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LIVESTOCK PRICE CRASH A RESULT OF DYSFUNCTIONAL MARKETPLACE

Livestock farmers across Canada have been hit hard by a collapse in returns for beef and
pork at the farm gate, even though prices paid by consumers at the retail level are higher
than ever. It’s a situation that requires both short-term intervention and long-term
solutions, says the President of the National Farmers Union (NFU).

Stewart Wells says the dysfunctional livestock marketplace is the result of a situation
where a handful of large corporations dominate the industry. In fact, a single company,
Cargill, owns half the packing capacity in Canada and is able to heavily influence prices
at both the farm gate and at the wholesale/retail level. A rising Canadian dollar is just a
small factor in this larger equation.

“The farmers’ share of the cow has fallen sharply in the past decade,” stated Wells. “In
the mid-1990s, farmers got 60 cents a pound for beef, while packers and retailers took a
dollar. Now farmers get 35 cents and packers/retailers get almost $2.50 a pound.”
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“Pork is no different; Since 1976 the retail price of pork chops has risen from just under
$2 a pound to between $4 and $5. Meanwhile the dressed hog price received by farmers
has declined.”
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The long-term solution to the livestock crisis is to restore farmers’ market power and
limit the economic power of the big companies, stated Wells. In the meantime, short-term
emergency measures are needed to get farmers through this period and allow them to stay
in business. He noted that this investment needs to be targeted to farmers, in particular
family cow-calf and sow barn operations. “If we lose the foundation of these sectors,
we’ll lose the whole industry eventually,” he noted.

NFU Ontario Coordinator Grant Robertson said “in the short term, government is going
to need to invest in primary livestock producers, just as it has done in automotive,
forestry, mining and oil production. Farmers are not looking for a handout, they are
looking for government to partner with them to ensure the success of these important
wealth producing businesses.”

Robertson said as a bare minimum, farmers’ costs of production need to be met, along
with a floor price program similar to what Quebec producers are receiving. He added the
investment needs to be targeted directly to producers.

“The failure of government to deliver on production insurance promises to livestock
family farmers under the Agricultural Policy Framework (APF) has made a bad situation
even worse,” Robertson said. The Canadian Agricultural Income Stabilization (CAIS)
program contained a $3 million ‘cap’ which allowed very large companies to capture a
disproportionate share of the funds. He also noted that millions of dollars in taxpayer
funds which were pumped into the livestock sector in the wake of the BSE crisis was
siphoned into the coffers of the major packing companies. “Designating the funds to
livestock ‘owners’ rather than livestock ‘producers’ allowed these companies to take
advantage of a big loophole,” stated Robertson.

Wells pointed out that Cargill’s third-quarter profit as of the end of August rose 83
percent to $917 million compared to the same quarter one year earlier. Cargill’s profits
set a record last year at $2.3 billion. “This profit is coming at the expense of farmers,” he
concluded.
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