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Animal Agriculture:
Selected Issues in the 108" Congress

Summary

Animal agriculture accounts for a significant segment of U.S. agriculture: in
2002, for example, U.S. farmers and ranchers received $94 billion from the sale of
animal products, or about half of all U.S. farm cash receipts.

Various issues important to animal agriculture have generated interest among
lawmakers in the first session of the 108" Congress. For example, under the 2002
farm bill (P.L. 107-171) many food stores in 2004 must provide country-of-origin
labeling (COOL) on ground and fresh cuts of beef, pork, and lamb. The House-
passed USDA appropriation for FY2004 (H.R. 2673) would block funding to
implement COOL for meats. The Senate committeeversion (S. 1427) lacksthe ban.

Elsewhere, lawmakers are keenly interested in the effectiveness of U.S. food
safety and animal health programs — particularly after Canada announced, on May
20, 2003, that one of its cows had “mad cow disease” (bovine spongiform
encephalopathy, or BSE). The United States responded by banning all importsfrom
Canadaof live ruminants and their products. On August 8, 2003, USDA announced
steps to begin lifting the ban on some meat products, based on what it said was a
scientific assessment of risk. USDA aso unveiled a voluntary “Beef Export
Verification” program aimed at satisfying arelated demand by Japan, the top market
for U.S. beef (and pork), for verification that U.S. beef imports are not of Canadian
origin. The COOL and BSE issues have rekindled interest in whether the United
States should move more quickly toward a universal animal identification (and,
possibly, meat traceability) system. Among other issues of interest to lawmakers:

e Consolidation and concentration continueto fuel congressional interest inthe
structure and business methods of agriculture in general and animal
production in particular, and in their impacts on producers and consumers.

e Large anima production units have stirred concerns about impacts on the
environment, including surface water, groundwater, soil, and air.

e Meat and poultry products, among the fastest-growing components of U.S.
agricultural exports, have encountered foreign trade barriers that disrupt
markets and heighten trade tensions. At the sametime, the Administrationis
negotiating new trade agreements that would impact animal product exports.

e Court chalenges to the national beef and pork promotion (“check-off”)
programs have clouded the future of these efforts.

Among the bills affecting animal agriculture are: H.R. 719, H.R. 857, H.R.
2203, H.R. 2270, H.R. 2273, H.R. 2519, H.R. 2932, H.R. 3022, H.R. 3083, S. 27, S.
325, S. 1044, S. 1103, S. 1187, S. 1202, S. 1298, S. 1407, S. 1460, S. 1626, and S.
1644. This report will not be updated; see the CRS Electronic Briefing Book on
AgriculturePolicy, at [ http://www.congress.gov/brbk/html/ebagrl.shtml], for recent
developments.
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Animal Agriculture:
Selected Issues in the 108" Congress

Introduction

A variety of issues important to animal agriculture have generated interest
among lawmakersin the first session of the 108™ Congress, many similar to matters
considered by previous Congresses. They include farm prices, weather-related
concerns such as lingering drought in some parts of the country; trade negotiations
and disputes affecting meat and poultry exports; and the environmental impacts of
large animal feeding operations. Among other issues of concern are government
oversight of meat and poultry product safety; protection of animal health, including
protection against diseases with potentially serious economic consequences; and
guarding against threats of bioterrorism. The May 2003 announcement that a
Canadian cow had “mad cow disease” (bovine spongiform encephal opathy, or BSE)
illustrated the potential for such consequences (see page 27).

Of ongoing interest are the continuing changes occurring in the livestock and
meat markets, including concentration and consolidation in livestock production.
Another issue is increasing globalization, which not only has expanded export
opportunities for U.S. producers but also exposed them to more competition from
imports. Producer groups, meat packers, and others have brought their perspectives
on the impacts — both positive and negative — to the attention of lawmakers, who
have debated and in some cases passed legidation to address these issues. For
example, the U.S. Department of Agriculture (USDA) oversees alaw on mandatory
price reporting for large meat packers, and it is now implementing a law requiring
that all red meat muscle cuts and ground products (along with fresh fruits and
vegetables, peanuts, and seafood) carry country of origin information for the retail
consumer, effective September 30, 2004. Legislation limiting packer ownership or
control of animals before slaughter, and providing USDA with moretoolsto address
competitivenessissues in the industry re-emerged in the 108" Congress as well.

U.S. beef, pork, and poultry producers have long prided themselves as self-
reliant industries that have operated with few if any federal subsidies. Yet in recent
years, government payments have become more commonplace, at least for livestock
producers— particularly intheform of disaster aid and environmental technical and
cost-sharing support. Onthe other hand, such assistanceissignificantly lessthan the
billions of dollars annually provided to crop and milk producers. Moreover, animal
agriculture can be impacted by a variety of government policies like environmental
regulation, food safety laws, and trade disputes and negotiations.
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Industry Overview

Economic Situation. Animal production is a significant segment of U.S.
agriculture. In 2002, for example, U.S. farmers and ranchers received $94 billion
from the sale of animal products, or about half of all U.S. farm cash receipts. 1n 2000
and 2001, they received $100 billion and $106 billion, respectively. Cash receipts
from feed crops add another $20-$25 billion to the value of the sector (not including
soybeans and other oilseeds, which also are often fed to animals).

Thefall in cash receiptsin 2002 was dueto anumber of unfavorable conditions.
At USDA’s Agricultural Outlook Forum 2003, a livestock analyst summarized:

The livestock and poultry sectors experienced a stressful year in 2002 as a
confluence of weather, disease and trade di sturbances affected markets. Drought
gripped much of the nation, diminishing forage and increasing grain costs. As
a result, economic conditions which might have been favorable for cow/calf
producers to hold back heifersto add to the breeding herd were overshadowed
by the continued inability of the forage base to maintain the existing herd and the
cattle cycle entered its 7" year of liquidation. Hog producers expanded
farrowings by about 3 percent in thefirst half of 2002 but as hog prices dropped
in mid 2002 and grain pricesroseto 5 year highs, producers began liquidating
sows and reduced farrowings below year earlier levels. Asaresult, inventories
which were 3 percent above 2001 on June 1, finished the year 1 percent below
2001. The poultry sector was hit with several outbreaks of disease which
although having limited impacts on aggregate production, resulted in disruptions
of trade flows. Coupled with ongoing disputes with Russia on poultry imports,
exports fell sharply and pushed large supplies on the domestic market. Faced
with poor returns, the broiler industry began a sustained production cutback in
the fall of 2002.

Asthe sector movesinto 2003, prospectsfor livestock and poultry are somewhat
improved. Although grain prices are higher than ayear ago, areturn to normal
weather may insure adequate forage suppliesfor the reduced inventory. Tighter
inventories should help support livestock and poultry prices during the year,
setting the stage for an expansion in inventories in the next years. Hog
inventories may begin increasing next year and cattle, the year beyond. Trade
prospects are improved. Although several countries have instituted barriers
which may limit growth in exports to those countries, it is hoped that they will
bring adegree of normalcy to trade patterns. However, anumber of uncertainties
overhang any forecast in 2003. The economy remains sluggish and any
economic disruption could limit meat demand. Diseaseand food safety concerns
are increasing and could derail any expansion if foreign or domestic consumers
shy away from meat consumption.*

Table 1 contains more recent outlook data for meat and poultry. These newer
USDA data serve to illustrate that externalities like trade problems and animal
disease outbreaks can alter forecasts (see “Trade,” below). For example, the
Canadian BSE outbreak contributed, along with other factors, to record-high cattle

Shagam, Shayle D. World Agricultural Outlook Board, USDA. February 21, 2003.
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prices in the fall of 2003. These types of changing conditions help to form the
backdrop for animal agriculture issuesin Congress.

Table 1. Meat & Poultry: Selected Industry Data

2001 2002 2003* 2004*
Beef
Production (million Ibs.) 26,107 27,090 26,649 25,375
Fed steer prices ($/100 Ibs.) 72.71 67.04 81.35 79-86
Feeder steer prices ($/100 Ibs.) 88.20 80.04 87-88 87-96
Consumption (Ibs. per cap.) 66.2 67.6 65.2 62.2
Beef/veal exports (million Ibs.) 2,269 2,447 2,628 2,660
Beef/veal imports (million |bs.) 3,164 3,218 2,891 3,430
Pork
Production (million Ibs.) 19,138 19,664 19,668 19,775
Hog prices ($/100 Ibs.) 45.81 34.92 39.73 38-42
Consumption (Ibs. per cap.) 50.2 51.5 51.2 50.3
Pork exports (million Ibs.) 1,560 1,611 1,681 1,695
Pork imports (million Ibs.) 951 1,070 1,250 1,375
Broilers
Production (million Ibs.) 31,266 31,895 32,210 32,894
Broiler prices (cts./Ib.) 59.10 55.60 61.30 58-63
Consumption (Ibs. per cap.) 76.6 80.5 80.6 81.2
Broiler exports (million 1bs.) 5,555 4,807 4,916 5,100
Broiler imports (million 1bs.) 14 12 13 12
Turkeys
Production (million Ibs.) 5,562 5,713 5,717 5,790
Prices (cts./Ib.) 66.30 64.50 61.20 61-66
Consumption (Ibs. per cap.) 175 17.7 17.7 17.8
Turkey exports (million 1bs.) 487 439 452 465
Turkey imports (million |bs.) 1 1 1 1

Sour ce: USDA/ERS, Livestock, Dairy & Poultry Outlook, various issues; USDA, World
Agricultural Supply and Demand Estimates, various i ssues.
* Forecast.

Trade. The United States is the world's leading producer, consumer, and
importer of beef, and the second leading exporter, holding 20% or more of theworld
export share, according to USDA. The United States is the third leading pork
producer, consumer, importer and exporter, also with an approximately 20% market
share. It is aso the leading consumer, producer, and exporter of poultry meat,
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dominating global exports with about 45% of market share. Total red and poultry
meat exports experienced strong annual gains for 16 years through 2001, reaching
nearly 5 million metric tons(MMT) valued at $7.4 billion, before declining in 2002.
Both red meat and poultry meat exports were expected increase in 2003, USDA
reports.

