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Introduction 

On behalf of the family farmers, ranchers, fishermen and rural members of National Farmers 
Union (NFU), thank you for the opportunity to testify regarding the state of the livestock 
industry. NFU was organized in 1902. We work to improve the well-being and quality of life of 
family farmers, ranchers and rural communities by advocating for grassroots-driven policy 
adopted annually by our membership. As a general farm organization, we represent producers 
in all segments of the livestock industry. This hearing is very important to our members and the 
U.S. economy, as cash receipts to farmers and ranchers from the sale of meat animals totaled 
$90.1 billion in 2012. Thus, it is certainly wise for this committee to regularly consider livestock 
issues. 

Decreasing market competition poses a threat to livestock producers. Consumers are 
demanding significantly more accurate information about the food they purchase and 
consume. Trade policy changes present challenges and opportunities. Congress must carefully 
consider all of these developments. It is important that this subcommittee provides oversight 
and sound policy that will foster strong family farmers and ranchers and vibrant rural 
communities. 

An Overview of the Livestock Industry 

Although cattle prices have been high and feed prices have been low in recent months, the 
profits from those market conditions are just now beginning to have an effect on the expansion 
of the beef cattle industry. This comes after a seven-year-long slide, which has resulted in a U.S. 
cattle herd that at the start of 2014 was the smallest since 1951: 87.7 million head, a 2 percent 
decline from the beginning of 2013 (figure 1). 

At the depth of the drought in September 2012, 58 percent of the pastures and ranges in the 
U.S. were rated poor to very poor. By mid-June 2013, the situation had improved so that less 
than one-fourth of pasture and rangeland were in drought conditions. As a result, cattle feed 
supplies were limited, costs increased and total beef production fell. As the beef supply 
declines, prices will likely remain strong and feed prices are projected to remain low. The U.S. 
Department of Agriculture (USDA) projects commercial cow slaughter in 2014 to be the lowest 
since 2008. 
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Lower feed costs are also expected to Attachment 2result in increased pork production over the 
next ten years, although in the short term, USDA projects porcine epidemic diarrhea virus 
(PEDV) will push pork production down by about 2 percent in 2014 and has already reduced the 
nation’s pig population by 10 percent. This issue is further discussed later in the testimony. In 
contrast to beef, hog numbers have remained stable to slightly increasing in recent years (figure 
1). 

For lamb, prices remained at record-high levels throughout the first few months of 2014. This 
price has weakened and USDA predicts a decline as demand for lambs is expected to fall off. 
Despite this, a tight supply will likely keep prices well above 2013 levels. 

Concentration in the Livestock Industry 

The livestock marketplace experienced a marked decline in the number of family farms and 
ranches over the last 30 years. According to the USDA National Agricultural Statistics Service, in 
1980, there were approximately 1,285,570 beef cattle operations across the country but as of 
2012, only 729,000 remained (figure 2). This is a decline of approximately 34 percent. In swine, 
the reduction has been even more dramatic. In 1980, there were 666,550 hog farms but in 2012 
there were only about 60,200 – a decline of 91 percent (figure 2). Between the losses of pork 
and beef operations, rural America has witnessed the closure of about 1.1 million livestock 
farms in thirty years. As more and more livestock operations have closed, concentration among 
livestock sellers has become an increasingly important issue, not only for producers, but also 
for rural communities and consumers.  
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As the number of livestock producers has shrunk, there are fewer large buyers of livestock 
today than any other time in recent history. Economists say an industry loses competitive 
character when the concentration ratio of the top four firms (CR4) is 40 percent or greater, and 
often very little competition remains if the CR4 exceeds 60 percent. According to studies by the 
University of Missouri, the top four beef packers have control over 81 percent of the sales of 
cattle for slaughter in the United States, and the top four swine processors control about 65 
percent of hog sales. Fewer buyers result in less competition and greater opportunity for 
antitrust violations. These trends underscore the need for USDA to even more carefully monitor 
conditions in these highly concentrated industries to guard against discriminatory or anti-
competitive business practices. 

