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October 7, 2017
Donald Bice, Acting Deputy Assistant 
Secretary for Administration
Office of Budget and Program Analysis, USDA, 
Jamie L. Whitten Building, Room 101–A, 
1400 Independence Ave. SW. 
Washington, DC 20250.
Via Internet:  www.regulations.gov
Re:
R-CALF USA Comments on Improving Customer Service:  Office of the Secretary, USDA, Request for Information (RFI)

Dear Mr. Bice,


The Ranchers-Cattlemen Action Legal Fund, United Stockgrowers of America (R-CALF USA) appreciates this opportunity to submit comments to the U.S. Department of Agriculture (USDA) Office of the Secretary regarding the proposal to consolidate the “Grain Inspection, Packers, [sic] and Stockyards Administration [GIPSA] into the Agricultural Marketing Service (AMS),” for purposes of “Improving Customer Service” (Proposal), published at 82 Fed. Reg., 42,781 (September 12, 2017).  (Note that the official name of the agency does not separate “Packers” and “Stockyards Administration” with a comma as was incorrectly done in the Federal Register, which itself suggests a lack of familiarity with the GIPSA agency.)
R-CALF USA is a non-profit association that represents thousands of independent U.S. cattle farmers and ranchers and sheep producers in approximately 43 states. It is the largest producer-only trade association representing the U.S. cattle industry. R-CALF USA works to sustain the profitability and viability of the U.S. cattle and sheep industries, which are vital components of America’s rural economy. R-CALF USA’s membership consists primarily of independent cow-calf operators, cattle backgrounders and feedlot owners. Various main street businesses are associate members of R-CALF USA.
I. Introduction

As a preliminary matter, the Federal Register notice regarding the Proposal fails to include any mention of USDA’s statutory obligation to “strengthen the family farm system” of agriculture, which includes the family farm system of livestock production. (7 U.S.C. 2204(c)(2)(D).)  The agency appears to have lost sight of this critical obligation when describing its purpose as that of “support[ing] the American agricultural economy to strengthen rural communities . . .” (82 Fed. Reg., 42,781, col. 2.) 

This omission by USDA speaks volumes and reinforces the widely held belief that USDA has completely lost sight of its true customers – American family farmers and ranchers; and has been completely captured by multinational corporations who now use the agency’s revolving door as their employment pool wherein “good” USDA employees are rewarded with both power and money. Evidence of this swampish condition abounds. 
Barry Carpenter, the deputy administrator of the Agricultural Marketing Service (AMS) who was in charge of promulgating the implementing rules for country of origin labeling (COOL), was hired directly from USDA to lead the multinational meatpackers trade association, the North American Meat Association, now the North American Meat Institute (NAMI), soon after the COOL rules had been sabotaged. William Sessions, the associate deputy administrator for AMS, likewise instrumental in the distorted outcome of the COOL rules, was also hired by the meatpackers trade association NAMI. Very recently, the administrator of the USDA’s Food Safety and Inspection Services, Alfred Almanza, was hired directly from USDA by the world’s largest beef packer, JBS, a corporation that paid millions in fines in the face of charges that it violated antitrust laws by manipulating prices it paid to cattle producers;”
 and whose principals have been arrested for insider trading and have admitted to other criminal activity. 

With such ongoing and highly publicized employment opportunities like these within the world’s most powerful corporations and their trade associations and just one step away from government service, career service employees cannot be expected to act in contravention of their prospective future employer’s interests. Unless, of course, those career service employees are directly supervised by agency appointees who are ostensibly immune from the siren call of the non-family farm and ranch side of American agriculture, i.e., the multinational corporation side.
II. GIPSA Cannot Achieve Its Purpose If Folded Into AMS

This is why GIPSA should not be demoted by folding it into the AMS where it will be removed from the direct oversight of the appointed Secretary and his appointed Deputy and Under Secretaries.  GIPSA’s role, particularly as it pertains to family farmers and ranchers who raise livestock and poultry, to promote fair business practices and competitive markets, foster fair competition and to guard against deceptive and fraudulent practices is arguably the most important function that Congress has assigned to the USDA to strengthen the family farm system of agriculture. In addition, these critical roles have not been properly carried out in decades, which makes the proper administration of the GIPSA agency the greatest challenge the new Agriculture Secretary faces today.

A. USDA Is Ignoring the Greatest Challenge Facing Livestock and Poultry Producers

As early as 2001, Oklahoma State University Economist Clement Ward described the concentration level in the U.S. meatpacking industry as among the highest of any industry in the United States, “and well above levels generally considered to elicit non-competitive behavior and result in adverse economic performance.”
 This begs the obvious question of why GIPSA has resisted taking appropriate enforcement action when the likelihood of non-competitive behavior is so high?

