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An example of farmers’ share in proposed policy:

Small Family Farmer and Rancher Relief Act (H.R. 8590)

- Introduced by Rep. David Scott (R-GA) in July 2022

- Stronger safety net, increased competition and market access for small beef
producers (100 head or fewer)

- Beef Cattle Spread Coverage Program

+ Create a USDA indemnity program administered by the Farm Service
Agency (FSA) that provides relief to small producers when the farmer’s
share of the retail dollar drops below 51.7 percent

+ Indemnity rate is calculated based off the “spread” or difference between
the price of fed beef cattle, the price of boxed beef sold at the wholesale
level and the price of beef sold at retail

- Aims to provide small producers with protection against significant swings
in the difference between cattle prices, wholesale beef prices, and retail
prices




What are meat marketing margins?

Farm Wholesale Retail
L Y )\ Y J
Farm-to-Wholesale Margin Wholesale-to-Retail Margin
* Slaughter ¢ Further processing & packaging

*  Processing * Storage

* Packaging *  Marketing

» Transportation * Transportation
* Other costs *  Other Costs

* Profits * Profits

Y
Farm-to-Retail Margin

Notes on marketing margins

- Margin # Profit

- Product flowing to domestic food service or export channels unaccounted for
in margins

- Value additions that increase the retail price of meat could decrease farmers’
share while still making farmers better off
- Ex: deboning technology

“The established method of reporting farmer’s share and [price] spread as a
percentage of the consumer’s food dollar has contributed to a wide
misunderstanding of the true economic relation of agriculture to food
processing and distribution. It has made them appear as competitors for a
fixed value, rather than as partners in the production of greater value.”
-Atchley, 1956




Notes on marketing margins

FINAL NOTE:

Farmers’ share statistics are not a good measure of industry well-being

“The lack of informational content in [farmers’ share]
statistics suggests these data should not be used for
policy purposes.”

-Brester et al., 2009

- Retail meat prices are
calculated by USDA

using Bureau of Labor
Statistics (BLS) prices

- BLS collects prices to
calculate CPI and track
inflation

- BLS retail meat prices
are simply price
observations

- Observed prices do not
account for larger
quantities purchased at
lower prices due to sales
and promotions




BLS Retail Beef Price

Ground Beef e gt R — =il

* Fresh regular 100% ground beef excluding # d d q ’ =
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BLS Retail Pork Price

Bacon

* Pre-packaged, thick sliced, regular sliced
or thin sliced pork bacon, regardless of
process state.

Chops

* Bone-less chops regardless of type, loin
source, or processing state.

Ham

* Bone-less ham, regardless of cut, skin
status, cure status, process status, or
smoke status. Excludes canned ham.

SHOULDER

>IE|E PIENIB SN(I{II.I]ER I:LIII.ET’\' AND E‘IJHEE

COOKING METHODS




- Scanner-based transaction
data offer an alternative to
simple average BLS prices

- Allow for average price
calculations considering price
AND quantity purchased

- Prices available for a greater
number of meat cuts

- Perhaps more accurate
representation of what consumers
are actually paying for meat

Scanner Data

+ Third-party agreement with USDA Economic Research Service (ERS)
« IRI Infoscan random weight data

- Jan 2009 — Dec 2017

« Accounts for ~50% of retail food sales in the U.S.

- Primarily grocery stores ($2 million + in annual sales) & mass merchandisers
- Kroger, Publix, Sam’s, Target, Walmart

- Data limitations
+ Urban biased (meat sales in rural areas underrepresented)




Average Monthly Retail Beef Prices
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Farm, Wholesale, and Retail Beef Prices
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Beef Price Bias

Beef Farm-to-Retail Spread = B, + B, * (BLS — Scanner) +

B3 * 2010 dummy + ... + P1o * 2017 dummy

Significant upward bias in the BLS vs. scanner
price spread from 2013-2017 relative to 2009

Beef Farm-to-Reta:l Margin

Dependent variable:

BLS/scanner price spread 031"
(0.14)
2010 dummy -10.28"
(5.68)
2011 dummy 388
(5.70)
2012 dummy -1.79
(6.04)
2013 dummy 16.85"""
(5.71)
2014 dummy 21.40"""
(5.71)
2015 dummy 59.62"
(5.68)
2016 dummy 75.04™°
(8.03)
2017 dummy 67.59"""
(8.28)
Constant 219.83™"
(12.03)
Observations 108
R? 0.88
Adjusted R? 0.87
Residual Std. Error 13.90 (df = 98)
F Statistic 83457 (4f=9;98)
Note: *p<0.1; **p<0.05; ***p<0.01

Average Monthly Retail Pork Prices
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Pork Retail Value
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Dependent variable:
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Future Research

Updated data
+ Analyze 2018-2020 data
- BLS price collection went online during Covid
- Fewer promotions in stores in early months of Covid?

Improved process
- Scanner data provide opportunity to develop a more representative retail meat price
- How could ERS better utilize meat scanner data?

Conclusion

Quantity-weighted scanner retail meat prices are lower than simple
average BLS meat prices

- Farmers’ share of retail dollar for beef and pork is higher when using scanner
prices as compared to BLS prices

- Farmers’ share statistics are not a good measure of industry well-being and
should not be used for policy purposes

- BLS beef and pork prices are becoming significantly positively biased over time

- There remains room for improvement in ERS retail meat price calculations




THANK YOU

Questions?

jrluke@ksu.edu