Not coincidentally, the farmers’ and ranchers’ share of the consumer retail dollar for purchases 
of meat is shrinking. In 1980 beef producers received 62 percent of the retail dollar, according 
to USDA’s meat price spread calculations. That portion has fallen to about 42 percent today. 
Over the same time frame, hog producers saw their share shrink from 50 percent of the retail 
dollar to about 24 percent. For many years NFU has published “the farmer’s share of the food 
dollar” for selected consumer products (attachment 1), which underscores the small 
percentage that farmers and ranchers receive across all segments of agriculture. 

The chart on the preceding page that illustrates the relatively slight decline in the beef herd and 
consistency in the number of pigs and hogs over the last 30 years shows that smaller producers 
have been forced out of business. These statistics are a clear indication of the scant market 
power of family farmers and ranchers in today’s livestock sector as consolidation is on the rise 
and competition is declining. 
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Enforcement of the Packers and Stockyards Act 

Family farmers and ranchers routinely feel the negative effects of a consolidated agricultural 
marketplace that too often fails to provide a fair price. NFU has sought solutions to this 
problem since the formation of our organization in 1902. For example, in 1956 NFU adopted 
policy that asked federal regulators to start “a continuous congressional investigation into the 
widening spread between prices received by farmers and those paid by consumers. If 
necessary, regulatory measures should be instituted.” In 1982 NFU policy urged Congress to 
“amend the Packers and Stockyards Act (PSA) to strengthen its enforcement provisions, with 
effective penalties for violations.” And in 1997 NFU’s policy called for regulatory agencies with 
“jurisdiction over the PSA” to “vigorously prosecute and break up existing monopolistic entities, 
fully investigate all proposed mergers in the livestock industry, and prevent further 
monopolistic concentration with the use of effective penalties.” Farmers and ranchers need 
strong and continuous oversight of the livestock marketplace.  

Budget constraints and appropriations riders have made enforcement of the PSA more difficult 
in recent years. In 2000 the Packers and Stockyards Program of the USDA Grain Inspection, 
Packers and Stockyards Administration (GIPSA) had 188 full-time employees who conducted 
and completed a total of 579 investigations, which resulted in a total of 13 formal complaints 
decided by an administrative law judge. Last year the program closed more than four times as 
many cases (2,335) as in 2000 and with only 147 full-time employees.  An additional 133 cases 
were closed and referred to the USDA’s Office of the General Counsel, and 12 more were closed 
after being referred to the U.S. Department of Justice. What is not known, however, is if these 
cases were satisfactorily resolved for farmers and ranchers or if the livestock market is any 
more competitive as a result of these actions. NFU calls on this subcommittee to commission a 
study to determine the qualitative results of the PSA and if current enforcement levels are 
ensuring a competitive marketplace. 

Given the greater consolidation in the marketplace outlined in the previous section, it is clear 
that the work of GIPSA is more important than ever before. The information collected during 
the joint hearings held around the country in 2010 by USDA and the Department of Justice 
demonstrated the need for antitrust investigations across all sectors of agriculture. Further 
long-term cuts and prohibitions on GIPSA’s activities will impede the agency’s ability to enforce 
the PSA and to protect farmers and ranchers against abusive market practices. Instead, 
Congress must allow GIPSA to do its job. 

The 2014 Farm Bill allows GIPSA the authority to enforce certain competition provisions. NFU 
appreciates the work of the agriculture committees in reaching this decision. GIPSA will now be 
able to prohibit deceptive or fraudulent buying practices by processors and may protect 
farmers and ranchers if they have been harmed by unfair trade practices. Appropriations riders 
over the last three years had kept GIPSA from implementing these basic fairness rules. NFU 
recently sent a letter (attachment 2) to appropriators in both the House and Senate demanding 
that any future riders that limit GIPSA’s authority be rejected.  
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Country-of-Origin Labeling 

I commend Congress for maintaining current Country-of-Origin Labeling (COOL) standards in 
the 2014 Farm Bill. Consumers want to know more about the food they purchase, while U.S. 
farmers and ranchers are proud of what they produce. A 2008 Consumer Reports poll found 
that 95 percent of consumers believe that processed or packaged food should be labeled with 
the country of origin and that that information should always be available at point of purchase. 
Now is not the time to deny consumers vital information that will allow them to make informed 
buying decisions and to remain confident in the integrity of our food supply. 

