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MANAGEMENT AND REGULATION OF STOCKYARDS

THURSDAY, JANUARY 25, 1968

U.S. SENATE,
SUBCOMMITTEE ON AGRICULTURAL RESEARCH

AND GENERAL LEGISLATION OF THE
COMMITTEE ON AGRICULTURE AND FORESTRY,

-Washington, D.C.
The subcommittee met, pursuant to notice, at 10 :10 a.m., in room

324, Old Senate Office Building, Senator B. Everett Jordan, of North
Carolina (chairman) presiding.
Present: Senators Jordan of North Carolina (presiding) , Young of

North Dakota, and Boggs.
Also present: Senator McGovern.
Senator JORDAN. The subcommittee will please come to order.
Good morning, ladies and gentlemen. The committee is holding hear-

ings today on S. 1149 and H.R. 10673.
The purpose of each of these bills is to provide stockyard owners

with clearer authority over the management of their yards and in
particular, over yard regulations and who may act as market agencies
or dealers.
The bills differ only in minor respects, the House bill containing

additional inhibitions recommended by the Department of Agricul-
ture against discriminatory actions by the stockyard owner.

Copies of the bills, the Department's report on S. 1149, and a staff
explanation of H.R. 10673 will be inserted in the record at this point.
(The documents are as follows:)

[ S. 1149, 90th Cong., first sess.]

A BILL To amend the Packers and Stockyards Act, 1921, as amended
Be it enacted by the Senate and House of Representatives of the United States

of America in Congress assembled, That title III of the Packers and Stockyards
Act, 1921 (42 Stat. 159), as amended (7 U.S.C. 201 et seq.), is amended as follows:

Section 302(a) (7 U.S.C. 202(a) ) is amended to read:
"(a) When used in this title the term 'stockyard' means any place, establish-

ment, or facility commonly known as stockyards, conducted, operated, or man-
aged as a public market for livestock producers, feeders, and buyers, consisting
of pens, or other enclosures, and their appurtenances, in which live cattle, sheep,
swine, horses, mules, or goats are received, held, or kept for sale or shipment
in commerce."

SEC. 2. Section 303 (7 U.S.C. 203) is amended to read: "After the expiration
of thirty days after the Secretary has given public notice that any stockyard
is within the definition of section 302, by posting copies of such notice in the
stockyard, no person shall carry on the business of a market agency or dealer
at such stockyard unless (1) the stockyard owner has determined that his services
will be beneficial to the business and welfare of said stockyard, its patrons and
customers, and has given written authorization to such person and (2) he
has registered with the Secretary under such rules and regulations as the
Secretary may prescribe, his name and address, the character of business in

(1)
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which he is engaged, and the kinds of stockyards services, if any, which he
furnishes at such stockyard. Every other person operating as a market agency
or dealer as definited in section 301 of the Act may be required to register in
such manner as the Secretary may prescribe. Whoever violates the provisions of
this section shall be liable to a penalty of not more than $500 for each such
offense and not more than $25 for each day it continues, which shall accrue to
the United States and may be recovered in a civil action brought by the United
States."

SEC. 3. Section 304 (7 U.S.C. 205) is amended to read: "All stockyard services
furnished pursuant to reasonable request made to a stockyard owner or market
agency at such stockyard shall be reasonable and nondiscriminatory: Provided,
That in any State where the weighing of livestock at a stockyard is conducted by
a duly authorized department or agency of the State, the Secretary, upon applica-
tion of such department or agency, may register it as a market agency for the
weighing of livestock received in such stockyard, and upon such registration
such department or agency and the members thereof shall be amenable to all
the requirements of this Act, and upon failure of such department or agency
or the members thereof to comply with the orders of the Secretary under this
Act he is authorized to revoke the registration of such department or agency
and to enforce such revocation as provided in section 315 of this Act."

SEC. 4. Section 307 (7 U.S.C. 208) is amended to redesignate the first sentence as
paragraph "(a)" and to add a new paragraph (b) as follows:
"(b) It shall be the responsibility and right of every stockyard owner to

manage and regulate his stockyard in a just, reasonable, and nondiscriminatory
manner, to prescribe rules and regulations and to require those persons en-
gaging in or attempting to engage in the purchase, sale, or solicitation of live-
stock at such stockyard to conduct their operations in a manner which will
foster, preserve, or insure an efficient, competitive public market."

DEPARTMENT OF AGRICULTURE,
Washington, D.C., June 5, 1967.

Hon. ALLEN J. ELLENDER,
Chairman, Committee on Agriculture and Forestry,
U.S. Senate.
DEAR MR. CHAIRMAN: This is in reply to your letter of March 2, 1967, request.

ing a report on S. 1149, a bill to "amend the Packers and Stockyards Act, 1921, as
amended."
The Department recommends the enactment of this bill, subject to the amend-

ments proposed below.
The primary objective of the bill is to make it clear that a stockyard owner

has the responsibility and right to manage and regulate his stockyard in a just,
reasonable and nondiscriminatory manner and to require persons operating at
the stockyard to conduct their operations in a manner which will foster, preserve
or insure an efficient, competitive public market.
The bill expressly provides that no person can engage in business at the stock-

yard as a market agency or a dealer unless the stockyard owner has determined
that his services will be beneficial to the business and welfare of the stockyard
and its patrons and customers.
It would relieve the stockyard owner or market agency of a duty to furnish

stockyard services to all persons upon reasonable request without discrimination,
but would provide that all stockyard services furnished pursuant to reasonable
request at a stockyard must be reasonable and nondiscriminatory.
The percentage of the total federally inspected slaughter cattle bought at

terminal stockyards has declined from 91 percent in 1925 to 75 percent in 1950,
and •to 34 percent in 1965. The percentage of the total federally inspected
slaughter hogs bought at terminal stockyards has similarly declined from 76
percent to 40 percent to 23 percent during the same years. The comparable figures
for sheep are 82 percent, 57 percent, and 26 percent.
In Denver Stock Yard v. Livestock Assn., 356 U.S. 282,289, the Supreme Court

stated:
"We are told, however, that the economics of the business has changed, that

while at the passage of the Act most livestock purchases were at these stock-
yards, now a substantial portion—about 40 percent, it is said—takes place at
private livestock markets such as feed yards and country points. * * * If the
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Act does not fit the present economics of the business, a problem is presented
for the Congress."
We believe the present economics of the livestock business requires amen-

datory legislation.
At one time, the terminal stockyards had a virtual monopolistic position. At

present, however, the 50 terminal stockyards are surrounded by approximately
2,200 auction markets and thousands of buying stations. Packers are building
most new plants away from terminal market centers. In these circumstances, it
is necessary that stockyard owners exercise such management and control over
their stockyards and the persons operating thereon that they are able to pre-
serve and maintain an efficient, competitive public market.
Some stockyard owners have investments exceeding 15 million dollars. The

commission firms at a terminal stockyard are in effect the "selling arm" of the
stockyard. The stockyard's existence is largely dependent upon the activities of
the commission firms at the stockyard. Market agencies engaged in business at a
terminal stockyard are provided with free pen facilities furnished by the stock-
yard owner. Their activities at a stockyard should, therefore, be subject to reason-
able control by the stockyard owner.

Most market agencies selling livestock at terminal stockyards conduct their
activities in a manner which will foster, preserve, and insure an efficient, com-
petitive public market. Others, however, engage in practices which are not in the
best interests of the market or patrons of the market.
Some commission firms engaged in business at terminal stockyards exert more

effort in getting shippers and buyers to "by-pass" the stockyards than they exert
in getting business to be handled at the stockyards.

Solicitations for "off-market" transactions are made in the free pen space
provided at the stockyards by the stockyard owners.
The stockyard owner's revenue is dependent upon the volume of livestock sold

by the market agencies at the stockyard. If the firms at the stockyard do not
support the market, and the stockyard owner has no control over this matter,
the stockyard owner can be forced to close his business.
In addition, commission firms selling livestock at a terminal stockyard are

injuring their consignors if they dilute packers' buying needs by "off-market"
transactions with the same packers who are buying from them at the stockyard.
The proposed bill would permit stockyard owners to impose such requirements

as are appropriate to protect the market and its patrons, and to take other action
to foster and insure an efficient, competitive market. For example, in addition to
the need to control the matters referred to above, some stockyard owners have
determined that substantial savings could be effected by a centralized, com-
puterized, bookkeeping and paying system. A single bookkeeping and paying sys-
tem at a stockyard might replace 25 to 50 separate accounting systems, leading
to reduced marketing costs.

Stockyard owners presently have broad power to manage and control their
stockyards. However, the precise extent of their authority is subject to serious
question. Any mistake by a stockyard owner as to his authority, resulting in
preventing a person from operating in a certain manner on his stockyard, could
result in great monetary damages imposed against the stockyard owner. Con-
sequently, many stockyard owners fear to exercise authority which they proba-
bly now have.
There is question as to whether there are adequate criteria set forth in the

provisions of the bill governing the determinations of a stockyard owner in
connection with authorizing persons to operate at the stockyard or in refusing
to furnish stockyard services. There is also a question as to whether such actions
of a stockyard owner would be subject to review by the Secretary. Accordingly,
it is recommended that the bill be amended as follows:

1. Insert in line 12, page 2, after the words "patrons and customers,"
the phrase "which determination shall be made on a basis which is not
unreasonable or unjustly discriminatory,";

2. Insert in line 4, page 3, after the words "reasonable and nondiscrimi-
natory" the phrase "and stockyard services which are furnished shall not
be refused on any basis that is unreasonable or unjustly discriminatory";
and

3. Add a new section 5 to the bill to read as follows:
"Sec. 5. Section 312(a) (7 U.S.C. 213 (a) ) is amended by inserting after

the words 'in connection with' the phrase 'determining whether persons
should be authorized to operate at the stockyard, or with'."
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We believe that the enactment of the proposed legislation with the amendments
proposed will clarify and extend the authority of stockyard owners in a manner
which will be beneficial to the livestock industry, while preserving the right
of the Secretary to prevent an abuse of such authority.
The enactment of this proposed bill would not require any additional funds

for its enforcement.
The Bureau of the Budget advises that there is no objection to the presenta-

tion of this report from the standpoint of the Administration's program.
Sincerely yours,

ORVILLE L. FREEMAN, Secretary.

[H.R. 10673, 90th Cong., first sess.]

AN ACT To amend title III of the Packers and Stockyards Act, 1921, as amended

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That title III of the Packers and Stockyards
Act, 1921, as amended (7 U.S.C. 201 et seq.), is amended as follows:
(a) Section 302(a) (7 U.S.C. 202(a) ) is amended to read:
"(a) When used in this title the term 'stockyard' means any place, establish-

ment, or facility commonly known as stockyards, conducted, operated, or man-
aged for profit or nonprofit as a public market for livestock producers, feeders
and buyers, consisting of pens, or other inclosures, and their appurtenances,
in which live cattle, sheep, swine, horses, mules, or goats are received, held,
or kept for sale or shipment in commerce."
(b) Section 303 (7 U.S.C. 203) is amended to read:
"SEc. 303. After the expiration of thirty days after the Secretary has given

public notice that any stockyard is within the definition of section 302, by posting
copies of such notice in the stockyard. no person shall carry on the business of
a market agency or dealer at such stockyard unless (1) the stockyard owner has
determined that his services will be beneficial to the business and welfare of
said stockyard, its patrons, and customers, which determination shall be made
on a basis which is not unreasonable or unjustly discriminatory, and has given
written authorization to such person, and (2) he has registered with the Secre-
tary, under such rules and regulations as the Secretary may prescribe, his name
and address, the character of business in which he is engaged, and the kinds of
stockyards services, if any, which he furnishes at such stockyard. Every other
person operating as a market agency or dealer as defined in section 301 of the
Act may be required to register in such manner as the Secretary may prescribe.
Whoever violates the provisions of this section shall be liable to a penalty of
not more than $500 for each offense and not more than $25 for each day it con-
tinues, which shall accrue to the United States and may be recovered in a civil
action brought by the United States."
(c) Section 304 (7 U.S.C. 205) is amended to read:
"SEc. 304. All stockyard services furnished pursuant to reasonable request

made to a stockyard owner or market agency at such stockyard shall be reason-
able and nondiscriminatory and stockyard services which are furnished ghall
not be refused on any basis that is unreasonable or unjustly discriminatory:
Provided, That in any State where the weighing of livestock at a stockyard is
conducted by a duly authorized department or agency of the State, the Secretary,
upon application of such department or agency, may register it as a market
agency for the weighing of livestock received in such stockyard, and upon such
registration such department or agency and the members thereof shall be
amenable to all the requirements of this Act, and upon failure of such depart-
ment or agency or the members thereof to comply with the orders of the Secre-
tary under this Act he is authorized to revoke the registration of such depart-
ment or agency and to enforce such revocation as provided in section 315 of this
Act."
(d) Section 307 (7 U.S.C. 208) is amended to redesignate the first sentence

as paragraph "(a)" and to add a new paragraph (b) as follows:
"(b) It shall be the responsibility and right of every stockyard owner to

manage and regulate his stockyard in a just, reasonable, and nondiscriminatory
manner, to prescribe rules and regulations and to require those persons engaging
in or attempting to engage in the purchase, sale, or solicitation of livestock at
such stockyard to conduct their operations in a manner which will foster, pre-
serve, or insure an efficient, competitive public market."
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(e) Section 312(a) (7 U.S.C. 213(a) ) is amended by inserting after the words
"in connection with" the phrase "determining whether persons should be au-
thorized to operate at the stockyards, or with".
Passed the House of Representatives September 29, 1967.

SENATE COMMITTEE ON AGRICULTURE AND FORESTRY: STAFF EXPLANATION OF
H.R. 10673 AS PASSED BY THE HOUSE

(Subcommittee No. 4)

I. SHORT EXPLANATION

This bill is intended to clarify a stockyard owner's authority under the Packers
and Stockyards Act, 1921, on a reasonable and nondiscriminatory basis, to (1)
prevent persons not acceptable to him from acting as market agencies or dealers
at his stockyard; and (2) prescribe rules and regulations for the conduct of
his yard and operations conducted there. It is also intended to allow stockyard
owners and market agencies greater discretion as to the services they will
furnish. The objective is to permit better management of stockyards and make
them more competitive for the benefit of the operators and those using their
facilities.

II. SUBSECTION BY SUBSECTION EXPLANATION

Stockyard definition
Subsection (a) amends the definition of "stockyard" as contained in the

Packers and Stockyards Act, 1921, in a number of respects, none of which appear
to be material. It deletes a reference to "compensation" and inserts the phrases
"or managed"; "or nonprofit"; and "for livestock producers, feeders, and buy-
ers". The phrase "or nonprofit" is intended to make it clear that stockyarsIs
operated by non-profit cooperatives are covered. We understand that the law
is now construed as covering them.

Approval of market agencies and dealers by stockyard owners
Subsection (b) amends section 303 of the Act to prohibit any person from

acting as a market agency or dealer at a stockyard unless, in addition to his
having registered with the Secretary of Agriculture, as now required, "the
stockyard owner has determined that his services will be beneficial to the business
and welfare of said stockyard, its patrons and customers, which determination
shall be made on a basis which is not unreasonable or unjustly discriminatory,
and has given written authorization to such person." The successful operation
of a stockyard and its value as a market depends in large measure upon the
amount of business brought to it by market agencies. The Department advises
that some market agencies encourage shippers and buyers to bypass the stock-
yards. While stockyard owners now have broad powers to manage their yards;
the extent of their authority is subject to question, and a mistake in the exercise
of that authority could result in liability for very substantial damages. The ex-
press provision added by this subsection is intended to provide the stockyard
owner with some assurance that he can, on a reasonable and nondiscriminatory
basis, deny an unqualified person the right to act as a market agency or dealer.

Furnishing services without discrimination
Subsection (c) amends the language of section 304 of the Act by striking "It

shall be the duty of every stockyard owner and market agency to furnish upon
reasonable request, without discrimination, reasonable stockyard services at
such stockyard" and inserting "All stockyard services furnished pursuant to
reasonable request made to a stockyard owner or market agency at such stock-
yard shall be reasonable and nondiscriminatory and stockyard services which
are furnished shall not be refused on any basis that is unreasonable or unjustly
discrininatory." Since section 301 (b) of the Act defines "stockyard services as
those that are furnished, this subsection does not constitute a substantive change
in the law; but an attempt to make it clear that stockyard owners and market
agencies are not required to furnish services unless they desire to do so, and that
any services they do furnish, they must furnish without discrimination.
At least a part of the doubt as to the stockyard owner's authority to prevent

unqualified persons, or persons making off market sales, from operating as mar-
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ket agencies and dealers is based on language used by the Supreme Court in
deciding Denver Union Stock Yard Co. v. Producers Livestock Marketing Asso-
ciation, 356 U.S. 282. The bill would not, however, affect that decision or the
basis upon which it was made. In that case the stockyard had issued regulations
prohibiting market agencies and dealers from soliciting business for other mar-
kets or attempting to divert livestock from the Denver Union yard. The Court
held these regulations invalid on their face as contrary to section 304 of the
Packers and Stockyards Act, 1921, which requires every market agency "to
furnish . . . without discrimination, reasonable stockyard services at such stock-
yard." The court held that "such stockyard" meant every stockyard at which
the market agency was registered; and that the regulations barred "both the
market agency and the stockyard" from performing their statutory duty since
they would prevent a market agency registered at Denver Union from furnishing
producers in the Denver area with stockyard services at Kansas City or other
yards at which such agency was registered. While the bill makes some changes
in section 304, it would continue to require that market agencies not refuse
to furnish stockyard services on any basis that is unreasonable or unjustly
discriminatory.

Neither the law nor the bill requires market agencies to furnish any services
other than stockyard services. While the regulations considered in the Denver
Union case prohibited sales at country points, and other off-market sales, the
Court held the regulation invalid on the ground that it prohibited sales at other
stockyards. Proponents of the bill intend that the changes made by the bill,
and the legislative history accompanying it, will make it clear that a stockyard
owner may prohibit market agencies from making sales at country points and
other off-market sales.

Nondiscriminatory stockyard management
Subsection (d) states the right of every stockyard owner to manage his

stockyard in a nondiscriminatory manner and to issue regulations covering the
conduct of business there. The House Committee report cites the institution of a
centralized, computerized bookkeeping and payment system to replace individual
systems as an example of what might be done under this subsection.

Nondiscrimination in determining who may operate at a stockyard

Subsection (e) prohibits any stockyard owner, market agency, or dealer from
engaging in any unfair, unjustly discriminatory, or receptive practice or device
in connection with determining whether persons should be authorized to operate
at a stockyard.

III. OBJECTIONS AT HOUSE HEARINGS AND IN FILE

At the House Committee hearings there was testimony in opposition from the
River Markets Group, the Sioux City Live Stock Exchange, the Chicago Live
Stock Exchange, the St. Louis Live Stock Exchange, and the Kansas City Live
Stock Exchange. The National Live Stock Producers Association and the Farm
Bureau testified that they would oppose the bill unless it were amended to
assure that market agencies and dealers would be permitted to render service
on other markets or in off-market transactions. This amendment, which was not
adopted, would have inserted before the quotation marks at the end of subsec-
tion (d), the following: "Such rules and regulations shall not prevent a regis-
tered market agency or dealer from rendering service on other markets or in
off-market transactions." While this amendment was not adopted, the legislative
history in the House made it clear that the bill is not intended to change the
law expressed in the Denver Union case, so that the stockyard owner would
not be able to prohibit sales at other regulated markets.
The Committee file on S. 1149, a companion bill, contains objections from

commission companies at Sioux City. The House debate contained favorable
comments on the operations of the Sioux City Exchange, and a letter from the
Deputy Assistant Secretary of the Department of Agriculture stated that "In
determining whether a stockyard owner acted reasonable, in a particular in-
stance involving one or more commission firms, we believe that one of the relevant
considerations would be whether the stockyard owner had obtained the views of
the livestock exchange with respect to the matter at issue."
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IV. DEPARTMENTAL VIEWS

Favored by the Department of Agriculture.

Senator JORDAN. Senator McGovern, I believe you have a statement
you want to make, and we will begin with your testimony.

STATEMENT OF HON. 'GEORGE McGOVERN, A UNITED STATES
SENATOR FROM THE STATE OF SOUTH DAKOTA

Senator MCGOVERN. Mr. Chairman, just a very brief informal com-
ment. I am one of the cosponsors of the bill, as you know. I introduced
this bill along with the Senator from North Dakota, Senator Young,
last year at the request of some of the stockyards people.
At the time I introduced the legislation, it was my impression that

there was no opposition to it in the industry and, as a matter of fact,
that it had the unanimous support throughout the industry.