USDA analysts note that, while trade prospects look brighter, a number of
uncertainties have affected foreign (and domestic) demand, including sluggish
economic conditions, and animal disease and food safety concernsin some markets.
For example, beef demand in Japan, the number one foreign market for U.S. beef,
was disrupted when that country in September 2001 reported itsfirst cases of bovine
spongiform encephal opathy (BSE or “mad cow disease”). Then, the discovery of
BSE in a Canadian cow in 2003 led to a demand by Japan (and South Korea) that
U.S. beef shipments begin to carry verification that they are of U.S. origin.?

After ng therisks of reopening theborder, U.S. officialsbegan admitting
some (low-risk) Canadian beef products in September 2003. Officials are currently
working on a proposal that might allow younger Canadian cattle to enter, perhaps
startingin 2004. Meanwhile, USDA and trade reportsindicate that, asaresult of the
2003 import suspensions and other factors, U.S. cattle supplies werethelowest in a
number of years, contributing to the dramatic increases in U.S. cattle prices.

Separately, Japan has increased tariffs on beef imports, including from the
United States (see page 18 for an explanation). Existing or impending foreign-
imposed import barriers in other key export markets, which U.S. trade officials are
working to reduce or eliminate, aso add to uncertainties.

Industry Structure. Consolidation and concentration have fueled ongoing
congressional interest in the structure and business methods of agriculture. Animal
production and marketing in particular have been moving toward fewer and larger
operations in recent years. Ownership or tight control of more than one phase of
production and marketing by a single firm (known as vertical integration or
coordination) also is more common.

Consolidation and concentration have occurred at varying paces within the
animal production, processing, and marketing sectors. The most dramatic changes
inrecent yearshaveoccurredinthehogindustry. Twenty-fiveyearsago, theindustry
had many more smaller operations that often were part of traditional crop-livestock
farms, whereevery phase from conception through finishingtook place. Today, U.S.
hog production is characterized by afewer number of operationsthat are very large
and likely specializein only one or two production steps. Largefirmsmoretypically
own the pigs, contract their production among many growers, and likely control or
coordinate slaughter, processing, and marketing.

?In early October 2003 U.S. officials were trying to learn the details about a Japanese bull
that recently may have tested positive for BSE. See CRS Electronic Briefing Book,
Agriculture Policy, at [http://www.congress.gov/brbk/html/ebagrl.shtml], page on “‘Mad
Cow’ Disease,” for details.
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Between 1994 and 2001, the number of hog farms declined from over 200,000
to approximately 80,000. However, thehog population hasremained rel atively stable
at an average of 60 million head due to consolidation on larger farms: the percent of
hogs on farms with 2,000 or more head increased from 37% in 1994 to nearly 75%
in 2001, according to USDA. Asof 2002, nearly half of the U.S. hog inventory was
owned by operations with more than 50,000 head.?® Post-production, thefour largest
firms share of hog slaughter climbed from 40% in 1990 to 45% in 1994 to 57% in
2001, according to industry tradedata. These packersnow purchaseat most aquarter
of their hogs on the spot market, compared with nearly 90% a decade earlier,
according to one survey by university agricultural economists.

By contrast, poultry production and processing hasbeen vertically integrated for
decades, almost from its start as a commercial industry.

Structural changes in the beef industry generally have not been as dramatic in
recent yearsasfor pork. Small operations still produce the majority of beef cattlein
the United States, and three quarters of the nation’s beef cattle spend at least some
portion of their life on a small farm, according to USDA.* Nonetheless, the cattle
feedingindustry (the phase after cow-calving and before slaughter) continuesto shift
toward a small number of very large speciadized feedlots that are increasingly
vertically integrated with the cow-calf and processing sectors. Feedlots with 1,000
head or more comprised 2% of the feedlots but marketed 85% of the fed (slaughter-
ready) cattle. Feedlots with 32,000 head marketed 40% of the fed cattle.> The four
largest beef packers accounted for 68% of all slaughter in 2001, about the same as
in 1994 but up from 59% in 1990, according to industry trade statistics.®

Debate hasrevolved around the impacts— negative and positive— of industry
structural changes on livestock prices, on the traditional system of smaller-sized,
independent, family-based farms and ranches, and on the rural communities where
they live and do business. Also at issue areimplicationsfor consumers, for tradein
a globa economy, and what role government should play in monitoring and
regulating agricultural markets. Policy makers are examining whether current laws
for ensuring competition and antitrust still are appropriate — and are properly
enforced — as well as whether new policy approaches might be considered.

3USDA, Economic Research Service (ERS). Economic and Structural RelationshipsinU.S.
Hog Production (Agricultural Economic Report No. 818), February 2003.

“ERS, “Where' stheBeef? Small FarmsProduceMgjority of Cattle,” Agricultural Outlook,
December 2002. Thearticle provides adefinition of asmall cattle operation, which differs
depending upon whether it is full-time or part-time.

°*ERSbriefingroomon cattleat [ http://www.ers.usda.gov/Briefing/Cattle/Background.htm].

®The large farmer-owned cooperative Farmland Industries, which was the fourth-largest
cattle slaughter firmand thefifth-largest hog slaughter firm (source: Cattle Buyer s\Weekly),
declared bankruptcy protection in 2002. Smithfield Foods, the largest U.S. hog slaughter
firm, is moving to acquire Farmland Food, the cooperative' s hog business, which would
increase Smithfield’ smarket sharefrom 20%to 27%. See: Tweeten, Luther, July 23, 2003,
testimony before the Senate Judiciary Committee. Tweeten's testimony argues that the
pending acquisition will bring greater benefits than costs. It can be viewed at
[http://judiciary.senate.gov/hearing.cfm?d=869].
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Market Oversight. USDA’s Grain Inspection, Packers and Stockyards
Administration (GIPSA) is charged with oversight of animal markets, primarily
under the Packersand Stockyards Act (P& SAct) of 1921, asamended (7 USC §192).
However, the agency does not have direct antitrust authority. Rather, itsroleisto
maintain fair competitionrules. Specifically, the P& SAct makesitillegal for ameat
packer or poultry dealer to engage in or use any unfair, unjustly discriminatory, or
deceptive practice or device, give undue/unreasonable preference/advantage to
personsor localities; apportion supply among packersinrestraint of commerce; trade
in articles to manipulate or control prices, or to create a monopoly; or conspire to
apportion territory, or sales, or to manipulate or control prices. GIPSA isauthorized
toinvestigate aleged violationsinthe livestock industry but not the poultry industry.

The Department of Justice (DOJ) has the authority under several statutes to
prosecute anti-competitive acts generally, including viol ations of the P& S Act upon
referral by GIPSA.” Generdly, the goal of antitrust regulation is to protect
competition for the benefit of consumers. Regulations are not intended to keep
existing competitors (producers) in the market, but rather to protect the market from
unlawful anti-competitive behavior. USDA has undertaken a number of actions
intended to address concentration and to promote competition, including: (1)
enhanced reporting of livestock prices and other marketing data, (2) expanded
investigations of procurement and pricing practicesin the fed cattle, hog, and lamb
sectors, and of poultry companies contracts with growers, and (3) an overhaul of
GIPSA to strengthen its ability to investigate and pursue prosecution of anti-
competitive practices

Severd initiatives have been aimed at strengthening USDA'’s oversight of
livestock markets and/or studying them. A September 2000 report by the General
Accounting Office (GA O) determined that GIPSA |acksthe staff, the budget, and the
expertiseto i nvestigate anti-competitive behavior inthelivestock industry.® GAO’s
recommendationsincluded callsfor an earlier integration of attorneysin theplanning
and review of investigations, and for closer consultation between GIPSA, DOJ, and
the Federal Trade Commission (FTC) during investigations. A requirement that
USDA implement GA O’ srecommendationsfor improving theadministration of the
P&S Act was signed into law on November 9, 2000 (P.L. 106-472).

Examples of other federal agencies that exert various regulatory or oversight
authorities over animal industry are USDA’ s Agricultural Marketing Service (e.g.,
market price reporting and country of origin labeling); USDA’s Food Safety and
Inspection Service (meat and poultry food safety); USDA’s APHIS (animal health
protection); the Environmental Protection Agency (regulation of discharges from
large animal feeding operations); and the Food and Drug Administration (animal
drug regulation).

"For amore detail ed description of the various authorities and agenciesinvolved, see CRS
Report RS20562, Merger and Antitrust Issuesin Agriculture: Satutes and Agencies.

8U.S. Government Accounting Office. RCED-00-242: Packersand StockyardsPrograms:
Actions Needed to Improve Investigations of Competitive Practices. September 2000.
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Packer Ownership

Issue

More packers today are feeding animals that they own in advance of slaughter,
or are using contracts with producers to obtain their animals. Critics contend that,
aspackersbuy fewer animalson the spot (open or public) market, they gain excessive
market power, in part through less price transparency. They want Congressto enact
legislation that would ban packer ownership and control of livestock.

Background

Many animal producers believe that the increasing concentration and other
changes in their industries have resulted in aless competitive market environment
and contributed to lower prices than they otherwise could receive. They argue that,
as meat packers (those who slaughter and process animals) acquire more of their
production needs through direct ownership, through closed contracts with animal
feeders, or through other marketing arrangements, these packers purchase fewer
animals on the spot market. The resulting reduction in price transparency worksto
their increasing disadvantage, they argue, because packers have more access to
pricing information (and the ability to use it advantageously) than do producers.