The 2002 Farm Bill required retailers to notify customers through labeling of the source of 
nearly all muscle cuts and ground meat, along with fish, fruits, vegetables, nuts and a variety of 
other generally unprocessed products. For five years, appropriations riders prohibited the 
implementation of COOL, which was again included in the 2008 Farm Bill. After that show of 
congressional support, COOL went into full effect in 2009. Canada and Mexico then brought 
forward a challenge in the World Trade Organization (WTO) alleging that COOL did not comply 
with trade agreements, despite the fact that Canada and at least 70 other WTO countries have 
COOL requirements of their own. A WTO appellate body found that, while the COOL statute 
itself complies with our trade obligations and informing consumers about the origin of their 
food is a legitimate objective, the way in which the COOL rule was originally implemented did 
not achieve that goal.  

In May 2013, in order to resolve the implementation issues that arose in the WTO dispute, 
USDA enacted rules that require the labeling of production steps – for example, “Born, Raised, 
and Harvested in the U.S.” This modification addresses concerns brought forward by the WTO’s 
appellate body while providing consumers with enhanced information that reduces confusion 
about the food they buy. The inclusion of production steps does not require additional 
recordkeeping to transfer information from one marketing step to the next. A lawsuit is now 
pending in U.S. court regarding implementation of the new labels. Initial attempts to enjoin the 
new COOL requirements were defeated, but the litigation continues.  

The COOL rules, as enacted in 2013, are being enforced by USDA through the Agriculture 
Marketing Service (AMS) Country of Origin Labeling Division. The USDA has established 
cooperative agreements with agencies, generally state departments of agriculture, in all 50 
states. These state-federal partnerships are cost-effective and avoid duplication by working 
with agencies that already conduct assessments in retail store establishments, so that COOL 
surveillance activities are a suitable addition to other retail responsibilities of the state agency. 
According to USDA and state cooperators, 2,061 initial retail reviews were completed last year, 
and at least 3,300 reviews are planned for 2014. Retail stores have approximately 300 COOL-
covered commodity types available for sale on a given day and the overall retail compliance is 
about 96 percent. Compliance in the supply chain is also consistently favorable, averaging 97 
percent since the inception of the COOL final rule. COOL has been fully implemented and is 
working as intended.  
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Meatpackers have complained that COOL would be expensive and cost many workers their 
jobs: two claims that have not come true. COOL opponents called the 2013 rules “onerous, 
disruptive and expensive.” These same groups commissioned studies in the last decade that 
claimed COOL would cost upwards of $1.6 billion for the beef and pork industries alone. These 
cost estimates proved to be vastly overinflated. A 2013 analysis by USDA found that changing 
COOL labels and eliminating flexibility for meatpackers to comingle animals would cost 
between $53.1 million to $137.8 million – far short of the unrealistic predictions made by those 
fighting against COOL.  

Ongoing proceedings at the World Trade Organization and in the U.S. District Court for the 
District of Columbia have not found the COOL statute and current implementation to be out of 
compliance. Even in the event of a decision against COOL, the appeals process and compliance 
period would allow for further consideration of regulatory adjustments to COOL. NFU strongly 
opposes the use of an appropriations rider or other legislative vehicle to deny consumers 
access to information about their food. NFU expressed this view to House and Senate 
appropriators in a letter (attachment 2) last month.  

 

 

Renewable Fuels Standard 

NFU is a general farm organization with a significant livestock presence in many of our states. 
Despite the fact that many of our members raise livestock, our organization is a strong 
supporter of biofuel production and the Renewable Fuel Standard (RFS). Ranchers understand 
that biofuels don’t just help corn farmers – the success of the ethanol industry helps the rural 
economy as a whole. According to USDA, net farm income in the United States has risen 
significantly since the passage of the RFS. Net farm income was $57.4 billion in 2006 and $112.8 
billion in 2012. Within the livestock sector, meat production has not declined significantly since 
the enactment of the RFS. There was a slight downturn in beef production due to drought, but 
the price received for livestock has increased since RFS enactment. The ethanol industry also 

Figure 3: A compliant COOL label, 2013. 
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supports jobs in the rural economy. According to a study by ABF Economics, the industry 
employs 386,781 Americans, mostly in rural areas.  