Since then, some of the people in my own State and adjacent States
have raised some serious questions about it. So, I think it is well that
we are holding these hearings, to give everybody a chance to come in
with any questions they may have about the legislation, and my own

iposition s to keep an open mind on it and listen to the testimony on
both sides.
I want to commend the chairman for scheduling these hearings so

that those who do have questions about the bill will have an oppor-
tunity to air their views and have them fully evaluated by the
committee.
Senator YOUNG. Mr. Chairman, I might say that as cosponsor I

share completely the views expressed by Senator McGovern. I do not
know of a time when hearings would be more helpful than they are on
this bill. I think all of us have open minds on it. There may be some
provisions that should be changed. All of us will listen very atten-
tively to the witnesses that will appear today and tomorrow.
Senator JORDAN. I appreciate hearing from you, Senator McGovern

and Senator Young. I knew you were both cosponsors of the bill. I am
glad you are here, too, Senator Boggs. I want to say for the record
that it has always been my policy when a bill comes under my subcom-
mittee that is not entirely satisfactory to all parties concerned, I try to
schedule hearings and give every one an opportunity to be heard. I
think that is the proper way to handle such legislation and I am glad to
do this. We have scheduled 2 days of hearings and will try to give all
the witnesses ample time to state their views because this is an im-
portant piece of legislation.
Senator JORDAN. Mr. Secretary, we will be glad to hear from you.

This is the Honorable George Mehren, Assistant Secretary of Agri-
culture, and Donald Campbell, Acting Administrator of Packers and
Stockyards Administration, Department of Agriculture. You may
proceed.

STATEMENT OF HON. GEORGE L. MEHREN, ASSISTANT SECRETARY
OF AGRICULTURE

Mr. MEHREN. Thank you. I also have with me, Harold Carter, Di-
rector of the Regulatory Division of the Office of General Counsel in
the Department.



I appreciate this opportunity to discuss the Department's views
on S. 1149 and H.R. 10673. These bills would amend the Packers
and Stockyards Act to clarify the responsibilities of stockyard owners
in the management and control over their market facilities.
The bills are in large part, identical, except that H.R. 10673 con-

tains several clarifying changes suggested by our Department. We
favor the enactment of the legislation, with these clarifying changes.
The primary objective of the bills is to make it clear that a stock-

yard owner has the responsibility and right to manage and regulate
his stockyard in a just, reasonable, and nondiscriminatory manner and
to require

i
 persons operating at the stockyard to conduct their opera-

tions n a manner which will foster, preserve, and insure an efficient,
competitive market.
The bills expressly provide that no person can engage in business

at the stockyard as a market agency or a dealer unless the stockyard
owner ha-, determined that his services will be beneficial to the busi-
ness and welfare of the stockyard and its patrons and customers. Such
a determination by a stockyard owner (under H.R. 10673) "shall be
made on a basis which is not unreasonable or unjustly discriminatory."
The bills would relieve stockyard owners of the requirement to fur-

nish stockyard services to all persons upon reasonable request without
discrimination, but would provide that all stockyard services fur-
nished pursuant to a reasonable request at a stockyard must be reason-
able and nondiscriminatory.
The bills apply to terminal stockyards and auction markets. The

questions of stockyard owners' rights, however, have arisen primarily
at terminal markets. Terminal markets—there are about 50 of them—
are stockyards like the yards at Chicago, Omaha, and Sioux City where
livestock are sold at private treaty in negotiations between commission
sellers and buyers. Many terminals also conduct auction sales on cer-
tain days of the week.
At these terminal stockyards, the stockyard owner provides the

facilities. Some stockyard owners have investments of $10 or $15 mil-
lion. Tile actual selling is done by commission firms in free pen space
provided by the stockyard owner. The commission firms pay rent for
any office space leased from the stockyard owner, but they pay no rent
or fee for the pen space at the stockyards. The stockyard owner's
existence is dependent upon the yardage charges collected from the
shippers upon the livestock sold by these commission firms.
The commission firms at a terminal market are, in effect, the selling

arm of the stockyard.
Serious questions have been raised under the present statute as to

whether the stockyard owner can refuse to furnish facilities and serv-
ices to a commission firm which is not furthering the best interests of
the market.
At one time, the terminal stockyard owners had a virtual monopoly

over livestock marketing. Under those conditions, the statutory regu-
lation sought to be changed in the present bills may have been appro-
priate. Those conditions no longer prevail.
At present, the terminal stockyards are surrounded by approxi-

mately 2,200 auction markets and thousands of packer and dealer
buying stations.



The percentage of federally inspected slaughter cattle bought at
terminal stockyards has declined from 91 percent in 1925 to 31 percent
in 1966. In other words, the longrun downtrend has continued. The
comparable decline in slaughter hogs has been from 76 to 22 percent,
again for 1966, and in sheep, 82 to 22 percent.
Most market agencies selling: livestock at terminal markets conduct

their activities in a manner which will foster and preserve an efficient,
competitive market. . .We understand, however, that some commission firms exert more
effort in convincing shippers and buyers to do business away from
the stockyard than in getting business to be handled at the stockyard.
Solicitations for off-market transactions, we• understand, are• made in
the free pen space provided by the stockyard owner. This serves to
weaken and destroy the public market by reducing receipts substan-
tially, reducing buying power, and increasing marketing costs for the
shippers who continue to use the market.

Prices at terminal markets are promptly disseminated throughout
the country by market news reports. These terminal prices are used
as a pricing basis in off-market transactions. This further emphasizes
the need for terminal markets to be operated in the best interests of
the market and the shippers to the market.
Our interest is to provide conditions which will afford the terminal

markets an opportunity to attempt to remain competitive in a market-
ing structure in which they have long since lost their monopolistic
position, so that producers in this way will have the benefit of viable
markets at reasonable marketing charges. This is to the advantage of
the producers who prefer this method of marketing, the buyers who
have an opportunity to buy substantial volumes of livestock at a singlelocation, and the commission men who are provided with a place of
business.
In a case involving the Denver Union Stock Yards and the Pro-ducers Livestock Marketing Association, the Supreme Court stated:
We are told " * that the economics of the business has changed, that whileat the passage of the Act more livestock purchases were at the stockyards, nowa substantial portion—about 40 per cent, it is said—takes place at private live-stock markets such as feed yards and country points. * * * If the Act doesnot fit the present economics of the business, a problem is presented for theCongress.

In our opinion, the proposed legislation is needed to meet the dra-matic changes which have occurred in the marketing of livestock since1921.
The National Commission on Food Marketing also recognized thepossible need for amendment, in this respect. It stated, in its report onpage 108:
Terminal markets for livestock are still the focal points of livestock tradingin many areas, play an important role in all pricing, and are especially importantsales outlets for smaller producers. In order that these markets have everyopportunity to serve the changing needs of the livestock industry, and in view ofincreased competition from other marketing methods, the Packers and Stock-yards Act should be .administered, and if necessary amended, to give stockyardowners and marketing agencies the greatest flexibility and control over theiroperations consistent with protecting the interests of buyers and sellers.
Senator YOUNG. Mr Chairman, could I ask a question at this pointfor clarification? Just what supervision does the Department of Agri-
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culture have over the stockyards? Could you make the necessary
changes that you think should be made?
Mr. MEHREN. It is my personal opinion, Senator Young, that this

legislation is almost entirely for classification. I believe that in terms
of decisions of our judicial officer in the Department, fortified by court
decisions, that the powers made explicit here are at least implicit in
the present statute.
The basic purpose here is to make it clear and clear beyond any

question that subject to the restrictions of the just, reasonable and non-
discriminatory findings, that a stockyard owner is put on notice that
he may do that which these amendments say, but we think that he has
these powers now, but they are not clearly stated.

Senator YOUNG. Do you think Supreme Court decisions have raised
some question about your jurisdiction in supervising and regulating
them?
Mr. MEHREN. I know of no Supreme Court decisions that would raise

such questions. I believe that in the absence of explicit legislative
history and explicit statutory language, there are stockyard owners
who feel that were they to avail themselves of the powers implicit
in the present statute and fortified by our own administrative findings,
they may lay themselves open to civil damage suits which could last
for a protracted period, and what is being asked really is clarification to
avoid this danger to the stockyard owners in managing their own
business.

Senator YOUNG. Do they feel that even though they had your ap-
proval; that is, the Department of Agriculture, they would still be
subject to claims by lawsuits?
Mr. MEHREN. They feel they could be so subject, but if the present

statutory language suggested by the Department were made effective
by the Congress, then a finding by a stockyard owner either to deny use
of facilities to a market person or to remove him from the market
would on appeal of the person involved, be reviewed by Packers and
Stockyards Administration and the Secretary. Were the person who
considered himself aggrieved thereby dissatisfied with the finding of
the Department, he has recourse to the courts through regular proce-
dures. So that under the amendatory language here, the stockyard
owner would have quite unequivocal authority either to deny the use of
his facilities or, I think, also to deny continued use under specified cir-
cumstances and standards but the person so denied would have access
to appeal through the Administration here and up to the Office of the
Secretaaly and from thereafter to the courts, if he so elected.
Senator YOUNG. Let me ask a question just for clarification. Suppose

a commission firm doing business in a stockyard felt that the owners of
the stockyard were providing poor hay at too high a price and they
complained about it and got in trouble with the stockyard owners.
What would happen? Would you take any action there or could the
stockyard owners deny the use of the yard by this commission firm be-
cause they could not get along with them for reasons such as that?
Mr. MEHREN. Well, I would assume there would be immediate in-

formal contact with the person who felt he was aggrieved, the dealer or
market agency, to the Packers and Stockyards Administration. I do
know this, that under the language of this amendatory statute, the per-
son who felt he was so aggrieved by the stockyard owner would have
immediate access for appeal. This would be reviewed under standard
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procedures by the Office of the Secretary and the stockyard owner could
very well be reversed if his action were found to be unjust, unreason-
able or discriminatory, or not in keeping with the basic purposes of the
overall statute itself.
Senator YOUNG. I do not know if there are any such abuses like that

now but I know there were years ago. It is probably no problem at all
now but it was years ago when I used to ship livestock.
Mr. MEHREN. Senator, I can say this, that there is easy access as an

administrative and operating factor any person who feels himself to be
aggrieved by any of the matters subsumed under this statute because
each 2 weeks I get a review of what actions have occurred and there are
lots of them and there is no difficulty here in making protests known.

Senator YOUNG. The questions I ask are purely for clarification.
Senator JORDAN. May I ask a question? Does the stockyard owner

always provide the food, whatever it might be, while the cattle are in
his market?
Mr. MEHREN. Yes; he does.
Senator JORDAN. They have to buy from him.
Mr. MEHREN. Yes. He provides this.
Senator JORDAN. I imagine he could not charge one fellow one price

and another another price. It would be discriminatory.
Mr. MEHREN. Yes; it would.
Senator JORDAN. He would have to have a price for everybody in

the yard that day, would he not?
Mr. MEHREN. Yes.
Senator JORDAN. I would not think he could charge one man too

much or another not enough.
Senator YOUNG. That was not my question. He could have—I do

not say they do but he could have hay prices much too high for the
quality hay provided.
Senator JORDAN. He could do this.
Mr. MEHREN. In that event, I am pretty sure we would hear about

it and we would hear about it and where there are organized exchanges
on the commission, people on the markets, we would hear from them.
There is ample and easy mechanism whereby issues of that sort can
be resolved.
Senator YOUNG. And you can resolve each question like that?
Mr. MEHREN. Yes. He is required to provide just and reasonable

and nondiscriminatory service and the Packers and Stockyard Ad-
ministration is charged with the duty to enforce this law. It is a clear
"Yes" to your question.

Senator MCGOVERN. In that connection, Mr. Secretary, do you have
any personal anxiety about the language of this being used by the
stockyards operator in an arbitrary way to rule out a particular com-
mission operator, if for any reason or other, it did not like someone, or
as some sort of favoritism or other consideration might cause an arbi-
trary action by a stockyard operator.
Mr. MEHREN. I have none whatever, Senator McGovern. I have read

very carefully a series of cases resolved by the judicial officer and
others resolved by the courts. I also have worked almost 5 years now
in this area in the Department and I see no single instance in which
arbitrary action, if once alleged by the aggrieved, has not been given
appropriate hearing under standard procedures general to all of our
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regulatory activity in the Department. So again, my answer is an
unequivocal "No" to your question.

Senator MCGOVERN. Related to Senator Young's questions about
whether the Department has the authority to provide the kind of
practices and marketing standards that this legislation permits, what
are the problems, if any, with asking for additional public regulation
by a public body, perhaps a quasi-public agency over the yards, instead
of giving authority to the stockyards operators?
Mr. MEHREN. I think the basic hypothesis of this bill is that in the

context in which the stockyards no longer have the status of a public
trust or of a regulated monopoly or a marketing position even re-
motely approximating monopoly power, that he may manage his own
business without adverse effect upon the efficiency, the honesty, or the
competitive nature of the market. This is really the explicit intent in-
tended in these clarifying amendments. Nonetheless, despite these
changes in the status of the stockyards as part of the total marketing
mechanism, there is a statutory specification of appeal procedure if
any one involved, anyone, considers that the action has been unjust or
unreasonable or discriminatory or arbitrary or capricious or any of the
other basic standards by which this regulatory activity is handled.
With respect to your question of a public or quasi-public body, if I
understand you, I doubt very much the constitutionality of this. The
ultimate authority is vested in the Secretary of Agriculture by law.
Informal consultation among any of the parties involved is fully avail-
able at the moment but the final authority to execute, the final respon-
sibility to execute, I am quite sure, must constitutionally be vested in
the Secretary of Agriculture although he, too, is bound by the Admin-
istrative Procedures Act and the other statutes governing members
of the executive branch.

Senator MCGOVERN. But, you would prefer to give greater, or at
least spelled out more in detail, the responsibility of the yards for
policing themselves rather than asking for additional authority for the
Department to set standards?
Mr. MEHREN. That is correct. I do not think we are asking for any

additional authority at all. We are asking really for clarification but I
would also emphasize that all of the procedures for appeal from the
finding or decision by a stockyard owner remain to him, perhaps
fortified by this amendatory language.

Senator MCGOVERN. It is your preference not to ask for additional
authority, additional public regulation, but to strengthen the hand of
the stockyard in providing regulation?
Mr. MEHREN. While continuing to have a channel of appeal if that

authority of the stockyard owner is in any measure abused. I would
emphasize that, that we specifically retain all of the standing channels
of appeal and review through carefully specified due process up
through the Secretary's office and if necessary from there to the courts,
so that no stockyard owner may abuse these powers which we clarify
with this language.

Shall I go ahead, sir?
Senator JORDAN. You may proceed; yes, sir.
Mr. MEHREN. The ability of the terminal marketing system to sur-

vive in the marketing system of the next decade or two may well
depend upon giving the stockyard owners sufficient authority to man-
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age their stockyards as is provided by these bills. Some terminal
stockyards have ceased operating as terminal markets in recent years.
Others may cease operations in the not too distant future.
Our Department does not favor any system of marketing over any

other. But we have a real interest in preserving for producers a rea-
sonable number of marketing alternatives. We believe that terminal
stockyard owners should be afforded the opportunity to manage their
stockyards in a manner which will enable them to continue to remain
competitive.
In our legislative report to the Congress we have suggested several

changes in the language of S. 1149 (which are included in H.R.
10673) to make it clear beyond question that the actions of a stock-
yard owner are subect to review by the Secretary.
Senator YOUNG. On page 5 of your statement you mention the need

to maintain a competitive market. I think this is highly important.
There is nothing more important to livestock producers. The more
direct buying you get, the less competition there is in the market.
The market sets a price on 31 percent of the cattle marketed now; all
the other purchases are made outside of the terminal markets. The
price established in the market is a guideline for these sales. The less
marketings you have through regular terminal stockyard procedures,
the fewer competitive markets you have and you eventually would do
away with any competition at all.
Mr. MEHREN. What we seek really is to have a sufficient number of

alternative channels of buying and selling such that the foreclosure
or threatened foreclosure of any one of them will not yield any ad-
vantage you could not get otherwise. That is what we mean by com-
petitive markets here. But at the same time, we are not here today to
advocate any favored position for stockyards as opposed to others.
We merely ask that they be given a management right, common to
most free enterprise businesses in this country, as a means of per-
mitting them to stay competitive on their own and by their own
efforts if they can do so, Senator.

Senator YOUNG. Then the stockyards and the commission firms have
the same interest?
Mr. MEHREN. That is correct.
Senator YOUNG. That is marketing the maximum number of live-

stock through competitive bidding in the yards.
Senator JORDAN. Mr. Secretary, in North Carolina I know that there

must be 15 or 20 auction markets—I believe that is what they are
called—where cattle are sold by commission. Is that correct?
Mr. MEHREN. That is correct, but it is a different situation. In

essence in an auction market the auction person is the only seller,
whereas in a stockyard, a stockyard owner provides services and
facilities and the people who do the selling are totally independent
of him, you see. First, they are not restricted just to one selling person
and there is total independence or separation of your sales agents on
a terminal market from the stockyard owner whereas with an auction
market there is only one seller operation and that is the auction per-
son who normally owns the market.

Senator JORDAN. There are a good many buyers at these small
markets.
Mr. MEHREN. Yes.

S9-4S8-6S 2
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Senator JORDAN. Would this law apply to these small markets?
Mr. MEHREN. Well, I am not a lawyer. I believe technically it would

apply to auction markets but actually would have no relevance to
them whatever. It is relevant only to the terminal markets where the
stockyards is owned by one person or a group provides facilities,
services, et cetera, and the sales function is done by commission or
other market agents independent of the owner of the yards. So, it is
really relevant only to terminal stockyards.
Senator BOGGS. Mr. Chairman, at this point I would like to ask

the Secretary to give me one or two examples of just what this legisla-
tion is intended to correct.
Mr. MEHREN. Well, there are quite a few examples in the history

that I have been over in the last few weeks, Senator. There have been
instances in which a commission merchant has gone to a stockyard
owner and asked for pen space. He has been denied pen space on the
grounds that in order to have a fair, efficient, and competitive market,
first, additional sales agents are not needed. Second, to provide it
would require the construction, say, of a totally new alley, and that the
return that could be expected by the owner was such that he would
not in the public interest be required to provide such space, which
he must do free, I would add.
There are instances where registered commission people have ap-

parently sold maybe 1 day out of 3 months and spent their time in
saloons or painting pictures, and operated on a sporadic or inter-
mittent basis. Our judicial officer or the courts have determined that
the denial of pen space to such a man is not unreasonable.
There have been instances, alleged at least, in which some sales peo-

ple on the terminal markets have been charged, at least, alleged, at
least, carefully and consciously to try to divert business away because
simultaneously they are operating in competitive market channels.

Senator BOGGS. I see.
Mr. MEHREN. And while they are fully authorized so to do, if it

were not hostile to the basic intent of the act under this amendatory
language the stockyard owner would be able to deny him such, and
so there is, and I believe introduced in the House side, a series of
specific examples of the sort of thing that is contemplated to be covered
by this statute and if it pleases the chairman I am sure we could submit
this same set of 
Senator JORDAN. We will be glad to have it.
Mr. MEHREN (continuing). Actual instances here.
Senator BOGGS. That would be helpful. Thank you.
(The information is as follows:)

EXCERPTS FROM HOUSE HEARINGS ON H.R. 6231

Letter of June 5, 1967, from Secretary of Agriculture

"Some stockyard owners have investments exceeding 15 million dollars. The
commission firms at a terminal stockyard are in effect the 'selling arm' of the
stockyard. The stockyard's existence is largely dependent upon the, activities of
the commission firms at the stockyard. Market agencies engaged in business at a
terminal stockyard are provided with free pen facilities furnished by the stock-
yard owner. Their activities at a stockyard should, therefore, be subject to rea-
sonable control by the stockyard owner.
"Most market agencies selling livestock at terminal stockyards conduct their

activities in a Manner which will foster, preserve, and insure an efficient, corn-
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petitive public market. Others, however, engage in practices which are not in
the best interests of the market or patrons of the market.
"Some commission firms engaged in business at terminal stockyards exert more

effort in getting shippers and buyers to `by-pass' the stockyards than they
exert in getting business to be handled at the stockyards.

"Solicitations for 'off-market' transactions are made in the free pen space
provided at the stockyards by the stockyard owners.
"The stockyard owner's revenue is dependent upon the volume of livestock sold

by the market agencies at the stockyard. If the firms at the stockyard do not sup-
port the market, and the stockyard owner has no control over this matter, the
stockyard owner can be forced to close his business.
"In addition, commission firms selling livestock at a terminal stockyard are

injuring their cosignors if they dilute packers' buying needs by 'off-market'
transactions with the same packers who are buying from them at the stockyards.
"The proposed bill would permit stockyard owners to impose such requirements

as are appropriate to protect the market and its patrons, and to take other action
to foster and insure an efficient, competitive market. For example, an addition
to the need to control the matters referred to above, some stockyard owners have
determined that substantial savings could be effected by a centralized, compu-
terized, bookkeeping and paying system. A single bookkeeping and paying system
at a stockyard might replace 25 to 50 separate accounting systems, leading to
reduced marketing cost."

