

Specific Trade Policy Reforms
Needed

4. Designate Cattle and Beef as Like/Kind
Products Including:

* Recognize that beef is imported in two distinct
forms: pre-slaughtered beef (live cattle) and
post-slaughtered beef (beef).

a2
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Specific Trade Policy Reforms
Needed

5.  Prevent Transhipment of Foreign Cattle
in the Production of Beef in Exporting
Countries:

« Rules of Origin must be modified to require
that beef be derived from animals born, raised,
and slaughtered in the country of export.

Specific Trade Policy Reforms
Needed

6,  Cease Practice of Ratcheting Down U.S,
Health and Safety Import Standards to .
Accommodate More Imports:

* Imporling countries must be required to meet U.S.
health and safety standands, which standards must
now be strengthened following recent actions that
have effectively weakened restrictions against the
importation of livestock diseases and pests.

Specific Trade Policy Reforms
Needed

7. Require All Imported livestock to be
Permanently Marked with a Mark of
Origin to Aid in Foreign Animal Disease
Trace-backs After Importation (Remove
Livestock from the U.S. Department of
Treasury’s “J-List™).

Specific Trade Policy Reforms
Needed

8. Correct Currency Manipulation by
Trading Partners that have Taken
Action to Under-Vaiue their Currencies
Vis-3-vis the U.S. Dollar to Gain an
Unjust Trading Advantage.

48

Specific Trade Policy Reforms
Needed

9.  Cease Practice of Allowing Foreign
Countries Access to the U.S. Market
Before the U.S, is Allowed Access to
Foreign Markets.

a7

Specific Trade Policy Reforms
Needed

10. Amend NAFTA to Provide U.S. Cattle
Producers Relief from Price-
Depressing Live Cattle Imports.
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