Some interest groups contend that biofuels drive up the price of food. Our farmer and rancher 
members know that these groups would do well to look elsewhere. As earlier stated, each 
month NFU releases its “farmer’s share of the food dollar” report (attachment 1), which shows 
how much farmers and ranchers receive for each dollar of food sold at the grocery store. 
Overall, farmers and ranchers receive only 15.8 cents of every food dollar. According to USDA, 
off-farm costs, including marketing, processing, wholesaling, distribution and retailing, account 
for more than 80 cents of every dollar spent on food in the United States. Furthermore, only 16 
percent of grocery costs can be traced back to the price of farm inputs, like corn. Indeed, the 
World Bank found that crude oil is the number one determinant of global food prices (figure 4). 
It seems logical, then, that the United States should be working to reduce our nation’s 
dependence on oil consumption if it wants to become more food secure. Biofuel production is 
an excellent way to offset oil consumption. 

Animal Health Threats 

NFU policy is clear regarding importation of livestock products from countries that have a 
history of unresolved foot and mouth disease (FMD). The following is an excerpt from the 
recently adopted grassroots policy statement from NFU members: 

“Livestock health is critical to production agriculture and our 
nation’s ability to provide a safe food supply. Achieving the 
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necessary means to ensure livestock health is a priority for NFU. We 
support good animal husbandry practices as the primary means of 
livestock health maintenance, as well as the following initiatives to 
ensure livestock health: 

Ban livestock, animal protein products and meat imports that would 
jeopardize U.S. efforts to eradicate livestock diseases including BSE 
and Foot and Mouth Disease (FMD);” 

NFU strongly opposes the recent proposal from APHIS to resume importation of fresh beef 
from 14 Brazilian states. FMD from that region of Brazil still poses a significant threat to U.S. 
livestock herds. Any changes to the current ban could pose substantial threats to family 
farmers, ranchers and the general public due to the very real possibility of transmission of FMD 
to U.S. livestock, resulting in reduced consumer confidence in our food supply.  

Inconsistencies between animal health disclosures reported by APHIS and the World 
Organization for Animal Health (OIE) further erode NFU’s confidence in the safety of beef 
imports from countries with a history of FMD presence and a poor food safety record. 
Vaccinations against FMD are still occurring in the Brazilian states in question. In addition, the 
U.S. Food and Drug Administration (FDA) recalled Brazilian cooked and canned meat on three 
occasions in 2010 due to drug contamination.  

The last case of FMD in the 14-state region in Brazil occurred in 2001. Even though the 14 
Brazilian states in question are considered to be “FMD-free” by the OIE, Brazil has not been 
able to prevent the spread of FMD into its borders from neighboring countries, and as recently 
as 2011, Paraguay reported two outbreaks of FMD within 250 miles of the Brazilian border.  

In contrast, the United States has not had a confirmed case of FMD since 1929 due to its 
effective disease prevention system and high food safety standards. This reputation must not 
be put at risk. In the rare instances when disease has impacted a portion of the livestock herd, 
economic devastation has followed. When bovine spongiform encephalopathy (BSE) was first 
identified in the United States in December 2003, 65 of our trading partners eventually imposed 
partial or full bans on U.S. beef. According to a Kansas State University study, the U.S. beef 
industry lost between $2.9 billion and $4.2 billion in 2004 alone because of BSE. Rural America 
should not again be subjected to severe losses simply because of lax standards for animal 
imports.  

The economic costs of an FMD outbreak in the United States would be enormous. A 2002 study 
conducted by Purdue University and the Centers for Epidemiology and Animal Health at APHIS 
found that if an epidemic similar to the outbreak that occurred in the U.K. in 2001 were to 
strike the United States, a loss of $14 billion in U.S. farm income (in 2002 dollars) would result. 
This includes costs of quarantine and eradication of animals, a ban on exports, and reduced 
consumer confidence. In addition, the disease could spread to any cloven-hoofed animals, 
endangering other domestic livestock like sheep or pigs, as well as wild deer and antelope that 
form the basis of the U.S. hunting industry. 
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There are very few positives associated with allowing livestock products from regions of Brazil 
that are known to have a history of FMD to be brought into our country, but many possible 
undesirable outcomes from such an arrangement. Importing Brazilian beef and other livestock 
products is a risk not worth taking. 