•
Mr. KLEPPE. As it is written now, do I understand correctly that the stock-

yard owner would have the last word as to who would be allowed to come into
the stockyard to function? For example, if he knew of some background of a per-
son, that the commission firm was not good, he could refuse to have them enter
his yard and function, is that correct?
Mr. LEONARD. He could.
Mr. KLEPPE. What you are suggesting is that each individual would have

recourse to the Secretary—that is, each commission firm?
Mr. LEONARD. Right—we do not argue with that.

• a
Mrs. MAY. Mr. Secretary, I would like to have you comment a little further

for the record on some parts of your statement.
On page 1, the bottom paragraph, you state:
"The bill expressly provides that no person can engage in business at the stock-

yard as a market agency or a dealer unless the stockyard owner has determined
that his services will be beneficial to the business and welfare of the stockyard
and its patrons and customers."
Would you comment for us, from your background of experience, as to how

the stockyard owner would determine which of these persons or firms would help
or be beneficial to the welfare and business of the stockyard, and those that
would not be beneficial. What, from your viewpoint, would you use as a criteria
to make this determination? If you would give us specific examples. I think that
it might help to clarify the record on this point.
Mr. LEONARD. If I may, I would like to have Mr. Campbell comment on that.
Mrs. MAY. Yes, Mr. Campbell.
Mr. CAMPBELL. I believe that ordinarily the stockyard owner would allow

anyone to do business on the stockyard unless he had some real reason for not
allowing him on the stockyard.
To give a few examples, in the past we understand that at one stockyard there

was a commission firm which consisted of one man who spent most of his time
painting. He was really a painter. If he ever got a load of livestock to sell,
he would run down to the stockyard, find out what the prices were, and sell it to
the first person he could, sell it to.

a a
Another person, we understand, was the tollkeeper on a nearby bridge. He

did that same thing.
These are just illustrations of what can go on under the present act. And if

the stockyard owner knew that was the case, he would probably deny to such
persons the use of the stockyards because they are not really interested in
fostering a good livestock market.
Mr. MAY. For the record again, does this type of operation by, I assume you

would call it a part-time commission firm person, hurt the stockyard?
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Mr. CAMPBELL. The word gets around that this is going on. Shippers to the

market find out that this kind of commission firm is on the market—probably

not the shippers who are using that commission man or they would not be using

him—other shippers see that it goes on—and the rumor spreads. In all likelihood

that commission man will get lower prices for the livestock he is selling. He really

does not know what the true buying strength is. He is interested in selling the

livestock quickly and turning them over to the first person who will take them

off of his hands. As a result, he will get a lower price established.

Here, again, the news spreads like wildfire. If a commission firm on a market

is selling livestock at $25, that could dampen the price later received by some

other seller who knows the true value of the livestock. If you have a poor com-

mission firm on a stockyard, it would do damage to the whole market.

Mrs. MAY. And under the present wording of the law the stockyard owner

cannot prohibit the use of his stockyard to this type of a commission firm?

Mr. CAMPBELL. We feel that he has the authority but if he guesses wrong and

tries to put the person off the market, then immediately he can be subject to a

tremendous damage suit. Some of those have been filed in the past. And if the

commission man ultimately prevails in court, if the court says that he was

wrongfully put off the market, damages could go on for years before the litiga-

tion was finally terminated. In view of that risk, stockyard owners fear to

exercise their authority.

"ADMINISTRATIVE AND JUDICIAL 'DECISIONS INVOLVING STOCKYARD OWNERS'
AUTHORITY

"Carpenter Walsh Commission Company v. The Sioux City Stockyards Company,

1 Agricultural Decision 738 (1942)

"The stockyards company attempted to eliminate from the yards the three com-

mission firms which made the least use of assigned space and transacted less

business than the other commission .firms.
"The Judicial Officer, U.S.D.A., ruled that there was no showing that this

was a reasonable action by the stockyard company. The facts do not show

why the complainant could not have received a smaller pen space which would

show a considerably higher percentage of use. Also the evidence is restricted to

the one year 1941 which is not necessarily a representative year for the com-

plainant's ,business. Moreover, there was no regulation putting the market

agency on notice of such intention by the stockyard company in advance, and

lack of reasonable notice in a matter of such vital concern to the complainant

violates fundamental standards of fairness.

"Union Stockyards Co. of Fargo, 13 Agricultural Decision 602 (1954)

"The Judicial Officer, U.S.D.A., ruled that where the stockards company

arbitrarily failed and refused to assign pen space, upon reasonable request to

a registered dealer at the stockyard, the respondent discriminated unfairly

against the dealer in violation of the Act, and the stockyard company is ordered

to cease and desist from failing to render reasonable and nondiscriminatory

stockyard services.

"Flynn v. Kansas City Stockyards Co., 12 Agricultural Decision 14 (1953)

"Dealers who had previously been assigned pen space at the Kansas City Stock-

yards requested the Secretary to require the stockyard to assign pen space to

them. The dealers had been involved in weight frauds at the yards, and were

denied pen space.
"The Judicial Officer, U.S.D.A., ruled that since pen space was unavailable, it

was unnecessary to base his decision of the ground of the dealers' unfitness.

"The Judicial Officer stated:
"'In seeking entry into the livestock dealer business on premises owned by

the respondent stockyard company, the complainant Shouldered the burden of

demonstrating that pen space was available for assignment and that the stock-

yard company by refusing to assign such space to them engaged in a discrim-

inatory practice, in violation of the Act. * * * Mere registration as a market

agency with the Secretary of Agriculture does not automatically force the

stockyard company under any and all conditions to provide the registrant with
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facilities to do business. * * * Since the preservation of the integrity of public
markets is one of the principal aims of the Packers and Stockyards Act, it
would not seem that refusal of the respondent to reinstate these complainants
as dealers with pen space would be a violation of any provision of the Act. But
since we have found and concluded that the complainants have not sustained the
burden of demonstrating the availability of space for -their use, it is unneces-
sary to base our 'decision on this ground also.'

"Gilbert R. Smith v. Union Stockyards Company, 9 Agricultural Decision 588
(1950)

"The Judicial Officer, U.S.D.A., ruled that the facts fail to prove that respond-
ent stockyard company violated the Act by refusing to allow pen space to a
market agency which wished to initiate business at the stockyard.
"The Judicial Officer stated:
"'The complainant is seeking entry into the commission business through the

use of facilities owned by the respondent. He has not shown that there is an
insufficient number of selling agencies at the stockyard, that is, that number of
existing firms is not "reasonable" for the amount of business at the stockyard.
* * * We cannot say then that it was unreasonable or unlawfully discriminatory
for the respondent in the light of its former experience to determine in its man-
agement's discretion that in its large facilities it should have one commission
firm per alley in the cattle division. We cannot say, either, that it was unreason-
able or unlawfully discriminatory for the respondent to decide that the building
of another alley for the complainant would not warrant the necessary capital
outlay without a better demonstration of compensatory revenue than the com-
plainant could make. Because the respondent did offer to take in Missouri
Farmers Association and refused the complainant does not therefore mean unlaw-
ful discrimiantion against the complainant.'

"Houfburg v. Kansas City Stock Yards Co. of Maine, 283 S.W. 2d 539, 544
Missouri, (1955)

"The court held that a 'stockyard company is not granted a franchise by the
state or federal government and it does not necessarily have a monopoly. * * *
Subject to reasonable regulation, the right to control and conduct the business of
a stockyards company remains in the company just as it did before the enactment
of the [Packers and Stockyards] Act.'

"Carnes v. St. Paul Union Stockyards Co., 205 N.W. 630 (Minnesota, 1925)

"The plaintiff was an employee or member of a commission firm which was
suspended from operating at the St. Paul Stockyards. The court ruled that the
plaintiff had made a prima facie case and that his complaint should not have been
dismissed. In its decision, the court stated (p. 632) :
"'But undoubtedly defendant has lawful interests to protect, and may properly

refuse to admit to its yards a commission man, or one of his employees, if there
is justification or a valid excuse for the refusal. As was said in the Joyce case,
defendant might insist that no unworthy persons should be employed upon its
property, and, if that was the basis of its action, no liability exists. In other
words, defendant is not merely an officious intermeddler in plaintiff's affairs,
with no legitimate interest to serve. Such an intermeddler can rarely, if ever,
justify or excuse his conduct. But one standing in the position of defendant has
rights which it may assert by excluding from its property a man of doubtful
reputation, or one who had been guilty of misconduct in his dealings with de-
fendant's patrons. What would justify exclusion we do not now attempt to
decide. We do say, however, that, because defendant had a legitimate interest to
protect, in that it is the owner of the stockyards who is responsible for their
efficient management and proper use, particularly by local market agencies, it
has liberty of action much wider than that of a third party having no such
interest or duty in the premises, and a discretion of management not lightly to
be interfered with by the judiciary, who have none of the regulatory and admin-
istrative power, legislative in origin, which has been assigned by Congress to the
Secretary of Agriculture.'
"In a later case involving the same issues, 221 N.W. 20 (1928), the plaintiff

had lost in the trial court and did not appeal. But the defendant appealed from
an order denying its counterclaim asking that the plaintiff be permanently



18

enjoined from operating at the yards. The court ruled that there was no basis
for a permanent injunction. In its opinion, however, the court stated (p. 21) :
"'The defendant's stockyards are devoted to a public use. * * * Still such

institutions may, without incurring liability, deny the use of their facilities
to dishonest dealers and so protect the general public. Dishonest traders should
not be permitted to do business in the yards. The plaintiff claims that under
the Packers and Stockyards Act, 1921, all control is with the Federal authorities.
In [the Carnes case] we held that the District Court had competent jurisdiction
to sustain the authority of the defendant in excluding those engaged in dishonest
practices.'

"Denver Union Stockyard Co. v. Producers Livestock Marketing Association,
356 U.S. 282 (1958)

"The Supreme Court held that a regulation of the Denver Stockyard Company
prevented a market agency at Denver from soliciting business for, or diverting
business to, any other market, and that such a regulation was invalid because
it was in conflict with the Packers and Stockyards Act. The court referred to the
terminal stockyards as 'great national public utilites', and to the intent of the
Packers and Stockyards Act to prevent such stockyards from engaging in
'monopoly practices'. (p. 288-290)

"Acker v. U.S. 12 F. Supp. 776, 779 (1935), aff. 298 U.S. 426

"In a stockyard rate case involving market agency rates, holding that the Secre-
tary had the power to regulate rates, it was also held that although a stockyard
is "K * * subject to reasonable regulation in the public interest, the management
and right to control the policy of a business affected with a public interest belong
to its owners.'

"Farmers Union Livestock Ass'n v. St. Paul Union S. Co., 97 F. Supp. 539, 541
(1951)

"The Court held that a stockyard operator's practice of basing allocation of
pens and relative location of those pens upon amount of business done by com-
mission firms to whom space was assigned was not in itself a violation of the
P&S Act. It was an exercise of its 'business discretion.'

"Fort Worth Stockyard v. Brown, 161 S.W. 2d 549, 554 (1942)

"The court held that a plaintiff stockyard owner is not precluded 'from deter-
mining who may and who may not transact business on its premises. This we
believe to be true even though plaintiff's business is of general public nature.
Plaintiff should always be accorded the right to the exclusive use by it or by
those chosen by it, to use and enjoy its premises.'"

Senator JORDAN. If a stockyard owner furnishes free pen space,
where does he get his revenue?
Mr. MEHREN. He gets it from the shippers who ship the product in

to him. That is the—the charge goes to them.

STATEMENT OF DONALD A. CAMPBELL, ACTING ADMINISTRATOR,
PACKERS AND STOCKYARDS ADMINISTRATION, MARKETING
AND CONSUMER SERVICES, U.S. DEPARTMENT OF AGRICULTURE

Mr. CAMPBELL. There is a yardage charge.
Senator JORDAN. And that is where he sells the feed, et cetera.
Mr. CAMPBELL. The yardage charge is in addition to the commission

charge charged by the market agencies for the selling.
Senator YOUNG. He usually makes some profit on the feed that he

provides.
Mr. MEHREN. Most terminals do not make much, if any, profit on

feed. They make their profit on the yardage charge, paid by the ship-
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pers. The yardage charge pays for the basic stockyard facilities fur-
nished, such as facilities for receiving, handling, buying, selling,
weighing, and delivery, and services such as weighing and handling
and delivery of livestock to the buyers. That sort of thing he provides
and charges for. That is the sole source of his revenue. He gets
nothing from the commission people who are paid directly by the
person for whom they work.
Senator McGovEmsr. Mr. Secretary, as long as we have stopped here

momentarily, let us assume if the bill is passed and a commission firm
is barred from operating by one of the stockyard coinpanies, and then
he appeals through USDA and maybe to the courts, what happens
to that man's business during the appeal? Is he closed down for a
period of weeks or months or whatever time it takes for that appeal
to be evaluated or what happens to his business during the appeal
period?
Mr. MEHREN. How long does that appeal take?
Mr. CAMPBELL. Well, first he could get a temporary restraining

order in all probability. If it is an arbitrary action, he would have
immediate access to the courts asking for a temporary restraining
order. But, if it is not a patently arbitrary action the court might deny
it. In that case if he is denied pen space and ultimately it is determined
he should not have been denied pen space, then he is entitled to mone-
tary damages for the entire loss of business and the damages could be
quite high. So as a practical matter the stockyard owners would be very
slow to ever deny pen space under such conditions. They realize they
could be subjected to tremendous damage suits.
Mr. MEHREN. I believe the Department also has the authority to

provide reparations after hearings.
Mr. CAMPBELL. That is what I meant by damages to be paid. We

would issue our own award for damages in the way of a 'reparations
order.

Senator JORDAN. You already have that authority now in the act.
Mr. CAMPBELL. Yes, that is right, but the regular court system still

has authority to grant temporary restraining orders and preliminary
injunctions.

Senator YOUNG. How long does it take the court to act on this?
Mr. CAMPBELL. On a restraining order the court acts overnight or

a matter of days, but for full administrative hearing to be heard, that
could take a year or two.
Mr. MEHREN. I believe on this kind of injunction the maximum

period is 10 days because I believe for this kind of a temporary in-
junction it must either be made permanent or lifted within 10 days.
Therefore, the court is confined on all matters of this sort to 10 days.
Senator YOUNG. They must have better courts than they have in the

District of Columbia.
Senator JORDAN. What the Senator is referring to is rather like

mail—you leave it a certain length of time and it answers itself. Here
if they do not try them in so many months they just wipe the slate
clean and start all over again. Is that what you are thinking about?
Senator YOUNG. Yes. Here in the District of Columbia, if someone

is brought into court by a policeman on a serious charge, oftentimes
the judge puts him out on probation and he can commit many more
law violations and they will not bring him back into court until he is
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tried on the first offense. There oftentimes is a delay of a year or two.
I could preach a sermon on the court system here in the District.
Mr. MEHREN. Well, we could, I think, in response to Senator Mc-

Govern's statement, issue a cease and desist order against the stockyard
owner after a hearing which would foreclose any continuation over any
protracted period of any unjust or discriminatory action. This is an
instrumentality we have now over any element of the packers and
stockyard work. We do have instrumentality under our present powers
to prevent any abuse which would lead to a protracted period of being
off the market.
Senator MCGOVERN. I do think some assurances are needed on that

point because it is conceivable that a commercial firm could have a
situation where you could put a commission house out of business un-
les they had some protection by suspending their service.
Mr. MEHREN. No. The only difficulty I would see is that there are

statutory requirements generally applicable for periods of notice and
I suppose that if an appeal were made to the administrator of pack-
ers and stockyards that the other party, the stockyard owner, would
have to be given adequate notice and reasonable time under the cir-
cumstances to prepare his side of it and to present it. But, that which
is reasonable under a situation in which a merchant might be put out
of business or permanently damaged, is a different thing from a situa-
tion in which the impact might not be so adverse to him.
So, I would think that we would do as we do in any other instance,

that if a man is in danger really of being hurt, we would hear it im-
mediately. We would make arrangements for the process within the
limitations of notice to go as rapidly as they legally can.

Senator BOGGS. Mr. Secretary, would not a stockyard owner want to
encourage more commission merchants to be available 
Mr. MEHREN. That is his basic 
Senator BOGGS (continuing). For competition there rather than deny

him?
Mr. MEHREN. That is his basic—no stockyard owner who is oper-

ating rationally would be foolish enough to take business off his
market and, therefore, he would be inclined under these amendments
to operate only in extreme conditions in which he was reasonably
sure that lie would be sustained.

Senator BOGGS. I would think so.
Mr. MEHREN. For two reasons. One, you mentioned. He would be

losing business. And second, he is in jeopardy of being reversed un-
der this language if we were to find that it was not just, nondis-
criminatory, in which case he probably would be in serious trouble.
Mr. CAMPBELL. The stockyard owners are so fearful of these dam-

age
-

suits that almost without exception they will come to us for in-
formal advice first, before they take any action, and then as soon as we
tell them that the action is illegal, or arbitrary, or capricious, in our
judgment, they will immediately withdraw it.
We had a situation just in the last few months where a stockyard

owner proposed a rule which would have affected commission firms,
and as soon as we told them in our judgment it would be unlawful,
it was immediately dropped and never put into effect. So, I think
they bend over backwards because they are fearful of damage suits
and if they err, it is on the side of not bringing action against coin-
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mission merchants where they should rather than taking action which
they should not take.
Senator YOUNG. Have you any cases where partiality was shown on

the part of the stockyard owners against one commission firm?
Mr. CAMPBELL. Over the years, commission men have won cases

before our Department in which we have held that the action was
arbitrary and discriminatory. And they have this complete review
with the full hearing and subject to court appeal if they do not like
our decision.

Senator YOUNG. How long did it take for you to make your
decision from the time the complaint was registered?
Mr. CAMPBELL. It could take in a vigorously contested case, a year

or longer, but the reason the stockyard owners do not (Yet into that
in the first place ordinarily is because they are subject'' to damages
for the full length of time they have denied pen space. So

' 
with that

damage suit staring them in the face, I think that affords adequate
protection to the cpmmission men.
Mr. MEHREN. I think we could, if the Senators wish, give you

examples of the dates on which complaints were filed and the dates of
the completion of the matter in the past in matters of this sort. If it
would be useful to the committee we would be glad to provide that
for you.

Senator JORDAN. If you will provide it we will appreciate it.
(The information is as follows:)

COMPLAINTS BY MARKET AGENCIES OR DEALERS AGAINST RULES OR PRACTICES OF STOCKYARD COMPANIES

Packers and stockyards docket No.
Complaint

date
Date of

Secretary's
order

Charge and disposition

5 June 8,1922 June 30,1924 Unjust rule-Cease and desist.
106 May 5,1924 May 15,1925 Unjust rule-Consent dismissal.
461 Mar. 16,1935 Aug. 15,1935 Services and facilities failure-Cease and desist.
721  Mar. 22, 1937 May 6,1937 Discriminatory rule-Consent dismissal.
956 July 6,1937 May 10,1938 Discriminatory facilities-Cease and desist.
979  Sept. 20, 1937 Apr. 18,1938 Discriminatory facilities-Dismissed.
1186 Jan. 19,1939 Aug. 10,1939 Discriminatory practice-Cease and desist.
1264 Sept. 5,1939 July 13, 1940 Discriminatory facilities-Cease and desist.
1460  1 Jan. 12, 1942 Dec. 17, 1942 Unjust rule-Cease and desist.
1477 Jan. 23, 1942 Sept. 2, 1943 Services and facilities failure-Dismissed.
1705 May 22,1945 Sept. 28, 1945 Discriminatory practice-Cease and desist.
1815 Oct. 1,1948 May 25,1950 Unjust rule-Dismissed.
1936 (2) Sept. 8, 1953 Discriminatory facilities-Dismissed.
2031 July 30, 1952 June 2, 1954 Discriminatory rule-Cease and desist.
2059 Feb. 1, 1953 Apr. 30, 1954 Discriminatory facilities-Dismissed.
2070 Feb. 26,1953 Mar. 15, 1954 Do.
2176  3 July 7,1955 June 18, 1956 Discriminatory rule-Dismissed.

July 7, 1958 Cease and desist.
2188 Oct. 19, 1955 Sept. 24, 1958 Discriminatory rule-Dismissed.
2276 (2) May 14, 1958 Unjust rule-Dismissed.
2289 Oct. 23, 1957 Aug. 27, 1958 Discriminatory facilities-Dismissed.

Decision by Federal district court on Nov. 27, 1942
2 Not shown.
a The final decision of the Supreme Court was issued on Apr. 28, 1958. In addition, there were 100 cases filed by market

agencies or dealers alleging damages because of lost or injured livestock resulting from negligence by stockyard employees.
T he majority of these were disposed of by consent settlement.

