Marketing and Competition Reform Talking Points
50-14 or SPOT MARKET BILL: Fewer and fewer cattle are sold on a negotiated cash
basis, which reduces the ability for true price discovery in the cattle marketplace.
Negotiated cash cattle make up less than 20 percent of the market yet set the price for
the other 80 percent of cattle sold through formula contracts and or cattle futures
market.
USCA supports S.3693 introduced by Senators Chuck Grassley and Jon Tester and
H.R. 7501 introduced by Iowa Democrats Reps. Abby Finkenauer, David Loebsack and
Cindy Axne. This legislation would require a minimum of 50 percent of each packer
processing plant’s weekly volume of beef slaughter to come as a result of purchases
made on the open market or spot market, defined as those purchases which fall under
Negotiated Purchase.
One of the main reasons the 50-14 bill was introduced is to eliminate anti-competitive
packer-feedlot relationships where packers favor large feedlot operations who agree to
sell only to that packer. The system rewards quantity over quality and gives the packer
pricing leverage when large quantities of cattle are committed on formula-based
contracts. We currently have a system where large feedlots with lower quality cattle
receive a higher price than smaller feeders receive for their high-quality cattle filling the
sale barns and yards in the upper Midwest. Family feeders should be rewarded for
quality, not size.
As an example of how quality can be degraded, consider the hog market. After the pork
industry vertically integrated, the incentive for producers became focused on
throughput, and no producer incentive remains to develop genetics and animals that
yield a higher quality, more flavorful product. The 50-14 mandate is great for producers
wanting to raise quality cattle and provide an exceptional consumer eating experience.
WHAT WE NEED FROM CONGRESS:
•

•

•

The Livestock Mandatory Price Reporting program expires this upcoming
September 30, 2020. USCA would like to see changes made to this program to
provide more accurate and transparent reports of daily prices and number of
cattle purchased via the cash market.
We need to host a Senate Agriculture Committee hearing on the state of the
cattle market to bring forth the relevant experts, stakeholders, and other industry
players to the table to discuss potential solutions for increasing transparency and
true price discovery.
We urge Members of Congress to consider joining the spot market bill as a
cosponsor.
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COMMON ARGUMENTS AGAINST THE BILL AND OUR RESPONSE:
1. We don’t need the government meddling in our free markets, or another
government mandate weighing on us.
Price reporting in and of itself is a government mandate. And because
government mandates restrict our access to selected data, we need to find ways
to work around the confidentially clause that may curtail price reporting in any of
the USDA reporting regions.
We would accept the removal of the confidentially clause within the livestock
Mandatory Reporting program as an alternative to the 50-14 bill. If we could
remove the confidentiality clause, this legislation would not be needed.
2. Requiring packers to purchase fifty percent of their weekly slaughter
volume in the cash market is simply too much.
We understand that producers in Texas and other prominent formula regions
may experience challenges reaching that threshold, but we do have to keep in
mind that for states like Iowa, close to 50 percent of their total transactions occur
in the cash market.
3. Producers shouldn’t be forced to give up their formula agreements or
change the way they do business.
The large corporate feeders are the only producers benefiting from the current
system. This legislation would shift market incentives away from being ‘bigger’,
and toward being ‘better’. The result would be a more competitive, efficient
overall industry with participants who are rewarded for efficiently producing a
high-quality product. Under this bill, Alternative Marketing Arrangements (AMAs),
would still be allowed.
We cannot allow the independent producer to go bankrupt in favor of supporting
the large, corporate conglomerates. This year’s market disruption and food
shortages served as a stark demonstration of the critical importance of diverse
cattle markets. When packing facilities began slowing production, the first ties
they cut were those with independent producers. Corporate feeders went largely
unharmed, due to their contract agreements, while independent producers were
left with over-finished cattle and few, if any, marketing alternatives.
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The below data table shows how just mandating even 30% would increase negotiated
cash trade by approximately 9.4%.

This chart breaks down the effect of even 30% minimum cash trade by region.

These charts provide historical data on negotiated cash trade by year and region.
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