 

 

 

 

 

 

 

 

 

The consequences of a wide-spread animal health outbreak are beginning to be felt with a 
recent outbreak in the pork sector. The OIE issued an alert on April 21, 2014, regarding the 
novel swine enteric coronavirus (SECoV) that has emerged in the United States over the last 
year. SECoV, which is thought to have originated in China, causes PEDV. Recent reports from 
APHIS say there are now 5,978 cases of PEDV in 29 states (figure 5). This underscores the 
importance of close monitoring of animal disease outbreaks in order to safeguard the 
reputation and integrity of U.S. animal agriculture. 

Structure of the Beef Checkoff 

Checkoff programs have served as an effective tool to 
promote the consumption and research of commodity 
products. Twenty different commodity checkoff programs 
collect funds, including beef, lamb and pork. The checkoff 
assessment, paid by a farmer, rancher, grower or processor 
at the point of sale, is a worthwhile investment if the 
program is properly administered. The beef checkoff 
operates unlike most of the other programs, in that it was 
specifically authorized by an act of Congress with a 
complicated structure that allows for significant 
involvement from policy organizations. Additionally, funds 
for the beef checkoff have dwindled in recent years and 
there has been talk of increasing the assessment on cattle 
sales. 

Figure 6: USDA Commodity 
Checkoff Programs, as of 2014 
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Family farmers and ranchers need meaningful reform of the beef checkoff that offers a 
governance structure that is more representative of all livestock producers. The beef checkoff 
ought to function separately from policy organizations in the way that other checkoff programs 
operate. Producers must have confidence in the integrity of the way in which their 
contributions to research and promotion initiatives are spent. NFU will not support an increase 
in the beef checkoff assessment until improvements are made to the structure and oversight of 
the program. 

The Impact of Trade on the Livestock Sector 

NFU supports fair, mutually beneficial trade that seeks to increase human welfare and respects 
sovereign nations’ need for food and national security. NFU has historically opposed free trade 
agreements on the basis that the agreements were more likely to increase imports rather than 
open new markets to U.S. goods, even for livestock and agricultural products.  

Free trade agreements are typically justified by claims that the agreements will grant American 
producers access to previously closed markets and thus create jobs. U.S. agriculture, including 
the livestock sector, does have a history of generating a trade surplus (figure 7). Long-term 
agricultural surpluses have occurred because of our efficient system and effective farm safety 
net.  

 

 

 

 

 

 

 

 

 

 

 

 

 

On the other hand, the U.S. economy as a whole has a history of generating trade deficits 
(figure 8). Free trade agreements have worsened the situation by making American businesses 
compete with countries that have lower environmental, health and food safety standards. 
Furthermore, vague promises of market access are made to U.S. trade stakeholders in order to 
encourage domestic support for a trade deal. These promises are meaningless, however, when 
there are no mechanisms to prevent countries from devaluing their currency, which hurts U.S. 
exports and total trade balance.  
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U.S. free trade agreements have a poor track record. During the North American Free Trade 
Agreement (NAFTA) negotiations, for instance, American farmers were promised increased 
market access in the form of reduced tariffs on crops in Mexico. In reality, those tariff cut 
benefits were eliminated when Mexico devalued the peso by 50 percent shortly after NAFTA 
went into effect. Similarly, USDA analysts predicted an increase in U.S. exports of beef products 
to Mexico. The reality is that beef and pork, two projected NAFTA winners, saw their exports to 
Mexico fall 13 percent and 20 percent, respectively, in the three years after NAFTA was 
implemented compared to the three years prior to NAFTA. In the 20 years since the agreement, 
agricultural exports have indeed increased to Canada and Mexico. But, agricultural imports 
from these countries have increased even more, leading to an agricultural trade deficit.  