Senator JORDAN. You may proceed.
Mr. MEHREN. We would add the express requirement that deter-

minations by a stockyard owner as to persons authorized to engage
in business at the stockyard shall be made "on a. basis which is not
unreasonable or unjustly discriminatory." We would also add that
"stockyard services which are furnished shall not be refused on any
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basis that is unreasonable or unjustly discriminatory." With these
clarifying amendments, which are already contained in H.R. 10673,
we would be in a position to review any action by a. stockyard owner,
such as the denial of pen space, issuance of a regulation, or any other
action by a stockyard owner, which is claimed to be unreasonable or
unjustly discriminatory by someone adversely affected. These clarify-
ing amendments would make it plain that the Secretary has the
same right of review with respect to actions of a stockyard owner
under the present statute as he would have under the proposed
legislation.
In the enforcement of the Packers and Stockyards Act, we en-

courage stockyard owners to make innovations and to establish and
enforce regulations which foster efficient and competitive livestock
markets. Section 201.4 of the regulations under the act emphasizes
the importance of self-regulation by the livestock industry. It pro-
vides for enforcement by industry of bylaws, rules, or regulations
which are not inconsistent or in conflict with the act and Federal
regulations.
This right of self-regulation applies to organizations at a stock-

yard, such as a livestock exchange consisting of selling agencies at
the market as well as to the stockyard owner. However, any regulation
by a livestock exchange is binding only on the members of the
exchange. Therefore, only the stockyard owner is in a position to make
a regulation binding on all persons at the stockyard.
Senator BOGGS. Let me interrupt. On these stockyard owner's regula-

tions, does he have to have a hearing before he puts them out or has
to give due notice before they are effective?
Mr. CAMPBELL. Well, they are sent to us and we have the right to

set aside any regulation which we find to be unjust, unreasonable
or discriminatory.
Mr. MEHREN. Prior to their effectuation, if they change, affect, or

determine any part of the rates or charges, or the value of stockyard
services furnished.
Senator BOGGS. I see. Very good. Thank you.
Mr. MEHREN. We believe that stockyard owners today have broad

power to manage and control their market facilities. However, the
precise extent of their authority is subject to serious question. Any
mistake by a stockyard owner as to his authority which results in
preventing a perscm from operating at the stockyard could result
in great monetary damages being imposed against the stockyard
owner. Several cases have been filed against stockyard owners claim-
ing large damages for refusal to furnish pen space. The possibility
of such damage suits causes many stockyard owners to fear to exer-
cise the authority which they probably now have. Clarifying legisla-
tion is, therefore, desirable.
In the event of litigation resulting from a stockyard owner's exer-

cise of the authority stated in this legislation, the stockyard owner
would still be subject to a possible damage suit filed by a person or
firm claiming injury resulting from the stockyard owner's action. He
would, however, have more precisely stated authority for his action.
The amendments, together with the legislative history, would make it
clear that Congress intended for the stockyard owner to exercise his
management responsibility, subject to the Secretary's supervision.
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In the absence of any amendatory action by the Congress, a court—
construing the present provisions of the act—might be inclined to de-
cide the issues in the light of economic conditions existing 40 or 50 years
ago. Those are the conditions referred to in the legislative history
made when the act was originally enacted. The terminal stockyards
were regarded at that time as monopolistic, great national public utili-
ties. We believe that the legislative history in connection with the
present proposed amendments showing the economic conditions as they
exist today will be as important in deciding a case involving a stock-
yard owner's rights as the proposed statutory language, if enacted.
Our Department would not permit a stockyard owner to take any

unreasonable or unjustly discriminatory action removing a commis-
sion firm from the stockyard or adversely affecting commission firms.
Although the commission firms do not own the stockyard facilities,
they have a substantial and legitimate interest in being able to con-
tinue to operate at the terminal stockyards. This interest must be—
and is, under the proposed amendments—adequately protected.
We feel that stockyard owners must work cooperatively with the

commission firms engaged in business at their markets.
We have frequently urged stockyard owners to consult with .the

livestock exchange and other groups engaged in business at a terminal
stockyard before promulgating regulations or taking significant action
which affects the persons engaged in business at the stockyard. We
have stated to stockyard owners that, irrespective of their authority
to take unilateral action, the success of the stockyard is dependent upon
cooperation and harmonious relations between the stockyard owner
and the persons engaged in business at the stockyard. Frequent ex-
changes of views are, therefore, vital to a successful stockyard.
The stockyard owners have expressed an agreement with our views,

in this respect. They have assured us that they would obtain the views
of the livestock exchange and other persons engaged in business on the
stockyard before taking significant action affecting such persons.
In determining whether a stockyard owner acted reasonably, in a

particular instance involving one or more commission firms, we believe
that one of the relevant considerations would be whether the stock-
yard owner had obtained the views of the livestock exchange with
respect to the matter at issue.
This proposed legislation would not enable a stockyard owner to

prevent a commission firm from engaging in business at more than
one public stockyard. The House report on H.R. 10673 (H. Rept. 575,
90th Cong., first sess., p. 7) explains as follows:
The bill does not prevent a commission man engaged in business at a public

stockyard regulated by the Secretary of Agriculture from also engaging in
business at another such public stockyard. The testimony shows that it would
not seem reasonable or desirable for any stockyard owner to attempt to prevent
a commission man from engaging in business at more than one regulated public
stockyard. In this respect, therefore, the result under this bill would not be
inconsistent with the Supreme Court's holding in Denver Stock Yard versus
Livestock Association, 356 U.S. 282, that the Packers and Stockyards Act does
not permit a stockyard owner to prevent a commission man engaged in business
at his stockyard from also engaging in business at another regulated stockyard.

Under the proposed legislation, if a stockyard owner prohibited or
restricted "country" activities—that is, activities not at any public
stockyard—by the commission firms engaged in business at the stock-
yard, the Secretary would consider each case on its merits to deter-
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mine whether the regulation was fair, reasonable, and nondis-
criminatory.
An outright prohibition precluding a commission firm engaged in

business at a stockyard from engaging in any "country" transaction
under any circumstances would seem to be unreasonable. However,
some type of prohibition or limitation in this respect may be neces-
sary to prevent a stockyard owner from having to go out of business,
resulting in a less competitive market available to producers. All of
the relevant facts would have to be considered on a case-by-case basis
with a complete factual record, including expert testimony as to the
matter. Any party adversely affected by a determination by the Secre-
tary in such a case could obtain judicial review of the Secretary's
determination.
We believe that with the amendments to the proposed legislation

contained in H.R. 10673, the authority of the stockyard owners will
be clarified and extended in a manner beneficial to the livestock indus-
try, while at the same time preserving the right of the Secretary to
prevent any abuse of such authority.
We will be happy to respond to any questions you may have.
Senator JORDAN. Senator McGovern, do you have any further

questions?
Senator MCGOVERN. I think we have pretty well developed the

questions I had as we went along, Mr. Chairman.
Senator JORDAN. Thank you.
Senator Young?
Senator YOUNG. No. I have no questions.
Senator JORDAN. Senator Boggs?
Senator BOGGS. No, thank you, Mr. Chairman.
Senator JORDAN. Senator McGovern, would you chair this subcom-

mittee a few minutes? I have to appear at a Public Works Committee
meeting.
Senator BOGGS. So have I.
Senator JORDAN. I will return shortly.
Senator MCGOVERN (now presiding). Is Mr. Beaton here, Mr.

Francis Beaton ?tWe will be glad to hear from you now, Mr. Beaton.
Mr. BEATON. May I suggest, Senator, that we call on Mr. Jennings,

president of the American Stockyards Association?
Senator MCGOVERN. I think I misread the order here. And, as a

matter of fact, Mr. Jennings was listed as the next witness. He is the
president of the American Stockyards Association.

STATEMENT OF CHARLES B. JENNINGS, PRESIDENT, AMERICAN
STOCK YARDS ASSOCIATION

Mr. JENNINGS. Mr. Chairman, committee members, my name is
Charles B. Jennings. I am president of the American Stock Yards
Association, a voluntary trade association representing livestock mar-
kets throughout the Nation. Our markets operate under the jurisdic-
tion of the Packers and Stockyards Act administered by the U.S.
Department of Agriculture. I appreciate the opportunity to appear
before this committee to discuss the proposed amendments to the
Packers and Stockyards Act being considered here today.



25

A brief description of the so-called terminal livestock markets that
the American Stock Yards Association represents would include the
fact that these markets are made up of physical facilities for handling
and caring for livestock including facilities for conducting the actual
sale of the livestock. These facilities are owned by a stockyard com-
pany which is usually a corporation owned by stockholders. The busi-
ness-getting sales department of the market is made up of a number
of independent market agencies, competing,with each other, who rep-
resent the owners of the livestock in conducting their sales operations.
A stockyard is a facility designed to bring supply and demand to-
gether in the form of livestock and livestock buyers, and under open,
competitive conditions to establish livestock values and transfer of the
ownership of livestock from seller to buyer at its true value at that
particular time.
The report of the National Commission on Food Marketing issued

in June 1966, entitled, "Food From Farmers to Consumer," had a
number of statements in it pertaining to livestock markets which are
relevant to these hearings. Among these statements was the following
found on page 23 of this report. It stated that:

Terminal markets, in providing a central concentration point for many buyers
and sellers to compete, perform another valuable function—that of pricing.
Terminal market prices are reported by the Market News Service and are widely
disseminated by communications media. Prices generated at terminal markets
thus serve not only to transfer various grades and classes of livestock from
seller to buyer at the terminal but also to guide the pricing of livestock elsewhere.

The Packers and Stockyards Act was enacted in 1921 following a
lengthy congressional study of the meatpacking industry. This study
revealed unfair and deceptive trade practices in livestock marketing
which were not in the best interest of livestock producers and owners.
These practices tended to prevent free, open, competitive marketing
of livestock. At the conclusion of the investigation Congress passed
the Packers aid Stockyards Act in 1921 to set up a system of regula-
tions based on the principle that the major terminal markets or stock-
yards of the country, then in large part either owned or controlled
by various meatpackers, were monopolies and should be treated as
"great national public utilities" whose existence and functioning
were essential to the flow of commerce. This approach to regulation—
that stockyards are public utilities—was designed to cope with con-
ditions as they existed a half century ago.

Significant and major changes have taken place since the enact-
ment of this legislation, yet there has been relatively little change
in the Packers and Stockyards Act.
Now, the stockyard industry is neither owned or controlled by

the meatpacking industry, this change having occurred shortly after
the enactment of the Packers and Stockyards Act.
Another of the obvious changes in the industry is that stockyards

no longer enjoy a monopolistic position. Since the enactment of the
act, some 2,200 auction markets have come into being, several thou-
sand country dealers have entered the picture, there are hundreds of
concentration yards throughout the Nation today and many produc-
ers sell their livestock direct to the packers, feeders, dealers, or others
without the benefit of any market. To further illustrate the change
that has taken place, it is revealing to recall some of the statements
made concerning the stockyard industry by the Supreme Court in its
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decision issued in 1922 which upheld the legality of the Packers and
Stockyards Act in Stafford v. Wallace (258 U.S. 495, 514-16) : This
decision stated:
The chief evil feared is the monopoly of the packers, enabling them unduly

and arbitrarily to lower prices to the shipper who sells, and unduly and arbi-
trarily to increase the price to the consumer who buys.

Further quoting from this same decision:
The act, therefore, treats the various stockyards of the country as great

national public utilities to promote the flow of commerce.

Certainly today's stockyards industry is far different from that
under review in Stafford v. Wallace. To further demonstrate how
the stockyard industry has changed since the passage of the Packers
and Stockyards Act the following USDA figures show the reduction
in percentages of slaughter livestock purchased by packers at stock-
yards. They are the same figures that Secretary Mehren gave to you
earlier, so I see no reason to read those off, but they are the same as he
presented to you.
(The chart referred to follows:)

Percent of total slaughter Livestock purchased at terminal markets

Cattle:
1923   90.0
1930   88.3
1940   75. 1
1950   74. 9
1960   45. 8
1965   34.0

Calves:
1923   86.0
1930   81. 8
1940   60.9
1950   56. 7
1960   25.4
1965   16. 5

Sheep:
1923   86. 0
1930   81. 8
1940   63.8
1950   57. 4
1960     35.5
1965     25. 5

Hogs:
1923   77. 0
1930   59. 9
1940   46. 7
1950   39. 9
1960   30. 3
1965   23.4

Mr. JENNINGS. This trend has resulted in an ever-increasing per-
centage of slaughter livestock sales being made without the benefit
of supply and demand forces functioning in establishing their values.
As the number of livestock sold under other than competitive condi-
tions increases, there is less likelihood of any livestock being sold at
its true value. This trend will continue until such time as the Packers
and Stockyards Acts amended to permit stockyard owners aand opera-
tors to change and adjust their operations to fit the need of the chang-
ing livestock industry.
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This can be accomplished b7 redirecting the focus of Federal regula-
tions so that the competitive forces of the free market system can more
effectively determine the price of livestock, so that both producer and
consumer receive fair value. This can be done by clarifying the rights
and responsibilities of market owners and operators so that livestock
markets can be operated efficiently and competitively.
Senator YOUNG. Could I ask a question there? Just what authority

are you asking that the Department of Agriculture does not kave now?
You say you want to update and make some changes.
Mr. JENNINGS. We want it clarified, Senator, so that the owners

and operators of stockyards clearly understand what rights they have
in making changes in their methods of operation. Again, one of the
examples, I believe given earlier, is that in some instances we have the
case of an operator on one of our stockyards who is directing most of
his efforts and attention toward handling livestock away from our
market, even to diverting some of the business that normally would
flow through that market. We would like to know clearly that we do
have the right to prohibit such activities on our own property. This
specifically is one of the things we are seeking the right to do.

Secretary Mehren said we probably already have this authority but
iit certainly s not nearly as clear cut as we feel it must be in order for

us to take the action to bring about these changes.
Senator MCGOVERN. Mr. Jennings, in that connection, you would

not propose to restrict the commission house from operating elsewhere
but simply restrict him from using your yards as a place where he
generates business transacted away from the--
Mr. JENNINGS. Very definitely, Senator. We have no thought of say-

ing this is the only place he can operate but his 'operations on our prop-
erty we want to be conducted in such a manner as to promote the 
bestinterests of that market, to better serve the patrons of that market
who ship their livestock in.
Senator MCGOVERN. Would you foresee if the bill is passed, a de-

crease in the number of commission houses operating in the yards?
Mr. JENNINGS. Well, it would be conjecture on my part, but I would

assume that if some market agencies were prohibited from operating
on a market, that there would be other agencies replacing them, taking
their place, so that in the end I would assume the total number of
market agencies would not be changed greatly.
Senator MCGOVERN. You do not see any intent to reduce the number

of houses but upgrade the practices.
Mr. JENNINGS. Very definitely. I thought Senator Boggs' question

was a most pertinent one, questioning why we would want to remove
any business-getting firm from our property. Certainly this is not our
desire at all.
Senator MCGOVERN. Your incentive would be the same in that case.
Mr. JENNINGS. Identical.
Senator MCGOVERN. To generate maximum business in the yard.
Mr. JENNINGS. Yes, sir.
Senator MCGOVERN. Thank you.
Mr. JENNINGS. Again, quoting from the report of the National

Commission on Food Marketing on page 23 it states that—
It is also important that terminal markets, because of the key role they play

in livestock trading, have the flexibility and incentive to achieve their full po-
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tential in serving the changing livestock industry as effectively and fairly as

possible.

Again on page 87 this report it is stated:

Generally, the stockyards section of the Act is considered to be a valuable

service to producers and the industry. However, changes in marketing methods

for livestock have raised some questions about the restrictions the Act puts

upon the competitive strength of terminal markets. In the past few years, direct

buying and auction markets have diverted substantial amounts of livestock

from the terminal markets. Attempts by the terminal owners to meet declining

volumes by reducing the number of market agencies on the terminal have been

met with the claim that the Act requires the terminal to accept all who wish to

stay. Although the question is unresolved, it seems clear that such a require-

ment would make it difficult for the terminal owner to adjust to economic change.
The terminal markets' loss of almost complete control of livestock marketing may

warrant a new look at regulations of terminal markets not imposed on other

marketing channels.

Again, finally, on page 108 of this same report this statement is
made
Terminal markets for livestock are still the focal points of livestock trading in

many areas, play an important role in all pricing, and are especially important

sales outlets for smaller producers. In order that these markets have every oppor-

tunity to serve the changing needs of the livestock industry, and in view of in-

creased competition from other marketing methods, the Packers and Stockyards

Act should be administered, and if necessary amended, to give stockyard owners

and marketing agencies the greatest flexibility and control over their operations

consistent with protecting the interests of buyers and sellers.

The proposed amendments to the Packers and Stockyards Act cov-
ered in S. 1149 will make possible a healthy competitive livestock mar-
keting industry for the future. Without an effective livestock market-
ing industry, I do not believe a healthy livestock industry is possible.
A similar bill, H.R. 10673, was introduced in the House of Repre-

sentatives during the first session of the 90th Congress. It was approved
by that body by a favorable vote of 234 for and only 6 against. Gentle-
men, I hope that these proposed amendments to the Packers and Stock-
yards Act will be appi-oved by this committee and by the Senate at an
early date.
By the way, I might add to the amendments recommended by the De-

partment and included in H.R. 10673, certainly we, too, approve of
those. We have no objections to those.
I will be glad to answer any of your questions.
Senator JORDAN (now presiding) . Mr. Jennings, I am sorry I was not

here to hear your entire testimony. I will read and study it. -
Senator McGovern, do you have any questions?
Senator MCGOVERN. An excellent statement. I have no other ques-

tions.
Senator JORDAN (presiding) . Senator Young?
Senator YOUNG. Do you approve of the House bill as written or do

you favor the Senate bill with the proposed changes by the Secretary
of Agriculture?
Mr. JENNINGS. My point is that we have no objection to the changes

recommended by the Department which have been added in H.R. 10673.
We have no objections to those.
Senator YOUNG. Those changes have been added to the House bill.
Mr. JENNINGS. In H.R. 10673; yes, sir. They are included in there.
Senator JORDAN. Is H.R. 10673 the same as the Senate bill now? Are

the proposed changes included in the Senate bill?
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Mr. JENNINGS. I do not believe they are in this one at the present
time no, sir. They are not in this. That is the difference between
S. 1149 and H.R. 10673, the changes recommended by the Department
of Agriculture, aand those changes in the main seem to me to boil down
to making it very clear that any action taken by a stockyard owner or
operator is very definitely subject to review by the Department to
determine it is just, reasonable, and nondiscriminatory. Basically, I
believe that is what they are recommending and certainly we have no
objection whatever to having that clearly spelled out.

Senator JORDAN. Would you like to see those incorporated in the
Senate bill? You would have no objection?
Mr. JENNINGS. I am not necessarily recommending.
Senator JORDAN. You have no objection?
Mr. JENNINGS. That is right. We certainly have no objections to

them whatsoever.
Senator YOUNG. I understand the House did adopt the proposed

changes by the Department of Agriculture and they are proposing
the same changes to the Senate bill.
Mr. JENNINGS. That is correct yes, sir.
Senator JORDAN. Thank you. Do you have further questions?
Senator YOUNG. No.
Mr. JENNINGS. Thank you.
Senator JORDAN. Thank you very much, Mr. Jennings.
Senator YOUNG. Mr. Chairman, the next witness is a very special

friend of mine, Mr. Francis Beaton. He is a very versatile fellow
' 

very
knowledgeable in the livestock business. He is with the Central Live-
stock Association of St. Paul, and operates out of West Fargo, N. Dak.
He has an equal number of friends among livestock people as among
veterans.
Senator JORDAN. We are glad to have you with us today and to have

your remarks for the record.
Senator YOUNG. Mr. Beaton is the national commander of the Dis-

abled American Veterans.
Senator JORDAN. That is a fine organization.
Mr. BEATON. Thank you, Mr. Chairman.
Senator JORDAN. We are glad to have you this morning. You may

proceed.

STATE1VIENT OF FRANCIS BEATON, MANAGER, CENTRAL
LIVESTOCK ASSOCIATION, WEST FARGO, N. DAK.