USDA and private market analysts believe other factors, like imbalances in
supply and demand, are the most significant factors in price determination. Those
who defend marketing contracts say they provide more stable producer prices than
the spot market. Opponents of a packer ban also argue that it would undermine
production efficiency gains made in recent years. They contend that production and
processing firms must become larger in order to capture lower per-unit costs when
operating at or near capacity. They argue that vertical coordination and the use of
advance marketing arrangements ensure a steady supply to fill this capacity. Such
arrangements also are areflection of today’ sagricultural markets, which are shifting
from the production of a few homogenous commodities (e.g., cattle, hogs) without
a particular market in mind, to creation of a wider variety of specific, consistently
high-quality products in response to consumer signals, they assert.

Past government-sponsored studies have been inconclusive on the relationship
between agribusiness consolidation and farm prices. One, Concentration in
Agriculture: A Report of the USDA Advisory Committee (June 1996), confirmed
widespread producer distrust of cattle pricing and procurement by packers. Among
its recommendations were improved market data collection (to reflect modern
marketing practices), better access to the data by all segments of the industry, and
more vigorous enforcement of existing antitrust laws. (Also see CRS Report
RL31553, Livestock: A Ban on Packer Ownership.)

Role of Congress

In the 107" Congress, the Senate farm bill (S. 1731; H.R. 2646 as amended)
contai ned aprovision (Johnson amendment) that woul d have prohibited packersfrom
owning, feeding, or controlling livestock for more than 14 days prior to slaughter.
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Livestock producer-owned cooperativesand entitiesowned by such cooperatives, and
producer-owned packers that slaughter less than 2% of U.S. totals were exempted
from the ban. The provision was not in the House-passed farm bill (H.R. 2646), and
was deleted by House-Senate conferees from the final legidlation (P.L. 107-171).
Conferees instead promised to conduct a comprehensive examination of U.S.
livestock markets and potential legislative solutions. The chairman of the House
Agriculture Committee, in August 2002, sent al etter to producer groups, economists,
packers, and others asking for answers to more than 20 detailed questions on the
current state of the markets.

The 108" Congressprovided, in the consolidated appropriationsact (P.L. 108-7)
covering FY 2003 funding for USDA, $4.5 million for a broad, 2-year study of the
market and economic implications of laws that would prohibit packer control of
livestock. GIPSA, whichisresponsiblefor the study, wasdirected in report language
to tap those with industrial organization and business expertise (i.e., beyond
traditional agricultural economics).

GIPSA proposed, initsnext (FY 2004) budget request, anincrease of $1 million
to implement anew pilot program to audit the top four steer and heifer meat packers.
Such audits, which USDA said have never been conducted, are aimed at ng
the integrity of the packers financial records. However, the House-passed USDA
appropriation (H.R. 2673; H.Rept. 108-193) does not include this funding. The
Senate Appropriations Committee version (S. 1427; S.Rept. 108-107) was awaiting
floor action after the August recess. Also inthe FY 2004 GIPSA budget proposal is
a$500,000 request to conduct a“ comprehensive, industry-wide review” of the P&S
Act and its regulations, which has not occurred since its passage in 1921, even
though “the industries it regulates have undergone dramatic structural changes,”
USDA'’ s budget summary states.

Meanwhile, companion bills banning packer ownership re-emerged in 2003 in
the Senate (S. 27 by Senator Grassley) and House (H.R. 719 by Representative
Boswell). These measures would prohibit packers from owning, feeding, or
controlling livestock for more than 7 days prior to slaughter. Farmer cooperative-
owned packers exempted from the ban would be those that process fewer than
100,000 hogs or 125,000 cattle per year. This number would be consistent with the
exemption level in the livestock mandatory price reporting law, now in place under
P.L. 106-78 (see page 9). Senator Grassley also introduced S. 325, to require large
packersto buy 25% of their daily slaughter needs from the spot market; and S. 1644,
to prohibit packers with annual slaughter capacity of more than 20 million swine
from dlaughtering more than 10 million packer-owned swine in a calendar year.
Senator Enzi introduced a bill (S. 1044) that, among things, would require forward
contracts (also defined as those providing for delivery more than 7 days after the
contract date) to have a fixed based price on the day the contract is signed, and to
limit the size of each contract to no more than 40 cattle or 30 swine.

OnJuly 23, 2003, the Senate Judiciary Subcommitteeon Antitrust, Competition
Policy and Consumer Rights held a hearing “Agricultural Consolidation and the
Smithfield/Farmland Deal,” where the packer ownership issue was a major topic of
debate. The packer ban wasthe subject of aJune 21, 2003, field hearing in Nebraska
held by the House Agriculture Subcommittee on Livestock and Horticulture.
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Mandatory Price Reporting

Issue

The Livestock Mandatory Price Reporting (LMPR) law, implemented in 2001
by USDA, is due to expire in October 2004, near the end of the 108" Congress.
LMPR was passed as part of USDA’s FY 2000 appropriation (P.L. 106-78), to
address the concerns of some livestock producers about low prices, increasing
industry concentration, and the availability of priceinformation. Under the previous,
voluntary system, USDA reported dataprovided on avoluntary basisby meat packers
and processors on the prices they pay for animals. The new law requires large
packers to report not only negotiated sales, but also forward contract and formula
arrangement transactions.

Background and Analysis

Under the broad authority of the Agricultural Marketing Act of 1946 (7 U.S.C.
1621-1627), USDA’s Agricultural Marketing Service (AMS) had long collected
livestock and mest price and related market information, on a voluntary basis. The
agency’ strained market reportersattended public livestock auctions, visited feedl ots
and packing plants, personally contacted many individual buyers and sellers, and
consulted with trade associationsto devel op dataso buyersand sellersall would have
access to accurate and objective information from major markets throughout the
country. The information was disseminated through daily, weekly, monthly, and
annual written and electronic reports covering sales of live cattle, hogs, and sheep,
and of the wholesale meat products from these animals.

In morerecent years, growing numbers of animals have been sold under private
marketing arrangements where prices have not been publicly disclosed or reported.
Some agricultural producers, believing such arrangements made it difficult or
impossible for them to determine “fair” market prices for their livestock, called for
mandatory price reporting (MPR) requirements for packers and others who process
and market meat. Opponents of MPR, including some meat packers, and other
farmers and ranchers, argued that MPR would impose costly new burdens on the
industry and could cause the release of confidential company information.

LMPR requires the reporting of market information by meatpackers who
slaughter an average of at least 125,000 cattle, 100,000 hogs, or 75,000 lambs per
year and by importers with annual imports of 5,000 tons of lamb. USDA in turn
must publish frequent, detailed reports on these transactions. Besides preempting
state laws, the measure subjects packersto civil penalties of up to $10,000 for each
violation of not reporting, and requires USDA to collect and publish at least monthly
information onretail pricesfor meat and poultry products. Thelaw alsoincreasesthe
number of required reports. New reportsunder LMPR includethe prior day’ sswine
market; forward contract and formula marketing arrangement cattle purchases,
packer-owned cattle and sheep information; sales and purchases of imported boxed
lamb cuts; and live lamb premiums and discounts. (AMS continues to collect
information under thevoluntary system. However, only datanot published under the
mandatory system are still published under the voluntary system.)
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Role of Congress

The 108™ Congress could be asked to consider |egislation extending mandatory
price reporting. If so, among the issues likely to arise are: whether the program has
in fact brought more transparency to livestock markets, and is more effective at
transmitting price information, than the longstanding voluntary system; whether the
cost and administrative burdens outweigh benefits; and whether price dataproblems
that arose with USDA’ s implementation of the program have since been fixed, as
officials assert. (See aso CRS Report RS20079, Livestock Mandatory Price

Reporting.)
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Country-of-Origin Labeling

Issue

Federal law requires most imports, including many food items, to bear labels
informing the “ultimate purchaser” of their country of origin. Various raw
agricultural productsgenerally have been exempt. The2002farmbill (P.L. 107-171)
contains arequirement that many retailers provide, starting on September 30, 2004,
country-of-originlabeling (COOL ) onfresh fruitsand vegetabl es, red meats, seafood,
and peanuts. The programisvoluntary until then. Some food industry and producer
groups want Congress to override the mandate; such language (banning funds for
implementation of COOL for meats only) is in the House-passed version of the
FY 2004 USDA appropriation (H.R. 2673). Other producer groups are seeking
retention of the mandate.

Background and Analysis

In the 107th Congress, the House-passed farm bill (H.R. 2646) had included
COOL for fresh produce only. The Senate-passed version extended it also to meats,
peanuts, and seafood. Confereesin 2002 essentially accepted the Senate coverage.

Proponentshaveargued that COOL will help U.S. farmersand ranchersbecause
consumers, if offered a clearer choice, would choose domestic over foreign farm
products. They argue that the economic benefits to U.S. producers will outweigh
implementation costs, which, they believe, have been grossly overestimated by
USDA and other opponents. Supporters maintain that consumers have a right to
know wheretheir food isfrom, particularly in light of recent animal health and food
safety concerns such as outbreaks of bovine spongiform encephal opathy (BSE, or
“mad cow disease”) in some other countries— many of which, they add, have their
own COOL requirements.

Criticscounter that COOL isathinly disguised trade barrier intended to increase
the costs of imports, and that it will undermine the United States' own efforts to
reduce foreign trade barriers and expand markets for U.S. producers. Critics argue
that implementation burdens will far outweigh any economic benefits to U.S.
producers and those who market their commodities; and that the U.S. meat industry
in particular will be less competitive with poultry, which is not covered by COOL.
Opponents also maintain that mandatory COOL does not increase food safety and
publichealth (nor doesit protect animal health); they contend that scientifically based
protection programs, not geographical labels, are the answer.

Role of Congress

TheHouse A ppropriations Committeein June2003 reported the FY 2004 USDA
appropriation (H.R. 2673; H.Rept. 108-193) with language prohibiting the use of
funds for implementing mandatory COOL for meats only. On July 14, 2003, the
House defeated a floor amendment to delete the committee-approved prohibition,
208-193, before clearing the entire bill. In the Senate, the committee-reported
version (S. 1427; S.Rept. 108-107) lacks the spending ban. Several proposals to
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amend COOL have been offered. One bill (H.R. 2270) would extend the COOL
requirement to poultry and goat meat, and would permit animals born prior to
October 1, 2004, to be exempt from coverage. Another proposal (H.R. 3083) is
intended to ease producer recordkeeping requirements, delete the current law’s
prohibition against a USDA-imposed mandatory animal identification system, and
eliminate third-party audit provisions.