GIPSA’s inexplicable failure to perform its statutory duties has not gone unnoticed. For nearly two decades, GIPSA knowingly frustrated the Packers and Stockyards Act (P&S Act) by refusing to properly administer and enforce the provisions within the P&S Act that were intended to protect cattle producers from unfair competition and unfair trade practices by the packers – the dual purpose of the P&S Act.
 As early as 1991, the Government Accountability Office (GAO) found that:

“P&SA [GIPSA] has not sufficiently adjusted to the changing structure and marketing practices of the livestock and meat-packing industries. Specifically, P&SA’s [GIPSA’s] current monitoring does not provide the agency with sufficient information to effectively determine the existence or extent of anticompetitive behavior by packers in procuring livestock.” 
 


Later, in 1997, the USDA’s Office of Inspector General (OIG) stated that GIPSA “did not have the capability to perform effective anticompetitive practice investigations and [] faced formidable obstacles to become effective in performing such investigations because it had not been organized, operated, or staffed for this purpose.”
 Several years later, in 2000, the GAO conducted another investigation and found GIPSA had still not taken sufficient steps to correct its deficient oversight of the P&S Act.  Specifically, the GAO found again:

“GIPSA’s investigative practices were designed for traditional trade practices and financial issues the agency had emphasized for years and were not suited for the more complex competition-related concerns it was addressing.”


In 2006 the OIG conducted another audit and found GIPSA still “has not established an adequate control structure and environment that allows it to conduct investigations to ensure open and competitive markets for livestock, meat, and poultry.”


Subsequently, the GAO found in 2006 that GIPSA had not been responsive to previous recommendations stating, “Overall, it appears that as GIPSA officials responded to the prior OIG and GAO reports, they did so in a manner that prevented, rather than facilitated the desired actions and results.”


Thus, for nearly two decades GIPSA knowingly failed and refused to properly protect U.S. cattle producers from the unprecedented market power emanating from the radically changed structure of the industry. And, it also failed to protect producers from the abusive market practices facilitated by the radically new cattle procurement strategies and practices introduced into the cattle market by the concentrated beef packers during that period. As a result, the beef packers’ exercise of market power (i.e., monopsony power) and their exercise of unfair trade practices have become institutionalized within the U.S. cattle industry.

B. Today’s GIPSA Continues to Ignore the Greatest Challenge Facing Livestock and Poultry Producers


Finally, in 2010 the agency, for the first time, proposed rules to actually implement the key provisions in the P&S Act that were designed to guard against deceptive and fraudulent practices. These proposed rules were known as the GIPSA rules and later the Farmers Fair Practices Rules. To be sure, these rules would help USDA meet its statutory obligation to “strengthen the family farm system” of agriculture, including family farm livestock operations, because the rules afforded family farmers and ranchers with meaningful protections against the market power abuses of the highly concentrated meatpackers.


Unsurprisingly, the multinational meatpackers associations – chief among them the National Cattlemen’s Beef Association (NCBA) called in their chits and persuaded Congress and the past administration to block the finalization of the GIPSA Rules.


R-CALF USA at first was pleased when the new Administration announced it would drain the swamp in Washington by ending the reign of corporate lobbyists who continually and successfully sought favors from Congress and from past Administrations for their corporate employers at the expense of farmers, ranchers, workers, small manufacturers and consumers.

But, so far nothing has changed. The finalization of the vitally important GIPSA rules remain blocked.  So, essentially, the same question must be asked again:  Why is GIPSA resisting its mission to promote fair business practices and competitive markets, foster fair competition and guard against deceptive and fraudulent practices by refusing to finalize the necessary implementation?

The answer is the same as it has been for more than two decades:  USDA has not exhibited the leadership necessary to strengthen the family farm system of agriculture and, instead, continues to cater to the interests of the omnipotent multinational corporations.  

III. Conclusion

When USDA traveled to the other side of the world (to China) with one of the multinational meatpackers most aggressive trade associations, the NCBA, it sent a strong signal to family farmers and ranchers that their interest simply do not matter.

Demoting GIPSA by folding it into the AMS will exacerbate the dismal performance of an agency that Congress intended to help strengthen the family farm system of agriculture.  It is R-CALF USA’s hope that rather than further weaken the already innocuous GIPSA, the Secretary of Agriculture will use GIPSA, which is directly under his control (via his Under Secretary) to begin restoring the competition that the multinational meatpackers have been allowed to reduce if not vanquish with impunity. 
Sincerely,
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Bill Bullard, CEO
 





R-CALF United Stockgrowers of America


P.O. Box 30715


Billings, MT 59107


Fax: 406-252-3176


Phone: 406-252-2516


Website: www.r-calfusa.com


E-mail: r-calfusa@r-calfusa.com
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