Mr. BEATON. At the outset, as a matter of personal privilege, Mr.
Chairman and members of this distinguished committee, I would like
to introduce my administrative assistant and national director of leg-
islation, Mr. Charles Huber, who also has a real good farm background
and accompanies me on all of our legislative activities here in the
Washington scene.
Senator JORDAN. We are glad to have you with us also, Mr. Huber.
Mr. HUBER. Thank you.
Mr. BEATON. Mr. Chairman and members of this distinguished

committee, my name is Francis Beaton and I am employed by the
Central Livestock Association, Inc., West Fargo, N. Dak. I appre-
ciate very much the privilege of appearing before this committee to

89-488-68-----3
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express my support, as well as that of the Central Livestock Associa-
tion, Inc., for S. 1149.
On October 16, 1967, Mr. Norris K. Carnes, general manager of the

Central Livestock Association, Inc., wrote to the chairman, expressing
his support and that of the association for this proposed legislation.
The Central Livestock Association, Inc., enjoys the distinction of

being the largest livestock marketing agency in the world—as defined
by the Packers and Stockyards Act of 1921, as amended. It is a co-
operative institution organized under chapter 23 of the Laws of the
State of Minnesota for 1921 and chapter 326 of the Laws of the State
of Minnesota for 1923.
The Central Livestock Association began business on August 8,

1921. On December 31, 1967, the Central Livestock Association had as
member stockholders 135,733 individual farmer-producers residing
and operating largely in the States of Minnesota, Wisconsin, Iowa,
North Dakota, South Dakota and Montana. During the year 1967
the Central Livestock Association and its affiliated companies handled
a grand total of 1,969,282 head of livestock valued at $187,919,210.
This association is an outstanding service organization. It has ex-

perienced and capable salesmen who have been charged with the re-
sponsibility for the sale of each species of livestock consigned to it
for sale. It has provided a general marketing service that is second
to none.
This association, would like to be recorded among those persons who

are supporting the enactment into law of S. 1149, which provides for
certain specific amendments to the Packers and Stockyards Act of
1921, as amended.
At the time of its enactment in 1921 the Packers and Stockyards

Act established a regulatory system based on the premise that the then
major livestock markets, or stockyards, were monopolistic and should
be considered in the nature of a public utility. In the 46 years that have
intervened since the enactment of the Packers and Stockyards Act
we have witnessed major changes in the livestock marketing picture.
Today, the terminal livestock markets, or public stockyards, cannot be
correctly stated as holding a monopolistic position in the livestock
picture. It is a matter of common knowledge that a smaller, and a
steadily declining portion of livestock purchased for slaughter and
replacement purposes is being marketed, sold, and purchased at the
various terminal markets in this country. It is quite apparent that the
public utility concept of the act is no longer applicable, 'because the so-
called terminal livestock markets clearly do not have a monopolistic
position today. In our opinion, the. provisions of S. 1149, if enacted
into law, will serve to promote a vigorous and competitive livestock
market system. One result from the enactment of this legislation would
be the orderly promulgation of reasonable and just rules and regu-
lations for efficiency and for the orderly conduct of any given market.
As examples, one market may wish to establish a rule requiring every
market agency to have in its employ a qualified salesman for each
species of livestock handled and sold.
This is not necessarily the situation today at all markets. Another

market may wish to establish a rule setting minimum standards for
livestock salesmen on that market. It is a well-known fact that the
existence of substandard selling services by a single market agency
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can be a reflection on the entire market wherever it operates. What-
ever they may be, rules will vary from market to market according to
the need. In each instance they must be such as are not unjust, un-
reasonable, or unfairly discriminatory.
We believe that these, and similar rules, would strengthen the mar-

ket agency system of selling and buying livestock. The amendments
proposed under S. 1149 represent a means of adapting the terminal
public markets to new conditions and new economics associated with
the livestock industry. We believe these new rules and regulations are
necessary if our competitive livetock markets are to endure and effec-
tively serve the Nation's livestock producers and feeders.
The Central Livestock Association enthusiastically supports S. 1149

and urges its favorable consideration by your committee at the earliest
possible date.
Thank you, Mr. Chairman, and members of the committee, for the

opportunity to appear before you.
Senator JORDAN. Thank you very much, sir.
Senator McGovern, do you have any questions?
Senator MCGOVERN. Mr. Beaton, I note in the example you cite here

the type of regulations that might be laid down under this legislation,
that conceivably an agency could require qualified salesmen for each
species of livestock handled and sold.
In the case of a smaller commission house, it is conceivable that the

same man could be qualified for all of these different functions? Could
you have one man handle sheep sales, livestock, cattle, and hogs and
so on, or under a regulation like that would that firm have to take on
additional employees in each of those categories?
Mr. BEATON. Well, we firmly believe in our institution that these

gentlemen should be qualified by the fact that they are specialists and
we have belief that we can best serve the patron producers honestly
and fairly and sincerely in this price structure by having a specialized
man handle each category. I might add to this, Senator, and members
of the committee, I made the statement in here that it is not true in
all cases that this is being done because we know of cases where one
individual is probably selling, for instance, sheep for four or five
different firms, and I would ask you in answering your question,
Senator, if you would consider this fair if a fellow would be able
to represent all five of these firms, for instance, if there were five, and
do a job for each firm and for the producer, more importantly.
Senator MCGOVERN. It would seem to me that would weaken the com-

petition involved but my question is whether one man at a firm could
be knowledgeable in what is involved in selling sheep but be equally
skillful in handling cattle.
Mr. BEATON. My answer to that would be this. Certainly, a livestock

trained specialist with a degree in animal husbandry and probably
marketing would be able to be proficient in all of these. However, this
again, would not allow him time enough if they were doing a volume
enough business to be able to handle this. He just could not conceivably
handle it and it would be tough, too, for him to be totally informed,
grade and yield and so on, through each marketing day to stay with
the boards, and so on, as they eome in from our Market News Service,
to be able to be right on top of the situation and get the top dollar for
this producer under these circumstances.



32

Senator MCGOVERN. Do most of these commission houses handle all
types of livestock? Do they handle sheep, hogs?
Mr. BEATON. Yes, sir.
Senator MCGOVERN. Cows?
Mr. BEATON. Specialized salesmen for each category, sir. One will

sell fat steers and heifers. Another will sell cows, another will sell bulls,
another will sell calves another one will sell yearlings, et cetera.
Senator MCGOVERN. And all of those functions might be handled in

a single commission house?
Mr. BEATON. Oh, they are, yes, sir. They have separate departments.

Incidentally, I might tell you that I am proud to tell you that I have
worked in everyone of them, both on the selling end of them and the
buying end of them.
Senator YOUNG. Off the record.
(Discussion off the record.)
Senator JORDAN. May I ask you a question please, sir. It might be

that a yard much smaller than yours could not have all this personnel
there, but it is incumbent upon the man who wants to sell the cattle
to take it to any market he wants, is that correct?
Mr. BEATON. Right.
Senator JORDAN. He does not have to take it to you unless he wants

to.
Mr. BEATON. That is right.
Senator JORDAN. And if he wants to take it to the place where they

have inferior services that is up to him.
Mr. BEATON. Certainly. •
Senator JORDAN. And you are not proposing that this is mandatory

on all the yards?
Mr. BEATON. No. My statement is this, Senator, that if this would

be the case, though, that the enactment of this would give the Depart-
ment the opportunity to examine and if they felt there was—they
were not performing a true service under those circumstances that
they could sit down and discuss this with those people that were op-
erating on that market that was substandard.
Senator JORDAN. Well, I would not think that you would want to

put in a law that you had to have a specialist on all types of livestock.
For instance 

Off the record.
(Discussion off the record.)
cLacr Jor.DAN. I think you still want to permit the man who raises

the cattle and who is selling them, to take them wherever he pleases
and if he says he is satisfied with the service he gets there and the peo-
ple who are doing his selling, he is the man, after all, that is sup-
posed to be satisfied.
Mr. BEATON. Right. The producer.
Senator JORDAN. The producer.
Mr. BEATON. This is the man we are concerned with, to give him the

very, very best representation.
Senator JORDAN. That is all I have.
Senator YOUNG. May I ask a couple of questions? Do you support the

amendments proposed by the Department of Agriculture?
Mr. BEATON. Well, we have discussed this this morning and I am

mainly interested in my testimony here in this act, Senator, on these
points that I suggested, that there be specialized salesmen and that
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the volume of business done by an organization or a commission firm
that has been registered as an organization within thet stockyard
produces enough vigorous solicitation to attract enough business so
that it is not only profitable but they have this bargaining power by
having control of a large volume of business. As far as the amendments
are concerned, I have no disagreement with them whatsoever.
Senator YOUNG. Do you think they are necessary or desirable or

would S. 1149 be suitable without these?
Mr. BEATON. Yes, sir.
Senator JORDAN. I judge you would not object to the amendments

which the Department recommends.
Mr. BEATON. No, sir.
Senator YOUNG. How many markets does Central operate in? 

iMr. BEATON. South St. Paul s the headquarters, West Fargo branch
and Billings, Mont.
Senator YOUNG. Mr. Chairman, I would like to have inserted in the

record a letter I received from Mr. H. Gordon Haefner, branch
manager, Central Livestock Association of West Fargo in support of
this legislation.

Senator JORDAN. So ordered. It will be inserted at this place in the
record.
( The letter referred to follows:)

CENTRAL LIVESTOCK ASSOCIATION, INC.,
West Fargo, N. Dak., November 6, 1967.

Hon. MILTON R. YOUNG,
U.S. Senate, Committee on Agriculture and ForestrIlt
Washington, D.C.
DEAR SENATOR YOUNG: Thank you for your letter to our Mr. Francis Beaton,current National Commander of the Disabled American Veterans. As you know,Francis is also with our organization in the capacity of head of our West FargoBranch's public relations and field service of the Central Livestock Association,Inc. with the home office at South St. Paul, Minnesota.
Let me say I deeply appreciate your interest and concern for Senate File 1149which provides for certain specific amendments to the Packers and StockyardsAct of 1921 as amended.
Our General Manager, Mr. Norris Carnes, under date of October 10th. 1967,

in his letter to the Honorary B. Everett Jordan, Chairman, Senate Agriculture
and Forestry Subcommittee on Agricultural Research and General Legislation,
I fully believe, has expertly outlined our organization's history as a livestock
marketing agency, its activities and outstanding service to the livestock
producers.
We at our branch office here in North Dakota would also like to be recordedamong those supporting the enactment into law of Senate File 1149 which

if enacted into law would most certainly serve to promote a vigorous and excellentlivestock market system. Enactment of this legislation would in our opinion,
provide for better efficiency and also would effect more orderly conduct of any
given market. If the rule of requiring each marketing agency to employ a
qualified livestock salesman for each species of livestock sold was to becomelaw, the country's livestock producer would be much better served.
It is also our opinion that these and similar rules would strengthen themarket agency system of selling and buying livestock. New rules and regulations

such as proposed under S. 1149, are necessary if the competitive livestock marketsare to continue to effectively serve our nation's livestock feeders and producers.
Again let me say we of the West Fargo Branch of the Central LivestockAssociation fully support and urge favorable consideration by your committeeas early as possible on Senate File 1149 and request this letter be included as a

part of the record of the hearings on Senate File 1149 before your Subcommitteeon Agricultural Research and General Legislation.
Yours respectfully,

H. GORDON HAEFNER,
Branch Manager.
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Senator JORDAN. Senator McGovern?
Senator MCGOVERN. I have no further questions.
Senator JORDAN. Thank you very much. Appreciate your being

with us.
Mr. BEATON. Thank you.
Senator JORDAN. Is Mr. Long here? Mr. Long is manager of the

Farmers Union Marketing & Processing Association of St. Paul, and
Mr. Angus McDonald, research director of the National Farmers
Union. We are glad to have both of you gentlemen with us this
morning. You may proceed with your testimony, sir.

STATEMENT OF GLENN A. LONG, MANAGER, FARMERS UNION
MARKETING & PROCESSING ASSOCIATION, SOUTH ST. PAUL,

MINN.

Mr. LONG. Mr. Chairman, members of the committee, I have Mr.
McDonald with me from the National Farmers Union, who has filed
a statement with the committee and I propose that I will present
my testimony at this time.
We appreciate the privilege of appearing before this committee

to express our support for S. 1149.
The Farmers Union Marketing & Processing Association is a co-

operative livestock commission company doing business on the public
livestock markets at South St. Paul, Minn., West Fargo, N. Dak.,
and Sioux Falls, S. Dak. Our primary trade territory covers six
States: Minnesota, North Dakota, South Dakota, Montana, Wis-
consin, and Iowa. I have been in a managerial capacity with the
Farmers Union Livestock Marketing Association since 1947. During
this time, I have operated on the Chicago market in addition to the
three markets on which we currently operate. During my 20 years
of experience in managing a livestock marketing business, I have be-
come familiar with the operations of stockyards companies and the
problems confronting our public livestock market system.
The Farmers Union Marketing & Processing Association has

strongly supported the public livestock market system and believes
this system of livestock marketing provides the most competitive and
economically sound system of livestock marketing available for the
independent livestock producers. We are deeply concerned about the
future of this important livestock marketing- system because of the
effect it has on the economic well-being of the livestock industry as
a whole. For years, the public livestock markets were the pricemaking
machinery for the entire livestock industry. In the past few years,
there has been a decided decline in the percentages of livestock goino-
through the public market system as compared to other method's
used by producers in marketing and selling their livestock. This decline
in the percentages of livestock handled by the public markets has
weakened the pricemaking mechanics of the public livestock markets
for the livestock producers. In spite of this, the livestock producer still
looks to the public livestock markets for the establishment of prices
on various grades and species of livestock.
The average independent livestock producer is still dependent on the

public livestock markets to establish prices for him and to make avail-
able to him authentic and accurate information concerning the prices
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and grades of various types of livestock being sold in commerce. Be-
cause of his dependency upon this system and the relative importance
that it holds in establishing value for his livestock, we feel it is neces-
sary both to preserve and improve the public livestock market system.,
We believe that a collapse or further decline in the relative importance
of the public livestock markets will result in an economic hardship on
the independent livestock producer and greatly r,weaken the competitive
aspects of all livestock'marketing in this country. We believe this pro-
posed legislation will strengthen the public market system by insuring
a more efficient and competitive public livestock market.
I have served on the advisory committee for the Packers and Stock-

yards Administration of the U.S. Department of Agriculture since
this committee was set up by the Secretary of Agriculture, Hon. Or-
ville L. Freeman, in 1963. During this time, in the course of discussions
on this committee, I have advocated there should be established "stand-
ards of performance" for commission firms and individuals operating
on the public markets in order for this system to function more effec-,
tively in behalf of the livestock producers in this country. Many stock-
yards operators who I have contacted personally have indicated their
support and desire for the establishment of "standards of perform-
ance" for individuals and organizations operating on their property.
They have further indicated that under the existing circumstances,
they do not have the authority to provide these effective standards.,
It is my opinion that the proposed legislation will permit the market

owners to establish "standards of performance" for those people who
choose to operate on their public livestock markets. There appears at
present to be no other feasible way effectively to improve "standards
of performance" for ,those involved in performing the functions of a
public livestock market. Under the present conditions that exist in the
total livestock marketing picture, we feel it is imperative that the
efficiency and "standards of performance" of our public markets be
materially improved in order for them to continue to perform the
important price-making functions that are so necessary to the future
of the independent livestock producer. Under this proposed legislation,
the market owners will have the authority to establish reasonable
4'standards of performance" and to effect other changes in the opera-
tion of the markets to more effectively and efficiently serve the needs
of the industry. The stockyards companies will continue to operate
under the close supervision of the Packers and Stockyards Admin-
istration of the U.S. Department of Agriculture which will insure
fair, equitable, and reasonable service to all who choose to operate on
the public market. I believe that under the watchful eyes of the
Packers and Stockyards Administration, livestock marketing agencies
and individuals need have no fear of the possibilities of the market
owners abusing the powers and privileges afforded them in this pro-
posed legislation. I have confidence that the market owners today are
aware of the competitive situation existing in their industry and that
they will use the authority granted in this legislation in a manner
that will enhance the services and competitive aspects of the markets
through the proper operation of the facilities they own.
As a manager of a farmers' cooperative livestock marketing agency,

my primary interest is in the livestock producer. I believe that more
must be done to protect the economic interests of this producer than
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has been done in the past and that some of this can be accomplished
effectively by strengthening the public livestock market system through
legislation as is being proposed here today. I submit this legislation,
S. 1149, is in the public interest, that it will stimulate and create a,
more competitive system of livestock marketing under a free enter-
prise system. I hope this amendment to the Packers and Stockyards
Act will be approved by this committee and by the Senate at a very
early date.
Thank you.
Senator JORDAN. Thank you very much.
Senator Young?
Senator YOUNG. Just one question. How many markets do you

operate in?
Mr. LONG. Three. South St. Paul, West Fargo, and Sioux Falls,

S. Dak.
Senator YOUNG. Have you had any problems with stockyard owners,

any serious problems?
Mr. LONG. Oh, I suppose—not serious, not for a number of years.

The last time we had what you call a serious problem, we had a rate
problem in these markets way back several years ago which went
though the channels of USDA, Packers and Stockyards Division.
Senator JORDAN. What kind of rate problem was that?
Mr. LONG. Well, the rate structures in all of these markets are

established by the agencies and you have this same situation where
the firms way back in those days thought the rates were unreasonable
and they went through the process of hearings and this sort of thing,
and finally were accommodated satisfactorily to all parties concerned.
Senator JORDAN. You mean the rates for handling?
Mr. LONG. Charges for the services rendered.
Senator JORDAN. When we think of rates sometimes we think of

frieght rates.
Mr. LONG. Well, it is very comparable to that.
Senator JORDAN. Transportation, et cetera.
Mr. LONG. But there is a good demonstration how that machinery

under the USDA operates, too.
Senator JORDAN. I understand. I presume you heard the testimony

this morning of the Assistant Secretary. Do you have any objection
to the amendments proposed by the Department which are included
in the House bill?
Mr. LONG. No. We have no objections. We are not particularly

concerned. We think the basic legislation will do the job but the
amendments seem to spell it out a little more clearly and we have
no objection to those amendments.

Senator JORDAN. Senator Young?
Senator YOUNG. Do the prices usually charged for hay and other

feed by the stockyards compare favorably with prices in that area?
Mr. LONG. The charges by the various stockyards, of course, first

of all, are all the same for all parties involved and it is difficult to
determine the value of hay, for instance, as it sells in the West Fargo
area as compared to charges made by the stockyards company for
it because this charge for the hay includes the services of delivering
it and feeding it and this sort of thing.
Senator YOUNG. They would be expected to make a profit on it?



37

Mr. LONG. Yes. So they charge, for instance, maybe a dollar fifty
cents a hundredweight for a bale of hay which would be probably.
30 percent more than it would cost on the open market, but they pro-
vide the service along with it. So that we have felt that these charges
to date are reasonable and, of course

' 
here again the P. & S. people

supervise these charges and see that they are in line with the costs
of the sevices rendered and this sort of thing.

Senator YOUNG. That is all.
Senator JORDAN. Thank you very much. We appreciate having both

of you with us.
(The statement of Mr. McDonald follows:)

STATEMENT OF ANGUS MCDONALD, DIRECTOR OF RESEARCH, NATIONAL FARMERS
UNION

Mr. Chairman and members of the committee, we are relying to a great extent
in our position on this legislation on the advice of Mr. Glenn A. Long, General
Manager of the Farmers Union Marketing Association of South St. Paul,
Minnesota. Mr. Long has managed the cooperative stockyard at South St. Paul
over a period of many years and is familiar with its day-to-day operations. We
therefore feel that he is in a position to determine whether or not the legislation
before this committee is in the best interest of the livestock industry.
Mr. Long, as well as others, has pointed out that under existing law and

regulations there is some doubt as to whether operators of stockyards have
sufficient authority to protect themselves from competition pertaining to sales
and purchases of livestock at terminal markets. Terminal markets, as all who
are engaged in the livestock business know, have declined greatly during the
last few years. At one time terminal stockyards had an almost complete monop-
oly. In 1925 terminal stockyards accounted for 91 percent of federally inspected
cattle slaughted. By 1965 this had declined to 34 percent.

Stockyard owners have tremendous investments which they should be al-
lowed to protect as well as competition in their business. It is reported that
commission firms engaged in business at terminal stockyards persuade shippers
and buyers to by-pass the stockyards in obtaining business for themselves. This
of course, perfectly legitimate, but such groups should not be allowed to use
the terminal stockyards as a means of destroying stockyard business. The pur-
pose of setting up stockyards under existing legislation was to permit a free
market whereby the transactions of the stockyard would, in a sense, make the
market.
The proposed hill would, as we understand it, permit stockyard owners to

take necessary steps to protect the market and its patrons without being subject
to possible suits for damages. The precise extent of the authority of the stockyard
owner is, we are informed by individuals who have the utmost familiarity with
the operations of the industry, subject to serious question. We are told that any
mistake that a stockyard owner might make in regard to his authority might
result in great monetary damages being imposed upon him. This bill would
clarify the authority of the stockyard owner and allow him to carry on his
business without fear of harassment by groups who possibly were seeking to
undermine the institution of the terminal stockyard.
We will appreciate report of the bill by this Committee. We feel that a

favorable report by the Members of the Committee would go far toward insur-
ing its passage by the Senate.

Senator JORDAN. Mr. McCreight. Mr. McCreight is vice president,
United Stockyards Corp. of Chicago.

STATEMENT OF ROBERT B. McCREIGHT, VICE PRESIDENT, UNITED
STOCKYARDS CORP., CHICACK), ILL.