The Senate Agriculture Subcommittee on Marketing, Inspection, and Product
Promotion held afield hearing on COOL on April 22,2003 in Joplin, Missouri. The
House Agriculture Committee held ahearing to review COOL on June 26, 2003, and
its subcommittee on Livestock and Horticulture held another (mainly on non-meat
commodities) on October 1, 2003.

(For moreinformation see CRS Report 97-508, Country-of-Origin Labeling for
Foods, and CRS Report RL32012, Animal Identification and Meat Traceability.
Also, the General Accounting Office recently issued a report examining the cost
impacts and other aspects of COOL. See GAO-03-780, Country-of-Origin
Labeling: Opportunitiesfor USDA and Industry to Implement Challenging Aspects
of the New Law.)
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Disaster Aid and Economic Assistance

Issue

Early in the 108" Congress, lawmakers passed a consolidated FY 2003
appropriations measure (P.L. 108-7) that includes a$3.1 billion agricultural disaster
assistance package. A portion of the funds is earmarked for livestock producers,
supplementing actions taken earlier by the Administration to help compensate them
for losses due to more than 2 years of drought. Continuing weather-related and/or
revenue losses could create pressure for additional |egidlative action.

Background and Analysis

Severe drought adversely impacted crop and livestock production throughout
the U.S. farm belt in 2001 and 2002; it continued in some areasin 2003. The 107"
Congress debated, and the 108™ Congress ultimately provided, ad hoc assistance for
producers suffering disaster-related losses during the period. Proponents of the
additional assistance had argued that ongoing programsfor natural disaster assistance
likecropinsurance, the noninsured assi stance program, and emergency disaster loans
wereinadequate, particularly for livestock producers. Othersraised concerns about
the cost of such additional aid, particularly in the face of a large federal budget
deficit.

Of the $3.1 hillion in P.L. 108-7 for emergency farm assistance, $250 million
is specifically provided to compensate livestock producers for 2001 or 2002 forage
or feed losses caused by natural disaster. The program isbeing administered likethe
ad hoc 1999 livestock assistance program (LAP). To receive LAP aid, a producer
must be in a county declared adisaster by the President or Secretary of Agriculture,
and must choose between either 2001 or 2002 losses. USDA announced that
program signup will run from August 6 through October 24, 2003. It isintended to
addressthe needsof producersnot adequately covered by thelivestock compensation
program (LCP) (see below). Producers cannot, however, receive payments under
both programs.®

P.L. 108-7 aso removes date restrictions for LCP €ligibility. USDA
implemented this program administratively on October 1, 2002, to provide direct
payments to producers of cattle, sheep, goats and buffalo who were in a county
declared adisaster areaby the Secretary between January 1, 2001, and September 19,
2002. Payments were set at $18 per adult beef cattle, $13.50 for certain livestock
over 500 pounds, and $4.50 per sheep or goat, with per person payment limits of
$40,000. Those with qualifying grossincome over $2.5 million were ineligible.

P.L.108-7, extended LCPtodligibleproducersin any county declared adisaster
area between January 1, 2001, and February 20, 2003 and who did not already
receive LCP assistance. Signup for the expanded program was April 1 through June
2003. Catfish producers also are now €ligible for atotal of $34 millionin program

°Information and updates on these programs can be found at [ http://disaster.fsa.usda.gov/].
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funds, to be provided through state agencies. The original LCP was estimated by
USDA to cost $752 million. Inearly December 2002, USDA administratively made
available another $185 million, bringing available funding to $937 million. As of
August 7, 2003, USDA had made more than $1 billion in LCP payments.

Funding for the program originally was provided through USDA Section 32
funds, which originate from a portion of Customs receipts and which typically are
used to buy surplus agricultural commaodities for distribution to domestic nutrition
programs. Paymentsto producersin newly qualified countieswill befunded through
USDA’s Commodity Credit Corporation (CCC). P.L. 108-7 aso provided $250
millionin CCC fundsto compensate Section 32 for aportion of the past payments.*°

USDA also hasexercised its standing authority to release other disaster-related
livestock assistance. For example, in fall 2002, it released more than 250 million
pounds of nonfat dry milk (NDM) that it had acquired earlier under the dairy price
support program. The stocks were provided to mills where dligible livestock
producers could use vouchers to buy feed, valued at $150 million, made from the
NDM. In early April 2003, the Secretary of Agriculture announced the release of
more NDM stocks to approximately 100 counties in nine states where extreme
drought persisted: Arizona, Colorado, Kansas, Montana, Nebraska, New Mexico,
South Dakota, Utah, and Wyoming. In mid-June, the program was expanded to a
total of 134 countiesin 10 states (Idaho was added). In other administrative actions
USDA by late summer 2003:

e Had beenissuing morethan $16 million in refundsto eligible producersin 28
stateswhose Conservation Reserve Program paymentswere reduced |l ast year
for haying and grazing on CRP lands;

e Had created a Drought Coordinating Council to monitor ongoing conditions
and to coordinate responses;

e Had announced pilot programs extending revenue insurance to fed or feeder
cattle producers in 11 states (these are risk management pilots that will
provide price protection coverage from 70-95% of expected ending value,
with the Federal Crop Insurance Corporation subsidizing 13% of aproducer’s
premiums). A similar pilot for slaughter hog producersis entering its second
year.

Role of Congress

Whether the 108" Congress will determine aneed for additional disaster aidin
2003 and/or 2004 remainsto be seen. For example, S. 1626 isaproposed emergency
aid bill that would include coverage for livestock-related losses. Deliberations on
this or other measures will be influenced by, among other things, weather and
economic conditions in farm states, federal spending constraints, and electoral
politics. Underlying such deliberations are not only the effectiveness of current
federal emergency disaster aid, but alsowhat role, if any, the government should play
in helping farmers and ranchers manage risk.

19See CRS Report RS20235, Farmand Food Support Under USDA' s Section 32 Program.
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Commodity Promotion Programs (Check-Offs)

Issue

Over the past 35 years, Congress has enacted laws authorizing generic
promotion (“check-off”) programs for various farm products. Supporters view the
programs, which fund advertising, research and other market-enhancing activities,
as self-help; government involvement and cost are minimal. Producers and, often,
importers, are required to fund them through assessments, usually deducted from
revenue at time of sale (thus the name check-off). The U.S. Department of
Agriculture’ s(USDA’s) roleislargely limited to administrative and oversight duties.

Both beef and pork are among the 15 or so agricultural commaodities subject to
federally-mandated assessments under free-standing research and promotion
programs. A vocal segment of these industries has been challenging the mandatory
aspects of check-offs, which, they contend, are “taxes’ for activitiesthey would not
underwrite voluntarily. Groups representing beef and pork producers have mounted
legal actions in the federal courts. Supreme Court rulings on two similar cases
involving mushrooms, and peaches and nectarines, provide some precedent for the
current pork and beef cases. Theselegal actionshave created much uncertai nty about
the check-off programs’ future.

Background and Analysis

In 1997, the Supreme Court ruled (in Glickman v. Wileman Bros. & Elliot, Inc.)
that check-offsfor peachesand nectarinesdid not violate plaintiffs’ First Amendment
rights. However, in 2001 the Court found (in United States v. United Foods, Inc.)
that the mushroom check-off was a violation of the First Amendment and therefore
unconstitutional because it forced producers to pay for commercial speech. The
Court reasoned that, unlike the 1997 case, the mushroom check-off is a stand-alone
program whose principal objective was advertising. The peach and nectarine order,
on the other hand, rather than a stand-alone promotion program, is part of a more
comprehensiveregulatory scheme, i.e., one of themarketing ordersauthorized by the
Agricultural Marketing Agreement Act of 1937 asamended. (For an explanation see
CRS Report RS20512, Federal Marketing Orders for Fruits, Vegetables, and
Soecialty Crops.)

These Supreme Court decisionsloom over legal challenges of the beef and pork
check-off programs. OnJune 21, 2002, aU.S. District Court in South Dakotaagreed
that the national beef check-off (which began in 1986 and has funded, among other
things, the “Beef — it's what's for dinner” campaign) also violates the First
Amendment. The court ordered all beef assessments (amounting to atotal of more
than $80 million annually) to halt by July 15, 2002, but the order was stayed while
the U.S. Government appeals the ruling. A panel of the Eighth Circuit Court of
Appeals, on July 8, 2003, upheld the lower court’s ruling. On the other hand, on
November 1, 2002, aU.S. District Court in Montanaruled in a separate case that the
beef check-off law is constitutional .
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On October 25, 2002, a U.S. District Court in Michigan ruled that the pork
check-off law (theprogram beganin 1986) al soisunconstitutional becauseit violates
complainants' rights of free speech and association; this ruling also was stayed
pending appeal. Thepork program collectsatotal of about $55-$60 millionannually.
The Supreme Court ultimately could again be called upon to resolve both the beef
and pork cases.

Also pursuing regulatory avenues, pork check-off opponentscoordinated by the
Campaign for Family Farms requested that USDA conduct a producer referendum
on whether or not to continue the program. In August-September 2000, USDA
conducted a non-binding referendum, which, the Department determined, garnered
enough votes to end the check-off. However, the National Pork Producers Council
(NPPC) led acourt challengeto block afinal termination rule. Subsequently, USDA
on February 28, 2001, announced a settlement with the suit’ s plaintiffs allowing the
program to continuewith modifications. Theagreement isaimed at ensuring that the
national pork promotion board operates separately from NPPC, and that the board
will be more responsive to producers concerns about its activities. In addition,
USDA isto conduct asurvey no earlier than June 2003, and if 15% of producersand
importers favor a binding referendum, it must be held within one year.

