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Dear Mr. Stockton: 
 
Thank you for your letter of March 26, 2020, to the President, regarding issues affecting the price discovery 

system for cattle and the effect the COVID-19 pandemic is having on ranchers and cattlemen in Montana.  

The U.S. Department of Agriculture (USDA) understands the financial difficulties and frustrations 

associated with the decline in cattle prices described in your letter.  I apologize for the delayed response. 
 
The Montana Cattlemen’s Association (MCA) provided several recommendations for market reforms 

intended to aid ranchers and cattle feeders, as well as bolster prices for cattle and fresh beef.  Please see 

below for our response. 
 
Response to MCA Market Reform Request #1: 

Regarding your comments relative to assistance available to livestock owners for losses stemming from 

eligible adverse weather events or other eligible loss conditions, USDA’s Farm Service Agency (FSA) 

continues to administer the Supplemental Disaster Assistance Programs.  In fact, the programs have a 

significant amount of participation in Montana and other western States. 

 

FSA has a guaranteed loan program which can offer loan guarantees of up to 95 percent to commercial 

lenders on loans made to eligible family farmers and ranchers for qualifying purposes.  These loans can be 

used for both operating and farm ownership purposes, so they are a great tool for farmers and ranchers to 

use for long-term planning.  Interest rates for individual loans are determined by the lender, but FSA does 

have existing rules regarding the maximum interest rate that a lender can charge under the program. 

 

Response to MCA Market Reform Requests #2: 

The Consolidated Appropriations Act of 2016, passed by Congress in December 2015, removed muscle 

cuts and ground portions of beef and pork from Country of Origin Labeling (COOL) requirements 

administered by USDA’s Agricultural Marketing Service (AMS).  To conform the COOL regulation to this 

Congressional mandate, AMS published a final rule in March 2016 removing beef and pork from COOL 

requirements.  AMS remains legally prohibited from requiring COOL on beef and pork sold in the United 

States.  
 
However, you may be interested to know that USDA’s Food Safety and Inspection Service (FSIS) received 

two petitions: one from the Organization for Competitive Markets (OCM) and the American Grassfed 

Association (AGA) and another from the United States Cattlemen’s Association to address “Product of 

USA” and similar claims on beef.  The petitions requested that FSIS limit the use of certain voluntary 

labeling claims, such as “Product of USA,” “Made in USA,” and “USA Beef,” to meat products derived 

from domestic origin ingredients, or from cattle born, raised, and slaughtered in the United States.  The 

work being performed by FSIS to consider the issues raised by the petitions is independent from the Food 

Disclosure and Labeling Division of AMS.  
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FSIS ensures labels on FSIS-regulated foods are truthful and not misleading.  On March 26, 2020, FSIS 

announced that it will begin regulatory rulemaking to define the conditions under which the labeling of 

meat products would be permitted to bear voluntary statements that indicate that the product is of U.S. 

origin, such as “Product of USA” or “Made in the USA.”  FSIS intends to propose that such labeling be 

limited to meat products derived from livestock that were slaughtered and processed in the United States.  

FSIS believes that the rulemaking process will allow the Agency to develop a U.S. origin labeling policy in 

a manner that is consistent with the Federal Meat Inspection Act. 

 

Response to MCA Market Request #3: 

USDA works to ensure American producers have access to a healthy domestic market and opportunities to 

sell in international markets.  The U.S. imports less than 10 percent of its beef, while exporting nearly 20 

percent. 

 

Response to MCA Market Reform Requests #4: 

USDA supports efforts to expand negotiated purchasing (spot markets) to increase price discovery and 

functionality in cattle markets.  However, USDA does not consider the existence of captive supply 

relationships, by themselves, to constitute a violation of the Packers and Stockyards (P&S) Act.  In the 

event it appears a type of captive supply arrangement gives rise to a violation of the P&S Act, an 

investigation will be made on a case-by-case basis and, where warranted, appropriate action will be taken.   

 

We are sympathetic with the price volatilities affecting the U.S. industry.  As a member of the World Trade 

Organization, however, the United States has agreed to ensure our domestic trade policies are consistent 

with the rules of the international trading system.  One of those rules is to allow trade to flow freely: not 

just U.S. exports, but reciprocal access for imports where trading partners seek access absent any animal, 

plant, human health, or other concerns.  The international trading system is important for our domestic 

economic development.  These international trading rules help provide transparency, predictability, and 

help ensure our trading partners do not act arbitrarily against U.S. exports. 

 

Response MCA Market Reform Requests #5: 

While USDA understands the frustration regarding the futures market, hedging in the futures market 

provides producers a method to manage price risk by mitigating the impact of price declines, as mentioned 

in outreach materials by University of Georgia, Iowa State University, and Kansas State University.  

Concerning reform to the futures market, the “Boxed Beef and Fed Cattle Price Spread Investigation 

Report”—released by USDA on July 22, 2020—discusses the possibility of USDA, the Commodity 

Futures Trading Commission (CFTC), and the Chicago Mercantile Exchange exploring modifications to 

futures contracts or developing new contracts that could better serve small- and medium-sized producers.  

Related to the futures market and risk management, the Federal Crop Insurance Corporation (FCIC) Board 

of Directors recently approved changes to Livestock Risk Protection to make the product more affordable 

and accessible.
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Additionally, USDA’s Office of the Chief Economist (OCE) is engaging in cooperative agreements with 

universities to investigate pricing issues in the cattle market.  In July 2020, OCE entered an agreement with 

Kansas State University to investigate a range of issues surrounding cattle prices.  OCE also began a 

cooperative agreement with Texas A&M University in September 2020.  This cooperative agreement with 

Texas A&M University will examine the structure of the cattle industry, cattle price discovery and methods 

to address deficiencies, price reporting, and barriers to entry in the packing sector.  The intent of this 

research is to promote competitive and well-informed trade and inform policy and regulatory deliberations. 

 

USDA is ready to assist other Federal Government partners, including the U.S. Department of Justice and 

the CFTC should they choose to investigate possible market irregularities.  

 

Response to MCA Market Reform Requests #6: 

APHIS finalized rules allowing the importation of beef from regions in Brazil (Docket No. APHIS-2009-

0017) on July 2, 2015  based on risk assessments accompanying the original proposed rules.  These 

assessments took into account the epidemiological characteristics of FMD.  Based on these risk 

assessments, APHIS concluded beef from the exporting regions of Brazil could safely be brought to the 

United States if FMD had not been diagnosed in the region within 12 months, that cattle and beef from 

those regions not be comingled with cattle and beef from other regions, and that certain other mitigation 

requirements be met.  APHIS concluded that Brazil possesses the legal framework, animal health 

infrastructure, movement and border controls, diagnostic capabilities, surveillance programs, and 

emergency response capacity to prevent FMD outbreaks within the exporting regions.  APHIS further 

determined that in the unlikely event of an outbreak, these countries would be able to detect, control, and 

eradicate the disease. 

 

 

Additionally, USDA understands there are several legislative options Congress is exploring to lessen the 

price impacts of market disruptions, whether caused by acts of nature, such as fire, storms, flooding, 

drought, or by a disease, such as the COVID-19 pandemic.  USDA stands ready to provide technical 

assistance to any member wishing to explore these options.   

 

We appreciate your engagement on these important issues. 

 

Sincerely, 

      
Sonny Perdue 

Secretary  

 