Senator JORDAN. We are glad to have you with us, and you may pro-
ceed as you wish.
Mr. MCCREIGHT. Mr. Chairman, members of the committee, as you

know, my name is Robert B. McCreight and I am a vice president of
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United Stockyards Corp. This company owns and operates nine live-
stock markets at the following locations: (1) Fort Worth, Tex.; (2)
Milwaukee, Wis.; (3) North Portland, Oreg.; (4) Sioux City, Iowa;
(5) Sioux Falls, S. Dak.; (6) South St. Joseph, Mo.; (7) South St.
Paul, Minn.; (8) Stockton, Calif.; and (9) West Fargo. N. Dak.
Senator JORDAN-. May I ask you a question at that point? Are the

other livestock markets—in some of the same locations?
Mr. MCCREIGHT. As far as I know there are no other livestock mar-

kets in those locations. There may be in one instance, sir. By that, I
mean we are the stockyard company. We are the market agencies. In
other words, there are livestock commission firms and there are regis-
tered livestock dealers at each of those markets. There may be livestock
auction markets if this is what you have in mind.
Senator JORDAN. I thought I heard in the testimony of another wit-

ness that there were several livestock markets at the same locations.
Mr. MCCREIGHT. You did hear from Mr. Beaton, for instance, that

as a market agency, they are doing business at South St. Paul, West
Fargo, and Billings, Mont. Now, I represent a stockyard company, sir,
whereas Mr. Beaton represents a commission man or livestock market
agency, and they are one of the market agencies doing business on
these markets.
Senator JORDAN. But, your company owns the
Mr. MCCREIGHT. The facilities, sir. Just as Mr. Long testified, his

association does business at South St. Paul, West Fargo, and Sioux
Falls. Some of these locations— -
Senator JORDAN. I have got the difference now.
Mr. MCCREIGHT. We are not like the auction market that you re-

ferred to where the auction operator performs all services. He sup-
plies the facilities and selling services. Ours is a split operation to that
extent.
Senator JORDAN. Thank you.
Mr. MCCREIGHT. Each of these markets operate under the jurisdic-

tion of the Packers and Stockyards Administration of the U.S. De-
partment of Agriculture. In the past year, 1967, these nine competitive
livestock markets received and handled a total of 15,896,188 Head of
livestock, consisting of 5,736,847 cattle and calves, 7,761,104 hogs, and
2,398,237 sheep.
By this list of 'stockyards you will readily see that we have an in-

tense interest and a clear-cut responsibility to seek out effective areas
of improving our livestock marketing system. No one knows better
than we do that the patterns for both the production and marketing
of livestock are changing very rapidly. New and different marketing
arrangements and trading practices are continually developing.
Mr. Chairman, we support the provisions of S. 1149 in the belief

that the proposed amendments to the Packers and Stockyards Act,
1921, will better enable existing livestock markets to stay abreast of
industry trends and practices. Certainly, the need for these amend-
ments was stated very forcefully by Senator McGovern in his remarks
at the time of the introduction of this bill. These remarks are contained
on pages S2815 and S2816 of the Congressional Record, March 1,
1967.
The proposed amendment to section 302 (a) of the Packers and

Stockyards Act, 1921, as amended, defines the term "stockyard" as
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meaning a public market for livestock producers, feeders and buyers,
rather than just a public market for anyone. The importance of this
is to clarify the status of stockyards and livestock markets today as
private, free enterprise businesses, rather than as public utilities,
which they were considered to be in 1921.

Certainly, no one familiar with livestock marketing today can seri-
ously state that stockyards are public utilities. They have no franchise
nor monopoly. They do have competition on all sides and at every
crossroads.

Senator YOUNG. Could I ask a question at that point? Chainstores
are getting into the feeding business on a sizable scale, are they not?
Mr. MCCREIGHT. They are, to some extent, sir. The scale is debated

widely, sir, as to how far they are going into it.
Senator YOUNG. Do they ever market such livestock through your

stockyards?
Mr. MCCREIGHT. Very rarely that I know of, sir. If they have their

own feedlot they would stake it in and have it slaughtered for their
own account. That would be a completely integrated operation,
generally.

Senator YOUNG. We have many big feeding operations now, some
of them going to 25,000 to 50,000 head. Do feeders of this kind use
terminal stockyards?
Mr. MCCREIGHT. In some instances, no; and in other instances—

generally not particularly since the larger number of those high-
volume feedlots are in the Southwest and in the West, sir, where there
are not markets readily available for them.
Senator YOUNG. They sell directly to packers?
Mr. MCCREIGHT. Many of those will sell directly, sir. There are

other large feedlot operators who do utilize the services of the markets.
By that, I mean competitive livestock markets, whether they are so-
called terminals, and we discussed them this morning, or livestock
auction markets.
Senator YOUNG. That would include the contract feeders, too?
Mr. MCCREIGHT. Generally not the contract feeders. They are feed-

ing for gain. Some of those will come into a market sometimes but
most generally they will not.

Senator YOUNG. They will not?
Mr. MCCREIGHT. That is correct.
Senator YOUNG. Contract feeding is on the increase, too is it not?
Mr. MCCREIGHT. That kind of feeding is temporarily on the increase

yes, sir.
Senator YOUNG. It is increasing at an alarming rate. The thing

that alarms me is that an ever-increasing amount of livestock is sold
direct. This really does destroy the competitive marketing system.
Mr. MCCREIGHT. This is correct, sir, because by that they are able

to have an adverse effect on the price received by the feeder who is
feeding and selling on the competitive or the open market, sir.

Senator YOUNG. I could not agree with you more.
Mr. McCREIGHT. Thank you.
The effect of the proposed amendment to section 303 of the Packers

and Stockyards Act, 1921, as amended, is to require the stockyard
owner to determine that the services of either the applicant market
agency or commission farm as you may know them, or dealer will be
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beneficial to the business and welfare of a given stockyard, its patrons,
and customers. This language is prospective in application since it
does not relate to or affect either registered market agencies or dealers
presently doing business on a posted stockyard or stockyards. At the
present time an applicant for registration can scarcely be denied reg-
istration and entry into business on the premises of a stockyard, unless
the stockyard does not have facilities available for another registrant.
Even this basis for refusal is subject to review as to whether or not it
is discriminatory. This amendment would require the market owner
to determine that the services of the applicant "will be beneficial to
the business and welfare of said stockyards, its patrons,, and cus-
tomers." This amendment would afford the opportunity to endeavor
to select the best qualified persons to better serve the industry. As far
as humanly possible, we want the best qualified personnel to perform
market services in the best interests of the livestock producer and
feeder—not just quantity of marketing services without regard to need,
efficiency, or quality.

Section 304 now provides that it is the "duty of every stockyard
owner and market agency to furnish upon reasonable request, with-
out discrimination, reasonable stockyard services at such stockyard."
The proposed amendment requires that all stockyard services which
are furnished pursuant to reasonable request made of either a stock-
yard owner or a market agency shall be reasonable and nondiscrim-
inatory services.
The concluding proposed amendment adds a new paragraph (b)

to the present section 307. This is simply the substantive portion of
the policy statement published December 7, 1965, by the Deputy Ad-
ministrator, Consumer and Marketing Service, and published in the
Federal Register December 11, 1965. In that policy statement it is
pointed out that the livestock industry is in a constant state of tran-
sition and that rapid changes in the industry require a continual ap-
praisement by stockyard owners and market agencies of their regula-
tions, practices, facilities, and services to meet the demands of a chang-
ing industry and to insure improved efficient services for market
patrons.
The provisions of S. 1149 do not in any way limit or restrict either a

registered market agency or a registered dealer from engaging in
business on another poster livestock market or markets.

Today's livestock markets must be free, we feel, to exercise control
over the operations, sales, and services in such a manner as to assure
an efficient, competitive market for the livestock feeder, producer, and
buyer. In my opinion, the proposed amendments will aid in clarify-
ing the rights and responsibilities of market owners and operators
and thereby assure the existence of a healthy, competitive market sys-
tem. By these pro-posed amendments, we believe livestock markets
would be better able to (a) maintain and strengthen the market
agency system of selling and buying of livestock (b) introduce effi-
ciencies that will benefit the market patron and thereby the con-
sumer and, paramount above all, (c) protect the interests of the live-
stock producer and feeder.
These proposed amendments are not a blank check or authoriza-

tion to a market to proceed in any manner it desires, but are subject
to the .existing requirement of the act that any coufse of action shall
not be unjust, unreasonable, or unfairly discriminatory. These safe-
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guards are now and will continue to be administered by the Secretary
of Agriculture. To meet and comply with these safeguards adequate
notice under the existing circumstances must be given by the publica-
tion or notice of such rules in advance of their effective date.

Senator YOUNG. May I ask a question there? If you publish such
changes as you state here, the Department of Agriculture then could
intervene and prevent you from making the changes?
Mr. MCCREIGHT. I would say yes, sir the Department could inter-

vene and say we do not think these are fair, reasonable, or that they
are unfairly discriminatory and should be held up. We Would cer-
tainly feel this was true, sir. You would want to have these considered
by your market interests. You would want to give them notice. I do
not think one could publish an arbitrary rule that says effective to-
morrow morning so and so, and you certainly cannot put up a rule
because one does not like the way one parts his hair. I mean, you have
to have justification, reason for this, I would say, to have it a reason-
able rule and a fair rule.
This bill does not have the intent, nor will it have the effect if

enacted into law, of authorizing or permitting market owners to move
in or take over the functions of the market agencies. It does not need
to, as that authority exists today under the provisions of the act, and
this has been the case since the enactment of the act in 1921.
We recognize that the Packers and Stockyards Act is a vital law.

The declared purpose of the act is to help maintain free competitive
practices in the marketing of livestock and assure the existence of
reasonable services, regulations and practices. In the interval of the
nearly 47 years since the enactment of the act, conditions have changed
with the result that the act today does not completely fit the present
economics of the business of the livestock industry.
Mr. Chairman, the favorable consideration of the proposed amend-

ments contained in S. 1149, we believe, will modernize the act and be
most helpful in assuring the most efficient possible competitive markets
for the sale of livestock. I hope that these amendments will be ap-
proved by this subcommittee and by the Senate in the very near future.
Now, Mr. Chairman, may I have permission to answer a question

asked of another witness about hay?
Senator JORDAN. Yes, certainly you may.
Mr. MCCREIGHT. And the costs?
Senator JORDAN. Certainly you may.
Mr. MCCREIGHT. Under the tariff regulations of the Department

of Agriculture, they establish and furnish us with an overrun that
we may charge over the cost of the hay. In other words, we may not
charge whatever we wish to. We are given an established amount
figured by the Department. In the case of one market I am familiar
with, that cost was established in 1938 at those prices, so you can
imagine how out of date it is with today's price of procurement and
delivery. This is on top of the cost of hay to you. You may then add
this charge and prorate it but you sell the hay at an equal price placed
on all parties to the market. In other words, we cannot establish any
price for hay we decide we would like to. It is that cost plus the mark-
up permitted by the Department for that specific market and applied
then uniformly to all parties s at the market.
Senator JORDAN. Well, I am sure the price of hay or any kind of

feed would vary from market to market because of the freight rates.
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Mr. McCREIGHT. That is right.
Senator JORDAN. But you have an overriding charge on top of that.
Mr. MCCREIGHT. Which the Department allows you but this varies

also from market to market in the discretion of the Department.
Senator JORDAN. Different wage scale.
Mr. MCCREIGHT. Yes, that is correct, and it depends upon the source

from which you draw your hay.
Senator YOUNG. I suppose you have some complaints about the

quality of the hay?
Mr. MCCREIGHT. From time to time.
Senator JORDAN. You have more broomstraw than alfalfa.
Mr. MCCREIGHT. We try to or the corn might be wetter than some

person thinks it should be.
Senator JORDAN. I notice in your statement you sold 2,398,000 sheep.

Where do all the lamb chops come from? I never heard of any sheep
chops.
Mr. MCCREIGHT. Well, I use the term sheep generally for lamb be-

cause we handle both lambs and sheep, sir, just like I say I could
probably have said sheep or rather than instead of hogs it might have
been more proper to say swine as including pigs but I am like you,
I do not want sheep chops.

Senator JORDAN. I might be getting them but they do not call them
sheep.

Senator YOUNG. One more question. On page 5 of your statement
you mention a posted stockyard. I should know what that is.
Mr. INIcCRE-GHT. A posted stockyard is one that has been posted by

the USDA and is, therefore, under the supervision of the Department
of Agriculture. That is called a posted stockyard and they must
comply with all the rules and regulations of the Packers and Stock-
yards Administration.
Senator YOUNG. Thank you.
Senator JORDAN. Mr. McCreight, let me ask you the same question

I asked the others. You heard the Assistant Secretary this morning.
Do you all have any objection to those amendments?
Mr. MCCREIGHT. We have no objection. If they feel those are desir-

able for a further safeguard, fine, sir.
Senator JORDAN. They are clarifying amendments.
Mr. MCCREIGHT. Yes, sir.
Senator JORDAN. Thank you very much. We appreciate your being

with us.
Mr. MCGREIGHT. Thank you sir.
Senator JORDAN. Mr. Ross. Mr. Ross is vice president of the National

Live Stock Producers Association, Chicago. Very glad to have you
with us sir.
Mr. Roes. Pleasure to be here.
Senator JORDAN. You may proceed, sir.

STATEMENT OF MYLAN E. ROSS, EXECUTIVE VICE PRESIDENT AND

GENERAL MANAGER, NATIONAL LIVE STOCK PRODUCERS ASSO-

CIATION, CHICAGO, ILL.

Mr. Ross. As you introduced me, my"name is Mylan Ross and I am
executive vice president and general manager of the National Live
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Stock Producers Association with headquarters at 155 North Wacker
Drive, Chicago, Ill. We appreciate the opportunity to present the views
of our association's members on the bill under consideration—S. 1149.
In order to better understand our position on this bill proposing an

amendment to the Packers and Stockyards Act, I hope you will permit
a description of some operations and background of our organization.

Senator JORDAN. We will be glad to have them.
Mr. Ross. The National Live Stock Producers Association is a

federation of livestock marketing cooperatives. It is, then, owned and
operated by its 16 regional cooperative livestock marketing associa-
tions. In turn, in excess of 400,000 livestock ranchers and farmers are
members of these regional livestock marketing cooperatives. We have
provided for your information—at the back of the statement, there is
referred to a list of the headquarters of these 16 regional livestock
marketing cooperatives on a blue slip.
(The document referred to follows:)

LIST OF MEMBER MARKETING ASSOCIATIONS, NATIONAL LIVE STOCK PRODUCERS
ASSOCIATION

California Livestock Marketing Assn., P.O. Box 3328, Visalia, California.
Equity Co-operative Livestock Sales Association, P.O. Box 89, Baraboo,

Wisconsin.
Interstate Producers Livestock Assn., Union Stock Yards, Chicago, Illinois.
Michigan Live Stock Exchange, 6750 Dix Avenue, Detroit, Michigan.
Mississippi Livestock Producers ASsn., P.O. Box 4797, Jackson, Mississippi.
Ohio Valley Producers Livestock Assn., Stock Yards, Evansville, Indiana.
Oklahoma Livestock Marketing Assn., Livestock Exchange Bldg., Oklahoma City,
Oklahoma.

Producers & Texas Livestock Marketing Association, Livestock Exchange Bldg.,
Kansas City, Missouri.

Producers Commission Association, Livestock Exchange Bldg., Sioux City, Iowa.
St. Louis Producers Live Stock Marketing Association, Livestock Exchange Bldg.,
National Stock Yards, Illinois.

Producers Live Stock Marketing Assn., Livestock Exchange Bldg., Omaha,
Nebraska.

Producers Livestock Marketing Assn., Bourbon Stock Yards, Louisville, Kentucky.
Producers Livestock Mkt. Assn., Union Stock Yards, North Salt Lake, Utah.
Producers Marketing Association, Inc., Livestock Exchange Bldg., Indianapolis,

Indiana.
Tennessee Producers Livestock Marketing Association, Box 313, Columbia,

Tennesisee.
Texas Livestock Marketing Association, Livestock Exchange Bldg., Fort Worth

Texas.

Mr. Ross. Within our 16 member marketing associations we operate
sales agencies on most of the recognized terminal markets of the coun-
try and we are very proud of their volume and service position on these
markets. It is with pride that we can say that today our sales agencies
on the terminals where we operate are the No. 1 firm in volume or, if
not No. 1, close to it, and that we have been the originators or inno-
vators of a great many of the new or improved services on the termi-
nals. In addition to the terminal market operations, we also maintain
operations through many auction markets and provide a sales and
purchasing service to our member livestock producers and feeders at
country assembly yards, as well as providing representation at ranches
and feed lots for movement in more direct channels. In all, we operate
on approximately 150 markets of all these types. During 1966, our 16
regional livestock marketing associations handled 10,111,470 head of
livestock with an evaluation just short of $1 billion at $982,556,000 by
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all of these marketing methods again. Preliminary figures would indi-
cate 1967 volume figures will be slightly higher.
As cooperatives, it must be understood that our farmer and rancher

members, through their elected board of directors, establish policy and
make known the kind or type of marketing service which will be pro-
vided by their association. This is very basic to our position on the bill.
The establishment and organization of the National Live Stock

Producers Association and its first producer marketing association
was in early 1922. During the first several years the producer associa-
tions operated almost exclusively as cooperative sales agencies on termi-
nal markets. However, over the years as marketing and production
changes took place and farmers and ranchers became aware of the dif-
ferences between types of marketing as to how they satisfied both their
needs and convenience, our producer agencies, in response to the wishes
of their livestock farmer and rancher memlbers, took steps to provide
the kind of service that their members wished. As a consequence, we
are now rendering the great variety of marketing mentioned previ-
ously. It should be added that this variety of service is frequently ren-
dered within a single association rather than an association specializing
in just one kind of marketing service.
It is natural, then, that after 45 years of experience in marketing,

we would be interested in any proposal to change the Packers and
Stockyards Act which we consider vital to maintaining an efficient
and competitive system of marketing. We feel we are aware of what
some of the industry supporters of S. 1149 wish to accomplish under
the proposed change. We are also sympathetic with them concerning
some of the practices they hope to correct through this bill. As now
written, however, we feel it contains terminology that is so broad
and general that its interpretation and application harbors real po-
tential problems for the future for many progressive market agencies
now operating on terminal markets and particularly for livestock
marketing cooperatives such as the National Live Stock Producers As-
sociation and its cooperative member agencies. It is a bill for a single
vested interest in our livestock marketing channels, thus, for the stock-
yards owners and not for the service itself.
Prior to the introduction of H.R. 6231, passed as H.R. 10673, and

now S. 1149, it had been and continues to be the position of the Na-
tional Live Stock Producers Association and its member marketing
associations that the stockyards owners have the authority to manage
and regulate their stockyards in a just, reasonable, and nondiscrimina-
tory manner under existing P. & S. regulations. To date, apparently
stockyards owners have neither recognized a need for any changes in
management or maybe they lack courage to make any changes that
would be nondiscriminatory. On the other side, the Packers and Stock-
yards Administration, for reasons that are not clear, has not felt that
it could back up the stockyards owners in taking needed action as now
permitted in the act and its regulations. As a consequence, the stock-
yards owners are now asking passage of a private bill which grants
them broader powers than we deem necessary.
The National Live Stock Producers Association has had experience

with attempts by stockyards owners to institute regulations that were
unreasonable and discriminatory and did not permit free exercise of
choice in marketing methods on the part of their farmer- and rancher-
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owned marketing associations. This experience causes us to be con-
cerned with the broad powers to be given to them in the present word-
ing of S. 1149. One experience referred to started with an action on
the part of the Denver Union Stock Yard Co., who, on May 11, 1955,
issued its tariff No. 14, effective May 25, 1955. The tariff contained
regulation item 10(c) to this effect:
(c) No market agency or dealer engaging in business at this stockyard shall

upon stock yard property, or elsewhere, nor shall any other person upon stock
yard company property—

(1) solicit any business for other markets, for sale at outside feed yards
or at country points, or endeavor to secure customers to sell or purchase
livestock elsewhere; or
(2) in any manner divert or attempt to divert livestock from this market

which would otherwise normally come to this stock yard; or
(3) engage in any practice or device which would impair or interfere

with the normal flow of livestock to the public market at this stock yard.

This regulation concluded with its own definition of "area of normal
flow" as being all of Colorado except approximately the eastern one-
sixth of the State as outlined by county boundaries and highways.
This regulation forced our member cooperative association sales agency
operating on the Denver market to discontinue its off-yard or country
representation being rendred to its rancher and farmer members un-
less livestock so handled was delivered to the Denver market for
weighing and final settlement. The only other alternative was to dis-
continue operations on the Denver market entirely.
We challenged the 10(c) regulation in a formal hearing held by

the Packers and Stockyards Administration. We lost, with the Pack-
ers and Stockyards Administration ruling in favor of the stockyards
company. We appealed this ruling to the U.S. Court of Appeals,
10th District. The P. & S. ruling was reversed by the district court of
appeals. The stockyards company appealed to the U.S. Supreme
Court, which court upheld the decision of the district court of appeals.
We desire to avoid expensive and disrupting conflicts of this type.