Role of Congress

Other than passing authorizations enabling producer groupsto set up check-off
programs, and periodically conducting oversight, lawmakershave not becomedeeply
involved in the programs— in contrast to their work on major farm subsidies, where
high taxpayer costs and other issues have madethe policiesmorevisible. That could
change if check-offs continue to stir controversy and the courts overturn their
legality. (See CRS Report 95-353, Federal Farm Promotion (* Check-off”)
Programs. USDA’s Agricultural Marketing Service a so has information about the
check-off programson itswebsite at [ http://www.ams.usda.gov/Isg/mpb/lsrp.htm].)



CRS-17
Meat and Poultry Trade Disputes

Issue

The United States is one of the world’s leaders in meat and poultry trade (see
page 3). Meat and poultry products are among the fastest growing components of
U.S. agricultural exports. However, at the sametimethat the industries’ reliance on
foreign markets is increasing, some countries have instituted barriers that have
disrupted exports, threatened future growth, and heightened trade tensions.

Background and Analysis

Russia. Russiaannounced that it wasimposing import quotas on poultry and
tariff-rate quotas on beef and pork, effective April 1, 2003. U.S. exports of poultry
to Russia, by far our largest poultry customer, already had declined by approximately
athirdin 2002 (from a USDA -reported record of approximately one million metric
tons), after Russiabanned them effective March 10, 2002, ostensibly out of concerns
about product safety. During extensive negotiations, U.S. officials several times
announced that these safety issues had been resolved. However, differences over
technical requirements lingered into fall 2003 — long after the Russian agriculture
minister told U.S. reporters that most U.S. plants had met the required health
standards and that all of them would be inspected by July 1, 2003.

Russia s new world import quotafor poultry was reported to be 744,000 metric
tons (MT) for therest of 2003 (May-December), with annual quotas of 1.05 million
MT to bein placefor 2004 and 2005. Much of thistotal poultry quotawas expected
to be allocated to the United States. Although the United States sells little pork or
beef to Russia, new tariff-rate quotas on these products would effectively block any
future U.S. growth there, industry officials had contended. In September 2003, the
U.S. Trade Representative (USTR) announced what was characterized asafavorable
U.S.-Russia market access agreement for poultry, beef, and pork. However, as of
mid-October, different Russian officials were sending conflicting reports as to
whether such an agreement had been reached.

Mexico. U.S. pork and poultry exports to Mexico have been jeopardized by
developmentsin the wake of the scheduled January 1, 2003, end to import dutiesfor
those and other agricultural products under the North American Free Trade
Agreement (NAFTA). Mexicohistorically isthethirdlargest market for U.S. poultry
meat. Inlate January 2003, the Administration announced aU.S. industry-supported
agreement on poultry that established a 6-month safeguard tariff-rate quota (TRQ)
of 50,000MT onU.S. chickenleg quartersentering Mexico, with an over-quotatariff
of 99%. The Administration then negotiated alonger-term agreement to head off a
Mexican safeguard investigation that could have resulted in tariffs of up to 240%.
Thislonger-term agreement, announced in July 2003, setsthe TRQ for U.S. chicken
leg quarters at 46,950 MT from July-December 2003, with over-quota tariffs of
98.8%. Annua TRQswill bein effect for an additional 4 years: 101,000M T in 2004
with an over-quotatariff of 79%; gradually changing to a TRQ of 104,060 by 2007
with an over-quotatariff of 19.8%. (In-quotatariffsare zero, and the TRQswill not
be in effect after 2007 under the agreement.)
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Mexico, the second largest and fastest growing U.S. pork export market, also
launched on January 7, 2003, an anti-dumping investigation of U.S. pork imports.
Preliminary findings, likely this year, could result in high duties and depress U.S.
exports.** USTR announced on June 16, 2003, the filing of a WTO case against
Mexico chalenging antidumping duties it opposed on U.S. beef in April 2000;
already pending isaU.S. challenge of the beef duties under Chapter 19 of NAFTA.
Meanwhile, M exican cattle producershave petitioned the government for asafeguard
investigation onimported beef; Mexicoisthe second largest U.S. beef export market
after Japan.

European Union. A longstanding dispute with the European Union (EU) is
itsban since 1989 on the import of U.S. beef produced with hormones. In 1997, the
WTO ruled that the EU cannot ban, without scientific justification, such imports.
The WTO authorized U.S. retaliation of $117 million in prohibitively high U.S.
duties on a variety of EU agricultural imports. The EU offered to compensate the
United States by enlarging the 20,000 M T quotafor non-hormonetreated beef inlieu
of lifting the ban. The United States has maintained that such compensation, unless
contingent on removing the ban, is unacceptable. On October 15, 2003, The Wall
Street Journal reported that the EU will soon announce that it now has scientific
evidence to support the ban — an indication that the issue is far from resolved.

Japan. The United States and other countries (Australia, New Zealand, and
Canada) that export beef to Japan were hit by an increase in Japanese tariffs on
frozen and chilled beef imports, effective August 1, 2003, to 50% from their current
38.5%. Under so-called “ snapback” tariff provisions of the WTO trade rules, Japan
can impose the higher tariffsif importsincrease by 117%. Japan used, as the base
period for calculating this increase, the time when Japanese consumption was
unusually low due to the BSE outbreaks (see above). The higher tariffsarelikely to
remain in effect until March 31, 2004, according to USDA officias.

Role of Congress

Generally, Congress conducts vigorous oversight of the Administration’ strade
dispute activities. On the Russian meat and poultry issue, for example, some
Members of Congress signed letters to the President urging him to be more
aggressive in resolving the problem. Meanwhile, Section 407 of the Trade and
Development Act of 2000 (P.L. 106-200) directs the U.S. Trade Representative
(USTR) periodically to revise thelist of products subject to trade retaliation, on the
premise that rotating products subject to higher duties will expose a broader swath
of an offending country’ s economy to penalties, thereby creating more pressure for
compliance. Thisso-called“carousal” provisionwasenacted partly out of frustration
over the EU beef hormone and other disputes, but the USTR so far has not employed
the provison. Lawmakers also could seek to withhold support for other
Administration trade initiatives if they are dissatisfied with trade dispute resol ution.

“Mexico did announce in late May 2003 that it was lifting its anti-dumping duties on
imports of live U.S. hogs, which had been in effect since 1999. However, anti-dumping
duties on pork meat are still possible this year, U.S. officials have indicated.
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Trade Agreement Negotiations

Issue

The Administration has signed free trade agreements (FTAS) with Chile and
Singapore. These agreements were approved by both Houses of Congressin 2003
under expedited fast-track procedures spelled out inthe Trade Act of 2002 (P.L. 107-
210).2 Other bilateral negotiations are being pursued with Central America,
Morocco, the Southern Africa Customs Union, and Australia, as are multilateral
negotiations to secure a free trade agreement for the Americas (FTAA) and new
world trading rulesunder the auspicesof theWorld Trade Organization (WTO). Fast
track procedures would also apply to these agreements.

Farm interests, including those representing animal agriculture, generally
support the objectives of such agreements, which for U.S. producers mean removing
import tariffs and other barriers that impede sales of their products in foreign
markets. However, many U.S. producers have become increasingly wary of trade
agreement negotiations. Some have expressed concern that trading partnershave not
fulfilled their commitments under existing agreements; others worry that new
agreementswill exposetheir ownindustriestointensecompetitionfromimportshere
a home. Such concerns are at play as lawmakers consider newly negotiated
agreements in the 108" Congress.

Background and Analysis

A major aim of FTAs is expanding market access through tariff elimination.
Agricultural interests will be concerned about the scope of commodity coveragein
such FTAs and the time periods during which tariffs would be phased out. U.S.
agricultural export and import sectorswill have different concerns about commodity
coverage and schedules, and negotiated agreements will reflect a balance between
U.S. and FTA partners’ interests.

Agreements that open world markets to more U.S. exports are critica to the
U.S. meat and poultry sectors, where foreign sales have offered the greatest
opportunities for growth. As noted earlier, total red and poultry meat exports
experienced strong annual gainsfor 16 yearsthrough 2001, reaching nearly 5Smillion
metric tons (MMT) valued at $7.4 billion, before declining in 2002. Red meat and
poultry meat exports are expected to begin increasing again in 2003, USDA reports.

At the same time, U.S. meat and poultry producers are concerned about any
negotiations that effectively would provide foreign producers with more access to
U.S. markets without offering at least comparable access to U.S. products in their
own countries. Oneview shared by someanimal and other agricultural groupsisthat

2For details on fast-track proceduresfor considering trade agreements and the rel ationship
of fast track to agricultural negotiations, see CRSReport 97-817 ENR, Agricultureand Fast
Track or Trade Promotion Authority, November 7, 2002. For further information on the
Chile, Singapore, and other negotiations, see also the CRS electronic Trade Briefing Book
at [http://www.congress.gov/brbk/html/ebtral.shtml].
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thecurrent U.S. strategy, of completing aseries of separate bilateral or regional trade
agreements before the WTO multilatera trade negotiations are concluded, would
create such unfavorable conditions. Bilaterals are primarily about reducing tariffs.
Many of the trade barriers encountered by U.S. agricultural exporters involve
nontariff issues, such as what they view as unjustified sanitary and phytosanitary
(SPS) measures, and high foreign export and domestic subsidies.

In the view of these groups, a successful multilateral (Doha) round, now
scheduled to be completed at the end of 2004, could more effectively address such
issues and would be more likely to create greater long-term export growth than the
bilateral and regional measures. However, progressin the Doharound hasfallen far
short of expectations.