South Korea provides the most recent example of a country with which the United States has a 
trade agreement. Proponents of the U.S.-Korea FTA again promised increased market access for 
U.S. agricultural products and increased exports. In reality, exports in agricultural products 
dropped from around $6 billion in 2012, the year the agreement went into effect, to around $5 
billion in 2013, according to the National Agricultural Statistics Service.  

The International Trade Commission estimated that the U.S. goods trade balance with South 
Korea would improve by $3.3 billion to $4 billion. Since the FTA went into force, however, U.S. 
goods trade balance has decreased by around $4 billion. U.S. total trade deficit with South 
Korea also increased from $8.7 billion in 2012 to $10.6 billion in 2013. Unfortunately, the 
promised increases in agricultural exports did not take into consideration the effect of a Korean 
devaluation of its currency, which wipes out any gains made by reduced tariffs. In a recent 
report, the Peterson Institute for International Economics lists South Korea as one of the eight 
worst currency manipulators. It goes on to say that foreign currency manipulation is responsible 
for a $200 billion to $500 billion per year increase in account deficits, and attributes between 1 
million and 5 million job losses to foreign currency manipulation. It is therefore vital that there 
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be safeguards in place in any trade agreement that counteract currency manipulation by 
foreign governments. 

On the whole, U.S. agriculture has actually done worse after entering into FTAs. The chart 
below (figure 9) shows the net agriculture trade surplus (deficit) with countries that have 
entered into trade agreements with the United States. Each year only includes trade data from 
countries with which the United States had an FTA in that year. This subpar performance 
contrasts with U.S. agriculture’s performance as a whole.  

 

 

 

 

 

 

 

 

 

 

 

 

Livestock Marketing Improvement Efforts 

With the growth in local and regional food markets in recent years, greater information and 
communication is needed for farmers and ranchers to better understand the economic 
conditions in which they are operating. Over the last year, USDA’s Market News released 30 
new reports to better serve the agriculture industry, including livestock. Market News will add 
“local” as an element to current retail reports, which is similar to the way in which organic 
commodities were recently added. Additionally, AMS began publishing a Market News report 
covering the grass fed beef industry. These reports provide timely information to assist in 
marketing decisions and help small and local livestock producers to plan for the future. 

The Grass Fed Verification program for Small and Very Small Producers (SVS) is another 
noteworthy new marketing initiative. This program provides verification assistance to those 
farmers and ranchers who market fewer than 50 cattle each year. This segment of producers 
accounts for 11.5 percent of the total number of cattle and calf operations but has been 
previously underserved by AMS certification processes. This is a welcome improvement that 
will help an emerging segment of tomorrow’s diversified livestock industry. 
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Conclusion 

NFU’s policy statement, which is revised and adopted each year through a grassroots process 
among Farmers Union members at all levels, includes a section on “national food and fiber 
policy.” The following excerpt from the 2014 NFU policy statement provides a clear goal for 
what this subcommittee and Congress as a whole ought to do in order to provide for a strong 
livestock and family farm economy: 

“The decline in the number of family-sized commercial farms must be 
reversed. Programs that encourage sustainable agriculture through 
diversified production, improved marketing strategies, and enhanced 
value-added opportunities can be keys to reversing this trend…  
Farmers and consumers need stability and fairness in a farm program. 
Farmers, rural communities and consumers are at the mercy of a 
marketplace that is increasingly dominated by vertically integrated, 
multinational grain and food conglomerates.” 

Reliable access to accurate information is essential to providing farmers, ranchers and 
consumers a level playing field. Consumers ought to know where their food comes from and 
individual producers need to know the prevailing market trends and prices. Furthermore, 
regulators must oversee and prohibit anti-competitive behavior by the most powerful 
companies and interests. Budding sectors of the agriculture economy, including small livestock 
production and biofuels, should be strongly supported in their development. Trade negotiators 
must keep the well-being of farmers, ranchers and consumers in mind, and animal health 
import restrictions should not be relaxed simply to please foreign trading partners.  

I look forward to working with the House Agriculture Subcommittee on Livestock, Rural 
Development and Credit to achieve these goals. Thank you for your consideration and the 
opportunity to testify today. 

 