The wording of S. 1149 does not insure against such conflicts, in fact,
may invite grounds for similar conflict. At the same time, we believe
that the rules and regulations covering any livestock market, terminal

ior otherwise, should be subscribed to n such a manner as to foster,
preserve, and insure an efficient marketing system. We are also aware
of some situations that this bill may be intended to correct. We do not
question the right of stockyards owners to manage their yards so
long as it is fair and nondiscriminatory and contributes to a free and
open market system. We do not believe, however, that a public market
should have the power to regulate or to prescribe rules that would limit
outlets for livestock owned by farmers and ranchers where such reau-
lations may hold the potential of excluding them, through their
cooperative marketing associations, to the use of the facilities available
on the public market.
It may be of interest to this committee to learn that one of the

leading terminal markets within recent months, and, perhaps on the
strength of possible passage of this bill, proposed a rule as follows:

No market agency, dealer, or employee thereof shall go outside the limits of
this stockyard to buy for his own account or on an order, slaughter livestock,
or to take, send, or accompany a buyer, or prospective buyer outside this stock-
yards with the intent, or for the purpose of making a purchase or sale of any
livestock for slaughter.

8 9 -4 8 8 68-4
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This is the type of rule, gentlemen, that we feel could be written
under the broad wording of the bill. Such a rule ignores our situation
and could have the net effect of forcing one of our cooperative mem-
ber agencies, or more, to make a choice of alternatives, including forced
withdrawal from a terminal, and thus, conceivably deny our members
a choice of representation on a terminal as a part of the complete
marketing package.
We believe that the wording of S. 1149 is so broad as to open up the

possibility that rules could be established which would make it im-
possible for some of our cooperative terminal market operations to
continue on these markets and still provide the services that our
farmer and rancher members have asked us to provide.
Senator YOUNG. Would you explain further what you mean by pro-

vide the services that farm and rancher members have asked us to
provide? What other services do you mean?
Mr. Ross. Wherein we do operate as we stated on many of the termi-

nal markets. We also operate in a great number of auction markets but
as has been described by previous speakers in the Department, this is
the stockyards in their posted markets. Some of the services we would
provide would be assembly of livestock at country points for reship-
ment, actually in more direct channels. These would not go through
terminal operations or auction operations. That would be one example.

Senator YOUNG. Would that be a procedure that would be pro-
hibited by stockyards you were doing business with?
Mr. Ross. It would be prohibited if such a rule as the one I just

quoted had been proposed by one market. I guess it would be, let us
put it that way, if this rule I just quoted here as proposed were put
into effect. It could conceivably do this. In this case it would, as I
tried to point out, force us into the same old question: Which of the
services do the members want within this one association? The reason
I—again, this was the reason we have underlined the one statement,
that as a cooperative our members do through their elective boards,
make known the services they wish and sometimes these members in
a given area wil come to us and say we would like a certain kind of
representation. It may be a country point for either cattle or for hogs.
Senator YOLTII.G. Would you explain a little more in detail the reg-

ulation adopted by the stockyord in which the Department of Agri-
culture held against you and the court held with you?
Mr. Ross. Could we describe it?
Senator YOUNG. Yes.
Mr. Ross. Well, on this, as outlined in three procedures, any live-

stock—we were operating in the Denver yards—any livestock we
might handle we would have to run through the stockyards regardless
of the—we would have arrived actually at a selling price, would have
arrived at a destination for the livestock, but we would have had to
bring it through the terminal yards at Denver. We could not have
operated at any other point, in other words.
Senator JORDAN. That was upset by the court ruling, so that is not

in existence today?
Mr. Ross. It is not in existence but we wanted to tighten it, again

referring to our statement, that the breadth of this statement we think
may invite still some of these kinds of rules.
Senator YOUNG. On the bottom of page 6, you cite a regulation pro-

posed by one of the terminal markets, "no market agency, dealer or
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employee thereof shall go outside the limits of this stockyard to buy
for his own account or on an order", et cetera, the rest of the para-
graph. I understand that this one was disallowed by the Packers and
Stockyards Administration ?
Mr. Ross. I would gather that the Department this morning re-

ferred to a situation where a rule was submitted to them and I would
only be guessing on my part. This may have been the particular rule.
But, I think you would have to ask the Department or compare mar-
kets as to where it was involved.
Senator JORDAN. You may proceed, sir.
Mr. Ross. I will start with the second paragraph on page 7.
We believe that the wording of S. 1149 is so broad as to open up

the possibility that rules could be established which would make it im-
possible for some of our cooperative terminal market operations to
continue on these markets and still provide the services that our farmer
and rancher members have asked us to provide. In our attempt to clear
our position on this matter, we suggest an amendment to subsection
(b) of section 4? section 307 of S. 1149 with one sentence to be added
( as underlined in this prepared statement) which would make that
section read as follows:
(b) It shall be the responsibility and right of every stockyard owner to man-

age and regulate his stockyard in a just, reasonable and nondiscriminatory
manner, to prescribe rules and regulations and to require those persons engag-
ing in or attempting to engage in the purchase, sale, or solicitation of liviestock
at such stockyard to conduct their operations in a manner which will foster,
preserve, or insure an efficient competitive public market. Such rules and
regulations shall not prevent a registered market agency or dealer from render-
ing service on other markets or in off-market transactions.

Senator JORDAN. What do you mean by that condition, in connection
with this proposed law ? I want to be sure I understand the purpose
for inserting this amendment.
Mr. Ross. This is clarification again

' 
I believe, Mr. Chairman. As

we have quoted again, if such a proposal as I have voted for you could
be written, this would—where we have an association who may be
operating, and we have some who—I will describe one of our cases.
We have one that is operating on three terminals and providing a
service for its members there. They also within a State area have 30
country point where they assemble hogs and these are then sold,
presented to packers without going through a terminal market or
a posted stockyard. This we feel, with the broad wording—again not
being legal, my men and myself—that such a rule would say we could
not go ea as an association, a marketing agency, could not go off the
yards to represent our members in some other service. That is what is
meant down here by "rendering service on other markets or in off-
market transactions." Ours is to render a representational service for
our members.

Senator JORDAN. You would not want to try to say to a farmer, now
do not go to this market, we will go over here and sell them out of the
field, in other words, you would not think that you would be entitled
to try to take business away from a stockyard and hand it to some
local place for any reason?
Mr. Ross. No, sir.
Senator JORDAN. You would not say that your farmers did not have

a right to sell it anywhere they please or in any manner they wanted
to?
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Mr. Ross. As a matter of fact, I would say our operations would be
much simpler if we were back at the old status of having central
markets.

Relative to the other statement, as to the promoting of the market,
we do a great deal of promotion by our association of just the terminal

i 
.

market. I would say n some instances in some of the terminal markets
that some of the strongest promotion to draw livestock to those ter-
minal markets is actually put out through newsletters and communi-
cations services by our association. So, this is not our intent.

Senator JORDAN. Terminal market is a very valuable asset, to your.
members, let us put it that way. Not the association, but to your mem-
bers, in determining what the price of hogs is in Sioux City today at
11 o'clock.
Mr. Ross. It is certainly one of the important 
Senator JORDAN. Because a 
Mr. Ross (continuing). Pieces of price information.
Senator JORDAN. A little country operation would not have that

information. They have to get it from some place.
Mr. Ross. No. I might, however, to clear this up, state that where,

we have a number of points, that we do report through price report-
ing services the prices at country points and there are several of these,
say particularly the hog States or interior prices. This would be an-
other source of prices as guides to our members for all of the livestock
producers. But I will agree with you, a substantial part of our opera-
tions still is on terminal markets and we are very—they are very im-
portant to us.
Senator YOUNG. Can you (rive us some percentage of the amount of

your business done on the terminal markets and the percentage sold
direct? Would a sizable percentage of livestock marketing by your
association be sold direct to packers?
Mr. Ross. It certainly is a decreasing percentage, Senator. We have

not actually analyzed—I cannot give you a specific figure as to what
would go through terminals as compared to some of these other
methods. However, as the terminals have gone down, so have our num-
bers and consequehtly our percentage of livestock that has gone
through terminals has gone down. We may be increasing, we will say,
even our share of the receipts of a particular terminal market but as
has been referred to on occasions where they are buying volume, the
trend in the terminals has gone down, probably a smaller piece. It is
a bigger piece of a smaller pie. So, we have kind of followed this
trend. I did not give you, and I am sorry I did not give you, a specific
figure.

Senator JORDAN. Thank you very much. You may proceed.
Mr. Ross. I believe I was just starting on page 8.
Without the change in the bill and the addition of the one sentence

as outlined to you, the National Live Stock Producers Association did,
by official action at its last annual meeting and in directors' meeting,
instruct us to unalterably oppose the passage of this bill. With the
addition a the one sentence, they did, however, instruct us to make
known their support of the bill, and their wholehearted support.
We hope we have been able to clarify for you the special position

from which we make our presentation. Many of our member mar-
keting associations are asked by their livestock producer members
to serve them both on public stockyards and in off-market operations.
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As has been previously pointed out, on many of the terminal yards
where our members operate, the member agency representative is one
of the leading agencies, if not the top volume agency on that market.
We feel that they could not have attained such a position of service
had they not promoted the marketing service available to livestock
producers and feeders on the public stockyards„ We have every de-
sire to continue to render top service at our stockyard locations, but
must also, as cooperative associations, follow the wishes of the live-
stock producer member in giving off-market service where and in the
way he requests it. The present wording of the bill, without the addi-
tion of the sentence we have just recommended to you, gives rights

• and powers to stockyards owners that are too general and broad in
scope. We do not believe that stockyards owners should be granted a
position which opens the door to limit the outlets for the livestock of

• our producer and feeder members.
The amendment we propose would clarify this question and would

still make cooperative marketing service on terminal markets avail-
• able to livestock producers and feeders and would leave the final de-
cision as to the type of market used in the hands of livestock pro-
ducers and feeders. We, therefore, urge your serious consideration of
the addition of our recommended amendment to S. 1149 in order that
the National Livestock Producers Association and its member live-
stock cooperatives can then give the bill support.
I certainly thank you gentlemen for letting me make this statement.
Senator JORDAN. Thank you very much. We are glad to have you

with us, and your testimony. Senator, any questions ?
Senator YOUNG. NO.
Senator JORDAN. Thank you very much.
Mr. Ross. Thank you, sir.
Senator JORDAN. Mr. Cunningham, and Mr. Overman, Omaha Live

Stock Exchange, Omaha, Nebr., also representing the River Markets
Group. Glad to have you with us, both of you.

STATEMENT OF ROBERT E. CUNNINGHAM, EXECUTIVE SECRE-
TARY, OMAHA LIVE STOCK EXCHANGE, OMAHA, NEBR.; ALSO
REPRESENTING THE RIVER MARKETS GROUP

Mr. CUNNINGHAM. Gentlemen, my name is Robert Cunningham. I
am the executive secretary of the Omaha Live Stock Exchange and
also the executive officer of the River Markets Group. The chairman
of the River Markets Group is Mr. Warren Overman, who is here
with me. He is from Chicago, Ill.
To be a little more specific and for your information, the River

Markets Group comprises in membership approximately 900 mem-
bers of the Livestock Exchanges at six of the largest terminal markets
in the United States; namely, St. Louis National Stock Yards, Ill.;
Chicago, Ill.; Kansas City, Mo. ; Omaha, Nebr.; Sioux City, Iowa and
Sioux Falls, S. Dak. During 1967 these markets handled livestock
receipts amounting to 6,827,000 cattle and calves, 9,987,000 hogs and.
1,505,000 sheep for a grand total of 18,500,000 head of all species re-
ceived and sold.
Members of the River Markets Group serve Midwestern feeders and

growers in the purchase and sale of livestock at these terminal markets.
They act on an agency basis under exchange rules and regulations
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designed for the protection and betterment of shippers' interests. Our
people are highly skilled and experienced market agency technicians
whose primary responsibility is selling consigned livestock for the
highest price obtainable in open, free competitive livestock markets.
We sincerely appreciate this opportunity to appear before your Com-
mittee and discuss our position on the legislation that you presently
have under consideration, S. 1149.
Our River Markets Exchanges were established in the late 1800's for

the purpose of inculcating principles of justice and equity in trade;
to enforce correct and high moral principles in the transaction of
business; to inspire confidence in the methods and integrity of its
members; to facilitate the speedy adjustment of business disputes; to.
expedite and regulate the handling and sale of livestock; to promote
uniformity in the customs and usages of members. We have been in
operation at these markets since the late 1880's. As an example, the
Omaha Live Stock Exchange is presently in its 78th year of opera-
tion. Chicago has been in operation longer than that. Our markets
have been operating under the Packers and Stockyards Act since its
inception in 1921, a period of 46 years. We feel the act was an excel-
lent piece of legislation. It was originally patterned after the rules
of our Livestock Exchange, most of which have been in existence
for 80 years or more.
As previously outlined, the 900 members of the River Markets Group,

are men who are the actual trades people in these large midwestern
terminal markets. They are the procurement arm of the industry and
make the personal, on-the-farm contacts with patrons and prospective
patrons of our markets in securing their livestock shipments to our
stockyards for final sale.
Our members sort, shape, show, and sell all livestock and remit the

proceeds of sale to customers of the market. They handle all financial
accounting, bond protection, and the rules and regulations of the
market in our customers' behalf. Their skilled knowledge and keen
business acumen contribute the major share of establishing national
price levels at which all livestock is sold.
The stockyard companies on the other hand, are the owners and

custodians of the terminal market properties. They do not enter into-
the process of business procurement, customer relationships or livestock
selling operations to the extent that our exchange members do, but
rather confine their activities to receiving and weighing the livestock
that come to our markets and maintaining the properties.
The River Markets Group views the legislation proposed in S. 1149

and H.R. 10673 with critical concern. We find in the proposed amend-
ment to section 303, subparagraph (1) and 307, subparagraph (b),
legislation tantamount to granting absolute and complete control to,
stockyard owners over all agencies operating at their markets.
Subparagraph (1) of setcion 303 states that—

No person shall carry on the busines of a market agency or dealer unless the
stockyard owner has determined his services will be beneficial * * * and has
given written authorization to such person.

This change grants to the stockyards owner the sole right and dis-
cretion to determine the qualifications of anyone desirous of commenc-
ing business at any market. The proposed amendment provides no
guidelines for this determination except at the discretion of the
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stockyard owner. We feel such a broad grant of legislative power
actually authorizes arbitrary discretion to only one segment of the
stockyard industry.
In the proposed form the stockyard owner might decide for any

arbitary reason that a cehain dealer or market agent was not good for
the industry and deny him the opportunity of the marketplace. The
power to approve ordinarily carries with it the power to revoke such
approval, and again, the same stockyards owner might possibly decide
that an established firm was no longer "beneficial" and revoke their
written authority to continue in business. We feel that. the dangers
inherent in such unilateral authority far outweigh the benefits that
might accrue from its adoption.
Our next comment is relative to subparagraph (b) of section 307

which states that—
It shall be the responsibility and right of the stockyard owner to manage and

regulate his stockyard and to prescribe rules and regulations and to require
those persons engaging in the purchase, sale or solicitation of livestock at that
stockyard to conduct their operation in a manner which will foster, preserve andl
insure an efficient, competitive public livestock market.

We would state for the record that the stockyard companies are
contending that they need such broad regulatory powers to protect
their vested interests. They seem to overlook the sizable interests
that all or our people, market agents and dealers alike, have in these.
markets. Our people have the investment of their capital, their repu-
tation2 in fact that of their very lives and those of their families at
stake in the future of these markets. To grant complete control over
their business operations to one party such as a stockyards company
would be an outright abuse of the freedom of individual enterprise.
As we have outlined in an earlier paragraph, for some 80 years our.

livestock exchanges have prescribed the rules and regulations for our
markets. Since 1921 the Packers and Stockyards Administration has
joined in this regulatory activity. Obviously, our exchanges and our
market agencies have as much interest in "fostering, preserving, and
insuring efficient competitive markets" as does a stockyard owner.
We feel that the proposed amendments are self-defeating to the

purpose of our exchanges and the Packers and Stockyards Adminis-
tration. Our exchange rules and the Packers and Stockyards Act
were promulgated to regulate the affairs of the stockyards and related'
industry. The act is a police power type of function with the Secre-
tary as the policeman. On the other hand, the exchange control is a
democratic process in which self-regulation comes into play. Now,,
the stockyards companies are seeking to usurp these regulatory pow-
ers, eliminating the voice and authority of -the exchanges the indi-
vidual market agencies,- and even supersede the authority of the Pack-
ers and Stockyards Administration.
We have no quarrel with giving equal time and/or authority to

stockyard companies as that presently given to all the other seg-
ments of our market family and to the Packers and Stockyards
Administration. In fact, stockyard companies currently share these
regulatory powers and have even a good deal more than concurrent
jurisdiction over the operations of their markets and the agencies
located thereon.
We fail to see why it is necessary to vacate the rights of all other

agencies in favor of granting absolute control to one organization.
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We find such proposal so obnoxious that we are dutybound to oppose
it with all the forces at our command. We have never asked for, sought,
nor been granted such dictatorial powers and we feel it is highly im-
proper for any one body to assume this cloak of authority.
Even our Federal Government has realized the propriety of checks

and balances for nearly 200 years. The establishment of an executive,
legislative, and judicial authority assures that not all power is granted
to any one omnipotent individual, department, or jurisdiction.
Our many years of experience in the business of livestock marketing

does not lead us to the conclusion that we can expect fair, just, and
nondiscriminatory application of this broad grant of legislative power
to a one man or one organization rule of our lives and our destinies.
In fact, we have seen too many instances of behavior on the part of
stockyard companies which are to us arbitrary and unilateral and
which would lead us to think that they should not be allowed to
warrant the consideration they seek under S. 1149. The River Markets
Group and its 900 members who have operated in these markets for
some 80 years registers its opposition to this legislative proposal and
respectfully requests your committee to deny it further consideration.
I might add, if I may, please, several other comments that came

to mind from previous testimony that has been presented here. I note
that the National Commission on Food Marketing report at page 108
stated, and it is quoted in some previous testimony:

The P&S Act should be administered and if necessary, amended to give

stockyard owners and marketing agencies the greatest flexibility and control

over their operations consistent with protecting the interests of buyers and

sellers.

Gentlemen, we are in accord with this but we do notice the careful
mention of market agencies at the same time as stockyard companies.
So what we propose here is that there would be some tribunal or
reviewing authority in which a member of the Packers and Stock-
yards Advisory Committee, a member of the local stockyard
company, and a member of one of the marketing agencies or the
exchange might sit down and consider a problem that seemed to be
one that should have some necessary action taken at a local level. We
feel that that would be much better, and would give everyone a voice
in a democratic decision on local problems.
We note that also the comment was made that under certain in-

stances, the exchanges have their rules which may be applied uniformly
but only to their members, and that if there would be nonmember
firms in a market, that these exchange rules would not apply to the
regulation of that market.
We have acomplished this rather easily in Omaha by the stockyards

company who have agreed and approve of the Omaha Live Stock
Exchange, rules merely making them a part of their tariff and they
then become rules that are binding on all people who operate in the
Omaha markets. A very simple solution, which can be accomplished.
at a local level without it being necessary to initiate legislative author-
ity of the type that has been suggested here.
We also note the USDA saying that commission firms selling at

terminal stockyards are injuring their consignors if they dilute pack-
ers' buying needs in off-market transactions. We feel that the same is
true if stockyard companies charge yardage on livestock sold direct
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in the country and this livestock moves through a terminal market.
Livestock that comes in consigned direct to a packer and is received
through a terminal market impedes our ability to establish price on
the salable livestock that is available on a given day. So, we feel if
the USDA, as they state, feels that off-market transactions do dilute
packers' buying needs that it might be a good idea for the USDA to
recognize this problem and to do something if they could to correct
it, because it would certainly be helpful to us if we do remove that
dilution of buying needs.
Senator JORDAN. I understand what you are saying, that you do

think the cattle ought to be brought through a terminal market but
not subject to the rules of that terminal market and fees be charged
for the handling of those cattle or there may be
Mr. CUNNINGHAM. My point is that if, as the Department has said,

off-market transactions on the part of commission firms or anyone
else tend to dilute the buying power or the price-setting power of
the market, that this is something that the. USDA should take a look
at. We have wanted this done for a long time, that direct buying ac-
tivities or'off-market activities do impede our ability to set a high
price because it does remove the competitive buying power from our
market. We are very happy to see this recognized. But, we think there
is a better way than this particular type of legislation to correct it.
Now, this is all I have, Senator, and Mr. Overman has a statement

that he would like to present for the River Markets Group.
Senator JORDAN. How long is your statement?
Mr. OVERMAN. In the interests of brevity, figuring the other mark-

kets would cover most of the statement, it. is quite short.
Senator JORDAN. You may proceed. State your full name and who

you represent.

STATEMENT OF WARREN C. OVERMAN, CHAIRMAN, RIVER
MARKETS GROUP, CHICAGO, ILL.