Negotiationsfor afreetrade agreement with Australiaare of particular concern
to U.S. animal producers. Negotiations are not expected to be completed until 2004
at the earliest.** The United States has along-running agricultural trade deficit with
Australia. U.S. exportsto Australiawere valued at $338 million in 2002 compared
with between $400 million and $500 million annually 10 years earlier. Meanwhile,
from just over $1 billion annually 10 yearsearlier, Australiaexported $1.9 billion in
agricultural productsto the United Statesin 2002. Approximately $1.1 billion of the
2002 value were red meats, mainly beef and some lamb. Australian beef is now
subject to U.S. tariff rate quotas. Besidestheir concern about even greater Australian
competition in these products, U.S. producer groups contend that overly rigid
Australian SPS measures have blocked U.S. shipments of pork and chicken, among
other agricultural products.

Role of Congress

Fast track procedures for congressional consideration of legislation to
implement trade agreementsincludestrict timelimitson debate, no amendments, and
an up or down vote. Congress must be notified of the Administration’s intent to
negotiate a trade agreement or to sign an agreement. The 2002 Trade Act requires
extensive consultation between the Administration and Congress before and during
negotiations. Fast track, or Trade Promotion Authority (TPA) as it is currently
called, enables the President to assure trading partners that negotiated agreements
will not be changed when presented to Congress. At the same time, extensive
consultation and oversight requirements ensure that Congresswill havearolein the
negotiations.

As Congress monitors ongoing negotiations and considers implementing
language for new agreements, groups representing meat and poultry producers can
be expected to ensure that their perspectives and concerns are heard. Prospective
bilateral and regional trade agreements, e.g., with Australia and parts of Latin
America, also could receive lukewarm receptionsfrom farm-state |lawmakersif they
perceive that meat and other agricultural trade disputes (see page 17) are not being
resolved to their satisfaction.

BCRS Report RS21476, U.S-Australian FTA Negotiations. This report also contains
information on the agricultural aspects of the negotiations.
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Environmental Issues

Issue

With animal agriculture increasingly concentrated in larger, more intensive
“factory-style” production units, concerns arise about the impacts of operations on
the environment, including surface water, groundwater, soil, and air. (A related
issue, largely dealt with at the local level, concerns odors from large feedlots near
residential areas,) Contaminants from manure, if not properly managed, also can
affect human health. Policiesto address such concernsinclude regulation, primarily
of largefeedlots under the Clean Water Act (CWA; 33USC 1251 et seq.), aswell as
technical and financial assistance for producers. At issue are the effectiveness of
these policies, and the appropriate roles for the public and private sector, in
mitigating any adverse environmental effects.

Background and Analysis™

Animal manure frequently is used beneficially on farms to fertilize crops and
add nutrients to the soil. However, as livestock production has become denser and
more spatially concentrated, the amount of manure nutrients relative to the
assimilative capacity of land available on farms for application has grown. Of the
estimated 238,000 large U.S. animal feeding operations (AFOs), swine and poultry
have seen the most growth. From 1982 to 1997, numbers of hogs raised in large
AFOs increased 12-fold; the greatest geographic concentrations now are in
Oklahoma, Arkansas, North Carolina, northern lowa, and southern Minnesota.
During the same period, large-AFO poultry output increased 218%, with
concentrations now in southeastern and western coastal states; and Minnesota and
surrounding areas.

Waste discharges from large concentrated animal feeding operations (CAFOS)
into the nation’ s waters are regul ated under the CWA.*®> The Act’ srules governing
these discharges had not been revised since the 1970s, despite the many changes of
the past two decades in animal agriculture. In the late 1990s, the Environmental
Protection Agency (EPA) initiated areview of the regulations, in part to satisfy the
settlement terms stemming from an earlier lawsuit brought by environmental groups.
The Clinton Administration proposed rulerevisionsin December 2000, and theBush

¥“Source: Primarily CRS Report RL31851, Animal Waste and the Environment: EPA
Regulation of Concentrated Animal Feeding Operations (CAFOs).

Under EPA regulations, an AFO is a facility where livestock or poultry are raised or
housed in confinement under the following conditions: (1) animals are confined or
maintained for a total of 45 days or more in any 12 month period; and (2) crops are not
sustained in the normal growing season over any portion of thelot or facility (i.e., animals
are not pastured or on rangeland). CAFOs are AFOs that meet minimum size thresholds
(number of animals) plusone of thefollowing conditions: (1) pollutantsare discharged into
navigable waters through a manmade device; or (2) pollutants are discharged directly into
waters of the United States that originate outside of and pass over, across, or through the
facilities or otherwise comeinto direct contact with the confined animals. CAFOs account
for less than 5% of AFOs but raise more than 40% of confined U.S. livestock.
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Administration issued afinal, revised set of regulations on December 12, 2002 (the
final rule was published in 68 Federal Register 7175-7274, February 12, 3003).

The new rules are expected to require an additional 11,000 CAFOs to have
pollution discharge permitsand manure management plans, compared to 4,500 under
prior rules. Overal, the fina rules are generally viewed as less stringent than the
proposal, afact that strongly influences how interest groups have responded to them.
Agriculture groups have said that the final rules are workable, and they are pleased
that some of the proposed requirementswere scal ed back, such as changesthat would
have made thousands more CAFOs subject to regulation. However, some continue
to question EPA’ s authority to issue portions of the rules. Many states had been
seeking moreflexible approachesthan EPA had proposed and wel comed thefact that
the final rulesretain the status quo to alarge extent. Environmentalists contend that
the rulesrely too heavily on voluntary measuresto control runoff and fail to require
improved technology. Environmentalists and several agriculture industry groups
have filed lawsuits challenging the rules in a number of different federal courts.

One concern of environmentalists is that no regulations address CAFO air
pollutant emissions such as ammonia, hydrogen sulfide, and methane. Scientists
generaly believe such emissionshave environmental impacts, but most believe more
research is needed to determine public health impacts. Industry groups note that
water pollution control technologies, the subject of CAFO rules, do not address air
emissions, and proven air abatement technol ogies are needed before adopting rules.

Livestock operators face costs for manure handling requirements and for
devel oping and implementing nutrient management plans. Among severa programs,
a key source of federa money is the Environmental Quality Incentives Program
(EQIP) administered by USDA’s Natural Resources Conservation Service. EQIP
provides technical assistance, cost sharing, and payments to aid producers with
conservation and environmental improvements and practices. Under the 2002 farm
law (P.L. 107-171), annual mandatory spending for EQIP isincreasing, from $200
million to $1.3 billion by FY 2007. Sixty percent of available funding is targeted to
livestock (the rest to crops). FY 2003 appropriations for EQIP are $695 million.
According to the General Accounting Office, neither EPA nor the states have the
staff and resources to adequately implement the water quality rules (Livestock
Agriculture, Increased EPA Oversight Will Improve Environmental Program for
Concentrated Animal Feeding Operations (GAO-03-285), January 2003).

Role of Congress

Astherulesareimplemented, and if new environmental concerns about animal
agriculture arise, Congress could be asked to address such issues as: the adequacy of
EQIP and other funding to help producers, states, and the EPA with compliance and
implementation; the need for research to encourage new technol ogies for managing
animal wasteand to measureair quality impactsand priorities; and oversight of EPA,
state, and farmer implementation of the rules. Also, do the revised rules reflect
congressional expectations on dealing with animal waste? Are amendments needed
to clarify or modify lawmakers' current views? (For example, one proposed bill, S.
1407, seeks to strengthen further the regulation of CAFOs.)
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Food Safety

Issuel®

USDA’ sFood Safety and Inspection Service (FSIS) isresponsiblefor inspecting
most meat, poultry, and processed egg products for safety, wholesomeness, and
proper labeling. The Food and Drug Administration (FDA) is responsible for
ensuring the safety of al other foods, including seafood. After September 11, 2001,
much of Congress and food inspection agencies' attention focused on assuring that
food and the U.S. agricultural production system are adequately protected from
bioterrorism. Preceding the concern with bioterrorism, Congress for years has paid
close attention to the efforts of FSIS and the meat and poultry industry to addressthe
ongoing problem of naturally occurring microbiological contamination, which is
responsible for outbreaks of severe and sometimes fatal foodborne illness. A
longstanding issueisthe effectiveness of these effortsand the need, if any, for policy
changes (such as increased FSIS resources) to improve them.

Background and Analysis

Since January 2000, all federally inspected slaughtering and processing plants
are operating under the HACCP (for Hazard Analysis and Critical Control Point)
inspection system. It isintended to prevent contamination by microbial pathogens
at points aong the manufacturing chain where it is most likely to occur. HACCP
complements, not replaces, the traditional system of inspection under existing
statutes, where inspectors examine every animal before and after slaughter, and are
also present at least daily in plants that process meat and poultry after slaughter.

Data show that HACCP may reduce the presence of pathogensin facilitiesthat
produce meat and poultry products. Y et, outbreaks of foodborneillnessand sporadic
recalls of ground beef and other meat and poultry products indicate the ongoing
difficulty of preventing contamination of the productsthemselves. Althoughrecords
show that packing plants for the most part have been abiding by the mandatory
standards for pathogen levels, major players in the industry argue that USDA’s
regulations exceed the HACCP concept by establishing what they view as
impractical, expensivetesting regimesand unrealistic standards. They alsomaintain
that adding HA CCP while maintaining existing requirements increases regul atory
burdens for meat and poultry processors, with no tangible improvement in public
health. Consumer advocates have remained supportive of HACCP, contending,
among other things, that the testing program is effective at reducing pathogens
because it forces companies to emphasize prevention in their operating plans.

On April 24, 2003, the National Academy of Sciences (NAS) made available
itslatest report on food safety. Scientific Criteriato Ensure Safe Food reiteratesthe
Academy’s longstanding recommendations for better connections between public
health agencies and food safety regulatory agencies, and for a science-based,

®Source; Primarily CRS IB10082, Meat and Poultry | nspection Issues, updated regularly.
See also CRS Report RL31853, Food Safety Issues in the 108" Congress.
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transparent strategy for developing food safety criteria. The report contains several
specific recommendations that NAS believes FSIS should implement as soon as
possible to counter the hazard of E. coli O157:H7 in ground beef.

Concerns about bioterrorism preparedness after September 11, 2001, brought
renewed attention to adecades-long debate over whether the 12 federal agenciesand
roughly 35 laws governing food safety should be consolidated into a single food
safety entity. Consumer groupsfavor provisionsto makefederal regulatory oversight
of food safety more consistent across all types of food products, however that might
be achieved. Food processors argue that: (1) increased regulation will not result in
increased food safety until scientifically valid microbiological standards can be
determined; (2) reorganization alonewill not necessarily improve public health; and
(3) reorganization or physical restructuring of agencieswould create huge logistical
problems that could actually interfere with the efficacy of the current system.

Role of Congress

On June 12, 2002, the President signed into law the Public Health Security and
Bioterrorism Preparedness and Response Act (P.L. 107-188). Under the law,
Congress authorized such sums as may be necessary for enhanced FSIS inspection
activitiesin FY 2003 and beyond. The act contains extensive provisions concerning
FDA food inspection also. Toward the end of the 107th Congress, new legislation
to give FSIS mandatory recall authority was introduced in both chambers (S.
2803/H.R. 5230), and debate recommenced on recall proposals introduced earlier
(H.R. 3127, H.R. 4834). Legidation also was introduced to counter a successful
lawsuit by the meat industry challenging pathogen performance standards; S. 2013
would have given FSIS statutory authority to use Salmonella bacteriatest results as
abasis for enforcement actions under HACCP.

In the 108" Congress, the consolidated FY 2003 funding bill (P.L. 108-7),
contains $759.8 million for FSIS. The Administration’s FY 2004 budget request
proposes $797 million for FSIS. Of the $42 million increase over the FY 2003
appropriation, $25.6 million would support hiring more inspectors and increasing
laboratory capacity for analyzing food samples for possible acts of bioterrorism,
among other things. The$42 millionincreasewould befunded through new industry
user fees. New feeincreasesare often proposed but usually not adopted by Congress.
The House-passed FY 2004 USDA appropriations bill (H.R. 2673) would provide
$785.3 million for FSIS. The version (S. 1427) reported by the Senate
Appropriations Committee would provide $783.8 million.

Meanwhile, billsintroduced by Senator Harkin (S. 1103) and by Representative
Eshoo (H.R. 2203) would clarify USDA’s authority to prescribe industry
performance standards for reducing pathogens in meat, meat products, poultry, and
poultry products, and to enforce HA CCP requirements, sanitation requirements, and
the performance standards. Another (H.R. 2273) by Representative Udall would
provide USDA with authority to mandate recalls of unsafe meat and poultry. A bill
(S. 1187) by Senator Clinton would requirethat ready-to-eat meat or poultry products
not produced under a scientifically validated program to address Listeria
monocytogenes be required to bear warning labels for certain at-risk consumers. S.
1202 (Schumer) would require USDA to adopt atraceback system for food animals.
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Antibiotics in Animal Feed

Issue

For some 50 years, livestock and poultry producers having been using
antibiotics to prevent and control diseases, promote more efficient growth, and
address animal well-being. Their use has paralleled the gradual shift in the United
States and in other leading animal producing countries from production on smaller,
more diversified farms, to much larger, specialized, and usually confined, animal
feeding operations. Some scientists, regulators, and others have argued that misuse
or overuse of antibioticsin animal agriculture can create antimicrobial resistanceto
related drugs used to treat human diseases— and they should be phased out. Others,
including many animal producers, counter that such assertions have not been
scientifically proven, and that an unfounded ban would cost producers millions of
dollarsin production costs and harm the quality of animal food products.

Background and Analysis'’

Although antimicrobial agents are used to treat illnesses both in humans and
animals, these agents are al so used for nontherapeutic purposes, i.e., in animal feed
so that chickens, cattle, and pigs grow faster, use less feed, and, sometimes, disease
prevention. Concern isthat such uses can also promote genetic changes that make
microorganisms resistant to antibiotics used to treat human illnesses. The Food and
Drug Administration (FDA) states that due to the diffuse use of antimicrobials, itis
difficult to assess precisely whether the growing resistance in foodborne pathogens
is attributable to the use of antimicrobial drugsin food producing animals or some
other use. Animal producers and the animal drug industry have long argued that a
far more significant cause of antimicrobial resistance is medical doctors, who over-
prescribe antibiotics for people who don’t need them.

The FDA has established standards in its drug approval process for examining
the safety and efficacy of non-therapeutic uses of antimicrobia drugs (both new and
existing ones).®® But critics have complained that the agency is not moving
aggressively enough. These critics were buoyed by a World Health Organization
(WHO) report, issued in August 13, 2003, concluding that phasing out antimicrobial
growth promoters could be accomplished without maor negative economic
consequences for food animal producers in countries (like the United States) with
systemssimilar to Denmark’s. The WHO expert panel had studied their phaseout in
the late 1990sin Danish cattle, broiler and pig production, and found “ The program
has a so been very beneficial in reducing antimicrobial resistance in important food
animal reservoirs. This reduces the threat of resistance to public health.”*

YSource; CRS Report RL31853, Food Safety Issues in the 108" Congress. For further
information on the topic see also CRS Report RL30814, Antimicrobial Resistance: An
Emerging Public Health Problem.

18See [ http://www.fda.gov/cvm/index/other/nadaappr.htm].

®World Health Organization, |mpacts of Antimicrobial Growth Promoter Termination in
(continued...)
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Animal health industry officials said the WHO report theorizes rather than
provesthat there are human health benefits from discontinued use of sub-therapeutic
antibiotics, and that Denmark has tended to downplay the adverse effectsit has had
on animal health and production costs. The current FDA plan to examineindividual
antibiotic products, whose effects are not all the same, to determine their safety is
more scientifically appropriate, they add.®

Also fueling the debate is a decision by the McDonad’ s food chain to require
itsmeat suppliersto end the use of about two dozen specific growth promotersby the
end of 2004.

Role of Congress

Defining appropriate legislative responses may be more difficult given the
complexity of the antimicrobial resistance problem, the limited data to assess the
problem, and the disagreement over the seriousness or the extent of the health threat
of resistance. Nonetheless, thereisinterest in Congressin theissue. For example,
on July 25, companion bills that would ban sub-therapeutic uses of most antibiotics
in animal feed were introduced into the Senate (S. 1460) and House (H.R. 2932).
Among other provisions, FDA would have to withdraw approval for each such drug
within 2 years unlessit has been proven harmless;, and USDA would be authorized
to provide financia assistanceto farms, especially small family farms, to help them
make the transition.

19(...continued)
Denmark in the Late 1990s,S 2003.

2\WHO says Denmark’ s experience validates growth promoter phaseout,” Food Chemical
News, August 18, 2003.
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“Mad Cow” Disease
(Bovine Spongiform Encephalopathy)

Issue

On May 20, 2003, Canada announced that one cow in a northern Alberta herd
had tested positive for bovine spongiform encephalopathy (BSE, or “mad cow”
disease). USDA immediately banned Canadian live cattle and beef imports; in
August, it began steps to gradually reopen the border to such products. Congressis
monitoring closely U.S. efforts to protect U.S. agriculture and consumers from the
entry here of BSE, aswell as the economic and trade implications of the incident.

Background and Analysis

A variety of animal diseases havethe potential to inflict extensive physical and
economic harm on animal agriculture, and to cause foreign countries to bar U.S.
imports. Some of them pose health risks to humans aswell. USDA’s Animal and
Plant Health Inspection Service (APHIS) is charged with protecting the health and
marketability of animals and animal products.

The Canadian BSE caseisillustrative of thedifficultiesthat could confront U.S.
producers and APHIS in the event of certain disease outbresks. BSE is a slowly
progressive, incurable disease affecting the nervous system of cattle. It was first
diagnosed in Great Britain in the mid-1980s, where it not only economically
devastated the beef industry there and in other European countries, but consumption
of products from infected animals also was linked later to some cases of a similar
(andfatal) human disease. No case has ever been detected inthe United Statessince
surveillance began in 1989.

When Canada announced its BSE case, U.S. officials quickly blocked imports
of all Canadian ruminants and ruminant products pending further investigation.
Canadian authorities quarantined the farm and others; 2,700 cattle have been killed.
So far, no more animals have exhibited BSE. An intensive investigation was
conducted to determinethe cow’ sorigin (later found to be a Saskatchewan farm) and
movements, how its remains were processed, whether other herds might have been
infected, and the possibility that contaminated feed may have been the source.

On August 8, 2003, USDA announced that it would accept applications for
permits to import selected ruminant products from Canada, including bonel ess beef
from cattle under 30 months old and boneless veal from calves no older than 36
weeks at slaughter; and bonel ess sheep and goat meat from animalsunder 12 months
old. USDA’sdecision was based on what it characterized as a*thorough scientific
analysis’ that found minimal risk from theseimports. Canadian beef began crossing
the border again in September 2003. The ban on live Canadian cattle remains.
USDA saidit wasworking on proposed conditionsfor opening the border to younger
animals, which possibly could occur sometime in 2004.

International trade considerations complicated the U.S. decision to reopen the
border. For example, officialsin Japan, thelargest U.S. beef export market, insisted
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that the United States, effective September 30, 2003, verify that al of itsbeef exports
there were not of Canadian origin. At the same time that USDA announced the
border opening, it also unveiled a new “Beef Export Verification” (BEV) program
asavoluntary, user-fee funded service. Exporters desiring to sell beef to Japan (or
any other country that may request similar documentation) can apply for BEV
certification from AMS after satisfying alist of requirements so that the agency can
verify that their beef isfrom cattle slaughtered in the United States. USDA argued
that the verification program was not scientifically justified but was developed to
meet foreign market demands.*

Prior to the Canadian case, U.S. officials aready had taken a series of
precautionary stepsto keep BSE from entering the United Statesand itsfood supply,
and developed an emergency response plan to implement if acaseisfound. USDA
since 1989 has banned the import of all live ruminants and most ruminant products
from countrieswhere even asingle case of BSE isknown to exist (Canadawill bethe
first “BSE” country permitted to import some beef). In 1991, USDA banned the
import of rendered by products from ruminants. As of December 2000, the import
of al rendered animal protein products (whether from ruminantsor not) isprohibited.
The Food and Drug Administration (FDA), which regul ates animal feed ingredients,
banned the feeding of virtually al mammalian proteins to ruminants in 1997.
Additionally, USDA’ sFood Safety and Inspection Service (FSIS) requiresinspectors
to divert from processing any cattle showing suspicious clinical symptoms of BSE
and send their brains for laboratory testing.?

Role of Congress

The 107" Congress updated and consolidated avariety of old animal quarantine
and health laws by passing the Animal Health Protection Act aspart of the 2002 farm
law (P.L. 107-171; 7 U.S.C. 8301 et seg.). P.L. 108-7, which contained the FY 2003
appropriation for USDA and related agencies, includes a $62 million increase for
APHIS Animal Health Monitoring and Surveillance activities ($133 milliontotal) in
order to increase the agency’s surveillance against and readiness for a biological
attack against U.S. agriculture. The 107" Congress also passed the Animal Disease
Risk Assessment, Prevention and Control Act of 2001 (P.L. 107-9), which required
USDA to lead an interagency working group to assess and report on the economic
impactsif BSE or several other diseaseswereto beintroduced into the United States;
federal prevention efforts; the risks to public health from possible links of BSE to
human illness; and the sufficiency of legislative authority to control these animal
diseases.?® The handling of the recent BSE crisisin Canada could beinstructive for
those pondering additional measures.

ZFor more information, see USDA news release, August 8, 2003. Further clouding the
situation were reports in early October that the Japanese had found BSE in ayoung bull.

2 For moreinformation on theseactions, and more recent ones bei ng undertaken in response
both to astudy issued in 2001 by the Harvard Center for Risk Analysis, and to the Canadian
BSE situation, see CRS Report RS20839, Mad Cow Disease: Agriculture Issues.

ZFor the group’ s recommendations, see Animal Disease Risk Assessment, Prevention, and
Control Act of 2001 Final Report.
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Animal Identification and Meat Traceability

Issue

Should U.S. animal agricultureimproveits capability to trace the movement of
livestock and meat products from their sources through the marketing chain? If so,
what type of system might be appropriate? Should it be mandatory? What would it
cost, and who pays? Interest in such questions has grown in the wake of such
developments as the discovery of bovine spongiform encephalopathy (BSE) in a
Canadian cow; arelated demand by Japan for verification that U.S. beef importsare
of U.S. origin; and ongoing concerns about bioterrorism. Implementation of anew
country-of-originlabeling (COOL) law for meatsand other productsal so hasresulted
in an interest in increased animal identification (ID) capabilities.

Background and Analysis

Animal 1D refersto permanently markingindividual, or groupsof, farmanimals
so that they can be tracked from birth to slaughter. Animal ID is one segment of
meat traceability, generally the tracking of identifiable products through the entire
marketing chain to the ultimate consumer. Animal 1D and meat traceability are not
programs in themselves, rather, they may be useful tools in anima health, food
safety, quality assurance, and country-of-origin labeling programs.

Many producers already keep records on the identities of each of their animals.
However, no nationwide comprehensive U.S. animal ID systemisin place, athough
many animals have been identified as part of anima disease programs. A
government-industry task force is developing a national animal ID system. It has
stated that the health of U.S. herds “is the most urgent issue ... and therefore, isthe
most significant focus’ of its proposed plan. It is anticipated that USDA’s Animal
and Plant Health Inspection Service (APHIS), along with states and industry, will
overseethe system. Itinitially will identify all premises where cattle are located, to
help in more quickly finding and eradicating animal diseases. Theeffortisto evolve
into a program identifying individual animals, herds, and/or flocks. The task force
effort isfocused on animal diseasetracking. Policy issuesinclude whether it should
be mandatory, its cost and who should pay. Thereisalsointerest in asystem that can
trace meats to their birth animals, where concerns also include the legal and
economic impacts on producers and those who process and market meat products.

The task force notes: “Other countries are rapidly developing systems that are
already being used astechnical barrierstotrade. Thesesystemsarerapidly becoming
the world standard. To avoid the loss of international markets, the United States
needs to be consistent with the animal tracking systems of our international trading
partners.... Asour export potential grows, the need to quickly trace suspected foreign
or emerging diseases will be more important than ever.”#

%National Food Animal Identification Task Force, National Identification Work Plan,
November 2002. It and arevised 2003 version can be viewed at [http://www.usaip.info/].
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The European Union (EU), where BSE cases have been concentrated (most in
the United Kingdom), now has an extensive (but, critics charge, ineffective)
mandatory program. Beginning in December 2001, Japan began tagging all beef and
dairy cattle and developed a database to track each animal’s birth and movement.
Current Japanese country of originlabeling already identifiesU.S. beef infood stores
(Japan’s newer demands would require other documentation). Australia, a major
exporter and U.S. competitor, has a largely voluntary but universal system that
identifies all cattle, and uses carcass and boxed meat labeling procedures that can
trace meat back to theanimal’ sorigin. Australiais moving toward afully integrated
program linking animal electronic ID devices, product barcoding, and a central
electronic database. Exporting countries Argentinaand Canadacan identify primary
animal production sites and most individual cattle, respectively, and also can trace
back carcasses and meat cuts to slaughter and processing establishments.

Role of Congress

Inthe 108" Congress, much of the debate over expanded animal 1D hasoccurred
within the context of COOL. The 2002 farm bill (P.L. 107-171) requires many
retailers to provide country-of-origin information on a number of raw products,
including fresh and ground beef, pork, and lamb, starting September 30, 2004. In
reviewing COOL implementationissues(seepage 11), lawmakershavelearned more
about how animal 1D can be used for other purposes, most notably to deal with
harmful animal diseases. They also have become more aware of trade implications
surrounding animal ID and meat traceability. AsJapanese officialshave madeclear,
the Canadian case of BSE has critical implicationsfor U.S. producers. The BSE or
other unforeseen events might further focus attention on animal ID and meat
traceability (one proposed bill, S. 1202, would require traceability for all meat and

poultry).

(For further information see CRS Report RL32012, Animal | dentification and
Meat Traceability.)
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Humane Treatment of Farm Animals

Issue

APHIS isresponsible for enforcing the Animal Welfare Act (AWA; 7 U.S.C.
2131 et seq.), which requires minimum standards of care for most warm-blooded
animals bred for commercial sale, used in research, transported commercially, or
exhibited to the public. The AWA specifically excludes commercia farm animals
from coverage. Animal protection activists in the United States periodically seek
legislation modifying and/or curtailing many practicesthat havelong been considered
by U.S. producers as acceptable and necessary.

Background and Analysis

No federal law prescribes standards for on-farm handling and care of animals.
Two statutes, the Humane Slaughter Act (7 U.S.C. 1901 et seq.), enforced by
USDA'’ sFood Safety and Inspection Service (FSIS), and the so-called Twenty-Eight
Hour Law (45 U.S.C. 71-74), enforced by APHIS, do govern, respectively, the
humane slaughter and transport of livestock (but not poultry). Most stateshavetheir
own animal anti-cruelty laws, which often but not alwaysapply tofarmanimals; such
laws also generally do not prescribe on-farm treatment standards.

Many animal protection groups contend that today’ sintensive farming systems
perpetuate standard practicesthat are harmful to animals' well-being. Examples of
such practices include rearing large numbers of livestock or poultry in close
confinement with littleroom for natural movement and activity; isolating veal calves
in crates, and performing surgery such as docking hog tails and trimming poultry
beaks so that confined animals do not hurt each other. Some groups advance the
more controversial argument that humans have no right to use animals for any
purpose, even food.

Agricultural producershavelong maintained that they understand their animals
welfare needs and address them adequately. They express concern that efforts by
poorly informed criticscould | ead to theimposition of mandatory regulationsharmful
totheir industry and theanimalsalike. Support for science, education, and voluntary
guidelines are more effective ways of assuring animal welfare, they believe.

The U.S. approach differs from that in Europe, where the European Union and
many of itsmember states have adopted | egislation laying down minimum standards
for farm animal care and transport. In the United States, surveys suggest that most
people (and many animal protection groups) still support agricultural usesof animals,
but many al so appear to support somegovernment actiontoinsure humanetreatment.

Role of Congress

Over the past several decades, bills to require changes in the treatment of
animals on the farm and during transport and slaughter have been offered in
Congress, although few have advanced beyond the House and Senate Agriculture
Committees. The committeesin the past have held hearings on variousfarm animal
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welfareissues, and the panels generally have expressed support for voluntary rather
than more coercive methods of assuring adequate care.

As of August 2003, several proposals had been offered in the 108" Congress.
H.R. 857 (Sweeney) would prohibit the transport or slaughter of horses destined for
human food consumption. On July 14, 2003, Representative Ackerman, during
Housefloor debate onthe FY 2004 USDA appropriationshill (H.R. 2673), introduced
an amendment to bar the use of federal funds for inspecting, slaughtering, and
processing all nonambul atory (or “ downer”) livestock. Theamendment was defeated
by avote of 199-202. Earlier, on June 19, 2003, Representative Ackerman offered
a similar proposal as a free-standing bill. Senator Akaka introduced companion
legislation on the same date (H.R. 2519/S. 1298).

InJanuary 2003, Congressearmarked, inthe FY 2003 USDA appropriation (part
of P.L. 108-7), $5 million specifically for FSIS to hire 50 new inspectors to oversee
compliance with the Humane Slaughter Act. The agency had come under criticism
in 2002 for what some view as lax enforcement of the Act. The 107" Congress
included, inthe 2002 farm law (P.L. 107-171), asense of Congressresolution calling
for full enforcement of the Act (Sec. 10305). The law also contains a requirement
that USDA investigate the treatment of nonambulatory livestock (commonly called
“downers”) with authority to issue regulations if findings warrant (Sec. 10815).
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