Mr. OVERMAN. I am Warren C. Overman, chairman of the River
Markets Group. I have been a member of the Chicago Livestock
Exchange since 1941. I am a director of the Chicago Livestock
Exchange.
The River Markets Group is an association of interested people on

six major central markets. The group was formed to promote the in-
terchange of ideas and discussion of common problems for the sole
purpose of keeping the markets as strong as possible for the benefit of
the livestock producers.
I feel strongly that strong central markets are most essential to the

welfare of the livestock producer. I cannot see how he will be served
if the sweeping authority over selling agencies by stockyard owners
proposed in S. 1149 is granted. The inequities inherent in the bill as
regards the selling agencies themselves will be gone into by others; the
welfare of the producer is my sole concern. I would like to say right
here that the language used in the bill by the USDA and by the rep-
resentatives of the stockyard companies has always put the stockyard
interests first. I believe the producer in this country, who I think is in
quite a price bind right now, needs to be put first.
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Selling agencies have essentially one purpose: to stand on equal and
professional footing with buyers in the marketplace and convert live-
stock to cash by means of securing the highest possible price for the
greatest possible weight. Three components are necessary to strong
operation of a market to develop price—a stockyard operator, a buying
side, and a selling side—and these must be completely independent in
their basic actions. Sweeping assurances that stockyard owners will
not be unjust, dictatorial, or discriminating in their demand for a very
tenuous standard of performance" do not- impress me in the slightest.
May .I say here that standard of performance they have talked about
will eventually come right down to one thing—money.
Senator JORDAN. That is what they are hoping for, is it not?
MT. CUNNINGHAM. Sometimes I wonder, sir. ,

, The proposed grant of authority under, this bill offers. no protection
as stockyard administrations change or profits fall.,
The membership rule of the Chicago Live Stock Exchange is quite

simple and typical of the rule of other exchanges. It asks only that the
applicant be of good character, attained his majority, and that his
primary business concern lies at the market. There is nothing here that
precludes the stockyard personnel joining the exchange where their
'voices may be heard and heeded. No man serves two masters well and a
selling agency to do its job well must think only of its principal. We
are assured that stockyard owners are reasonable men and we assure
them that we are just as reasonable. May I say here that three or four
membership in our exchange at Chicago are held by stockyard com-
pany people, yet they never come to meetings, they never participate
and they are perfectly welcome and have every right to do so.
I ask that the over 100 years of successful operation of central

marketing be considered and that the basic concept of owners, sellers,
and buyers standing at arm's length be maintained.
I would like to add one more thing. Mr. Jennings in his statement

decried the public utility concept of a stockyard. Yet, he quoted a
point made at Food Commission hearings. For example, that—
Public stockyards have an additional valuable function, that of pricing, setting

price levels to which other systems and interested people measure livestock
values.

Certainly I feel that this but further, strengthens the public utility
concept.
Thank you, sir.
Senator JORDAN. Thank you. We appreciate your testimony. I do not

quite understand, and would appreciate your enlightening me on this
point. Does this bill have anything to do with the Chicago Live Stock
Exchange?
Mr. OVERMAN. NO, sir.
Senator JORDAN. Does it in any way inject itself into the livestock

exchange?
Mr. OVERMAN. No. Essentially what I was suggesting, here is the

place to settle probably 995/0 percent of our differences.
Senator JORDAN. In the exchange.
Mr. OVERMAN. Yes, sir. We have been able in Chicago and at most

of the other large terminal markets to never have to go to government
to have stockyard functions spelled out exactly. We have been able
to reason with them. They have been able to reason with us for
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,example, sir, at Chicago about a year and a half ago they began call-
ing all commission firms in. When the first ones went in they were told
.flatly they were going to cut the number of commission firms to 20.
I was among the very few, my partner and I, who got in at the first
. and this was the statement. We are going to do this.

Some people told them where to go and how to get there. Others
reasoned with them. And by the time they got to about the tenth one,
they were in a position where they are discussing, not telling.

Eventually the thoughts that were exchanged on both sides, it
dropped, it passed. They finally figured out the more commission
.firms they had at Chicago, the stronger that market was, and we still
have four alleys in that stockyard where I think they should encourage
;more commission firms to be set up.

Senator JORDAN. Is there more than one stockyard in Chicago?
Mr. OVERMAN. No, sir.
Senator JORDAN. Is the Stockyard Restaurant still operating out

:there where they have such good steaks?
Mr. OVERMAN. Over at the Stockyard Inn, Matador Room. If you

come there, I will be pleased to buy you one.
Senator JORDAN. I have eaten there a good many times and they do

have good meat.
Mr. OVERMAN. The finest in the world.
Senator JORDAN. No question about that. Thank you very much for

your presentation, both of you.
This subcommittee will recess until 10 o'clock in the morning. Thank

you very much.
(Whereupon, at 12:40 p.m., the hearing was recessed, to reconvene
10 a.m., Friday, January 26, 1968.)
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141 ashing ton, D.0 .
The subcommittee met, pursuant to recess, at 10:10 a.m., in room

324, Old Senate Office Building, Senator B. Everett Jordan of North
Carolina (chairman) presiding.

Present: Senators Jordan of North Carolina, Harry F. Byrd, Jr.,
of Virginia, Young of North Dakota, and Miller.
Also present: Senator McGovern.
Senator JORDAN. The subcommittee will please come to order.
Senator Young, we are glad you are back with us this morning. I

mean that sincerely. You always add a great deal to our meetings and
we appreciate your being here.

Senator McGovern, we are very glad you are here, since you are so
interested in the bill.
I say this for the benefit of our visitors because it is sometimes dif-

ficult to get a quorum for these hearings since there may be three or
four scheduled at the same time. Good attendance shows an extra in-
terest on the part of Senators when they can be at a meeting whenever
possible.
Senator YOUNG. Thank you. Could I have a recording of that?
Senator JORDAN. Yes. It is in the record.
Mr. George Doup, president of the Indiana Farm Bureau, Indian-

apolis, Ind., representing the American Farm Bureau Federation.
Will you come forward and have a seat?
We are delighted to have Mr. Lynn along with us, today. Jack is

an old friend of ours and he is in regular attendance at these meetings.
You may proceed as you wish.

STATEMENT OF GEORGE DOTJP, PRESIDENT, INDIANA FARM
BUREAU, INDIANAPOLIS, IND., REPRESENTING THE AMERICAN
FARM BUREAU FEDERATION

Mr. Do-up. Mr. Chairman and other members of the subcommittee,we appreciate the opportunity to present the views of the American
Farm Bureau Federation with respect to S. 1149.
The voluntary paid membership of farm bureau includes 1,753,532

farm and ranch families in 2,770 county farm bureaus in 49 States
and Puerto Rico. Livestock is the most important source of income
to a very high percentage of farm bureau membership therefore, the
reason for our interest in this legislation is apparent.

(57)
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Farm bureau had a great deal to do with the development of the-
Packers and Stockyards Act of 1921 and gave strong support for its
enactment. This act has served the livestock industry well. Dramatic
changes have taken place in the marketing of livestock. We want to.
make sure that by legislative action we do not turn back the clock
or prevent the further improvement of the marketing process.
There is a table accompanying this offer—about four tables—one

for the year 1966, and then the other a comparison of the years from
1962 to 1966. It tells rather dramatically the change in pattern of
livestock marketing in the country. You will note in 19621 in the sec-
ond table there, that the direct marketing of cattle, for instance, at
that time was 38.6 percent. It has gone up to 49.2 percent in 1966,.
practically half then of the cattle market, our direct marketed cattle.
The auctions there are shown, and then the terminal markets are

shown.
You can carry that on over to the hogs, calves, hogs and sheep, and

you will note over there that in hogs in 1966, 62.7 percent were mar-
keted directly in the country, 22 percent in the terminals and 15 per-
cent in the auctions.
This gives you a feel, certainly, of the chancres that have taken place.

in the livestock marketing pattern in the country.
Based on the recommendation of the Farm Bureau Livestock Ad-

visory Committee in March 1967, the American Farm Bureau Federa-
tion Board took action in support of H.R. 10673 provided certain
safeguards were made as follows:
The Committee recommends favorable consideration of this proposed legisla-

tion with the understanding that every stockyard owner shall have the respon-

sibility as well as the right to manage and regulate his stockyard in a just,
reasonable, and nondiscriminatory manner to insure an efficient and competitive
public market for livestock producers and feeders and that rules and regulations

adopted by such stockyard owners shall in no way prohibit farmers and ranchers

from establishing and/or operating a market agency or any public livestock
market, even though they may operate other types of market services at auc-
tions or concentration points or sell, buy, or contract for the purchase or sale of

livestock at farms or ranches.

The point of our testimony is that section underlined there. This
is our concern in this legislation.

Neither H.R. 10673 as passed by the House nor the legislative rec-
ord or S. 1149, includes the protection to livestock producers and ship-
pers we feel essential. The House bill, together with the legislative
record, indicates that the effect, if not the purpose of the legislation,
would be to strike at direct marketing by farmers and ranchers by
authorizing the owners of a public stockyard to prohibit a livestock
marketing agency operating on a public market from providing a
direct marketing service at country points, feedlots, or farms or
ranches.
The owners of public stockyards are now prohibited from taking

such action by the Supreme Court's decision in what is known as the
Denver Stockyards case. A copy of this discussion is attached.
We were a party to this case. It was one we were very much con-

cerned with, very much involved in, and the decision rendered there
was favorable for our position, and we don't of course now want it
overturned.
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It would appear that instead of meeting the dramatic changes in
the production, transportation, marketing, processing, and retailing
of livestock and livestock products or in reducing costs of marketing,
this bill, as passed by the House and now before this committee, would
tend to freeze the old system of marketing. It appears that proponents
of the bill are more concerned with protecting a certain marketing sys-
tem than with marketing costs or net returns to farmers and ranchers.
We recommend the following amendment to S. 1149: In line 5 on

page 3 insert the following after "Provided,"—
That nothing in this Act shall authorize any stockyard owner to prohibit farm-

ers or ranchers from establishing or operating a cooperative market agency on
any public livestock market because they operate other types of cooperative
market services at auctions or concentration points, or sell, buy, or contract
for the purchase or sale of livestock at farms or ranches: Provided farther-

Senator YOUNG. Let me ask a question at this point. The National
Livestock Producers Association in their testimony yesterday pro-
posed something quite similar to this.
Mr. DOUP. Very similar.
Senator YOUNG. Are you familiar with it?
Mr. DOUP. I just glanced at their testimony this morning, but I

knew their position. I sit on that board of directors, and have known
the position they take. Theirs is similar to ours, they propose a little
different language.
Senator YOUNG. In marketing through the Farm Bureau agencies,

is it much the same as through the National Livestock Producers
Association?
Mr. Dour. Yes.
Senator YOUNG. You experience some of the same problems?
Mr. DOUP. The National Livestock Producers was started by the

Farm Bureau many years ago. Many of the producer agencies are
affiliates of the Farm Bureau. In Indiana we are. We are a close
affiliate of the Farm Bureau and we are also members of the National
Livestock Producers, the agency that testified yesterday. Their posi-
tion is about the same as ours, slightly different language,
Senator YOUNG. Then your organization sells much of their live-

stock through the stockyards, some through auctions?
Mr. Dour. Yes. Let me give you the illustration. In Indiana and

the Midwest, in Indiana specifically we are on terminal market at
Indianapolis with the agency. We also have 21 points throughout
Indiana. Now, the effect of a situation that was in the courts, known
as the Denver case would be for the Indianapolis terminal to say that
as long as you are on this terminal, you can't operate country points,
and so the effect of this for us in Indiana would be to say either you
are on the Indianapolis terminal and not in the country, or that you
are in the country and not on the terminal.
Senator YOUNG. What do you do at the country points?
Mr. Dour. Country points are concentration yards where we get

together the farmer's hogs, in some instances we have auctions and
handle them much like we would handle them at the terminal. How-
ever, they don't go to the terminal. They are marketed from the
points directly to the packing plant.
Senator YOUNG. Then you really market in three ways, through

local auctions, direct selling to the packers.
Mr. Dour. This is right.
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Senator YOUNG. And then through stockyards ?
Mr. Dour. Yes. Now, we are not entirely favorable to what the old

terminology of the direct marketing, where a packinghouse is out in
the country and they establish a yard and did direct buying. We think
that there ought to be an agency representing the farmer out there,
and this is the reason the cooperatives have gotten in this one so heavi-
ly. And so we have established these points, where our cooperative
jointly sells the hogs from these 21 points, where the farmer isn't
competing against each other, each farmer out there. The agency is
selling the hogs so in reality these are concentration yards where the
farmer brings these hogs in. The market is established for them, and
he gets his check right there. This shortens the marketing path for
him, this shortens his marketing costs, and we think the fact that the
hogs are in the terminal is not necessarily a factor that has to be to
make this competitive. They can be right out there in the country
because they can be described over the phone and it is a waste of
money for the farmer to have to bring those to the terminal and then
go on. Why not concentrate them in shorter distances out there?
Senator JORDAN. Would you repeat that last part? You concentrate

by telephone?
Mr. DOUP. No; we concentrate them out there, but we sell them by

telephone.
Senator JORDAN. How large an area would you consider to be a

• concentration point, two counties, or one county?
Mr. Dour. We have these differently in the 21 areas. This does not

cover all of the State of Indiana, but I suppose our closest markets are
about 30 or 40 miles apart.
Senator JORDAN. Would these hogs be concentrated in this one ship-

ping place for disposal?
Mr. Dour. That is right.
Senator JORDAN. But it could be handled by phone?
Mr. Dour. Yes. But this lets a fellow who may have 20 hogs out

there instead of having to take them to the terminal, can put them
there. We can concentrate them in loads of 100 to 150, describe them
to the packer, and go direct to the packer from there.

Senator YOUNG. This is a form of collective bargaining, too, isn't it?
Mr. Dour. It has bargaining in it yes, very much, because the

farmer is represented in the marketing of those hogs by an agency that
has under its control the hogsin those 21 points plus knowledge of
what is happening in the terminal, too. The part that I mentioned a
moment ago that we do not completely, agree with is where a packer
comes out there and sets up and there is no bargaining there. He just
buys what is normally known as direct. We think the farmer ought
to have an agency there representing him, knowing what the marketing
situation is, knowing where the hogs are, and being able to bargain.
And so our cooperative has been able to do this through necessary
points. Not just at the terminal market. So we do not think at all that
the establishment of country markets and country concentration yards
such as we have in our cooperatives has hindered the farmer. We know
it has helped him.

Senator YOUNG. Some of the livestock that goes through these auc-
tion rings finds its way to the terminal market, too; doesn't it?
Mr. Dour. There is some of this, but not nearly as much as there

used to be. There used to be a great deal of this, but today in our auc-
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tions we have the packing houses right there bidding on the livestock,
and so very little of our auction livestock today goes to the terminal.
There used to be a great deal of it, Senator.
Senator JORDAN. May I ask another question?
Wherever livestock is concentrated, are there a feeder lots, too?
Mr. DOUP. Not to speak of. We have to carry these overnight but

this is all.
Senator JORDAN. You might have to water them and feed them.
Mr. DOTJP. Yes.
Senator JORDAN. Is someone paid for a short period of time when

you collect the load and carry them off?
Mr. Dour. Yes.
Senator JORDAN. The farmer will pay for that charge, would he not?
Mr. Dour. Yes.
Senator JORDAN. As he wouldn't in a regular market.
Mr. Dour. Some of this may be on us, because we will take title to the

hogs and have to carry them over if we can't move them. We attempt
to move them every day, of course, but there are occasions when you
have to put them together as 

just 
say for orders, or you may find a situa-

tion where the packers are  filled, and you can't sell them on that
day. You would have to carry them over.

Senator JORDAN. You would have to have some pens. Do you handle
cattle too.
Mr. Dour. Very few cattle this way. Practically all of our cattle go

right from the auctions right to the packing plant. Our principal
operation in the country is hogs, but we do have some auctions that
handle a good many cattle but those are direct to the packer and he
buys them right there with his representative or with a buyer.
Senator YOUNG. Do you buy your feeder cattle at auction rings in

the western areas?
Mr. Dour. Not much any more. Most of our feeder cattle come di-

rectly from auctions in other States.
Senator YOUNG. That is what I had reference to.
Mr. Dour. And then come in direct to the farm. There are not many

of these go through our auctions. Again in Indiana they go direct to
the farm. We will put a few of them through, but not very often.
Senator JORDAN. They go through the farm to the man who bought

them and needs them?
Mr. Dour. Yes. They will come into the auctions. The producer

agency who testified before you yesterday has some of these yards in
Tennessee and Mississippi, places like this. On our farm in Indiana,,
why, we buy cattle from a producer agency in Tennessee, out of Colum-
bia, Tenn. The effect of this kind of legislation would say, that is, if
the stockyards owners wanted to be able to move without this kind of
an amendment in there, they might say that if you were going to
operate at a terminal you can't operate in the country, and this is what
bothers us. This is, of course, the effect of our proposed amendment here
would be that it would just simply say that because you operate on
the terminal is not reason for you to be kept from operating in the
country.

Senator JORDAN. Senator McGovern, do you have any questions?
Senator MCGOVERN. Mr. Chairman, on the surface of this it seems

to me the amendment is a reasonable one. If I understand the testi-
mony that some of the stockyards people gave yesterday, what they

89-488-68----5
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were concerned about is some of the sellers using the yards to gen-
erate business outside of the yards, but I can't see where this amend-
ment. would be in conflict with that.
Mr. Doup. It wouldn't.
Senator MCGOVERN. Is that right, Mr. Doup ?
Mr. DouP. That is right. No, we did not practice this, and we would

see no reason to do this in our kind of an operation.
Senator MCGOVERN. My understanding is some of these commis-

sion people also generate business the other way. They go out into
the country and bring livestock into yards that otherwise might not
come there.
Mr. DOUP. Yes.
Senator MCGOVERN. SO that can work both ways, too.
Mr. DOUP. Yes.
Senator MCGOVERN. It seems to me on the surface at least to be a

reasonable amendment.
Senator YOUNG. Would this have any affect on order buyers?
Mr. Dour. I wouldn't see where it would affect them at all. Order

buyers are free to go on terminals or into the country, and so I
wouldn't see where this would affect them at all. We use order buyers
in the country. We have own own order buying system, too, but we
use others.
Senator JORDAN. Just what does an order buyer do? Does he get

an order for so many cattle and then buy and ship them?
Mr. Dour. Yes.
Senator JORDAN. For instance, he could get an order from Sw i ft

to buy 100 steers.
Mr. Dour. That is right.
Senator JORDAN. Certain qualities and weights.
Mr. DOUP. That is right. He may go to the terminal in Indiana.

He may come to one of our auctions or go to another auction,
wherever he thinks he can find the type of orders that he has to go
to get them.

Senator YOUNG. Order buyers in our areas usually buy mostly
feeders. A lot of the livestock feeders buy through order buyers
rather than going on the market and buying cattle themselves. An
order buyer can get a more uniform lot and he knows cattle and can
be very helpful to a feeder.
Mr. Dour. I would want it made real clear that we have nothing

against the terminal market. We are for the terminal market, and
we use the terminal market in Indianapolis extensively. But what we
don't want to do is to have our country markets disrupted. We think
there is a place for both. This is by choice of the farmer. This wasn't
by our choice. The farmer was going to the country and selling his
hogs before we got in this as a cooperative. We did not force this.
The farmer forced this, because this is what he wanted to do and
chose to do. He was trying to find a way of lessening his marketing
costs, and so once this came into being, the cooperative in Indiana.
said this is what the farmer chooses to do, we don't see that it is less-
ening his competitive position. We are going in then and establish
points and we have done this and we are still establishing them. We
established another one or two last year.
Senator JORDAN. Thank you, sir.
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Any further questions?
Mr. Dour. I didn't quite finish. The rest isn't pertinent unless you

want me to finish.
Senator JORDAN. You may finish if you wish.
Mr. Dour. The issue here is not whether a market agency operating

on a public market should be permitted to operate on other public mar-
kets or provide a different type of marketing service on such markets,
but rather whether a market agency such as a regional or national coop-
erative operating on such a market can also provide a direct marketing
service at. concentration points, auctions, feedlots, farms, and ranches
or help farmers and ranchers negotiate contracts for future delivery
as some cooperative marketing agencies are now doing. That is a new
practice that is coming into being.
The purpose of a livestock marketing cooperative is to serve the

interests of its members. Cooperatives have some members who wish
to market through terminal markets and others who wish to market in
other ways. In order to meet member demands for different types of
marketing services, cooperative marketing agencies must be free both
to operate at terminal markets and to provide other types of services at
other locations. In our opinion the maintenance of effective competition
requires that cooperative market agencies be allowed to offer their
members a choice of services.
Unless it is made clear by amendment that this legislation is not

intended to authorize the owners of public stockyards to discriminate
against cooperative market agencies which offer direct marketing serv-
ices at points other than a public stockyard, we have no choice but to
urge disapproval of the bill even though it has several desirable
aspects.
(The attachments to the prepared statement follow:)

TABLE 1.-LIVESTOCK PURCHASES BY PACKERS THROUGH DIFFERENT MARKET OUTLETS, 1966 t

Source of purchase
Cattle Calves Hogs Sheep

1,000
head

Percent 1,000
head

Percent 1,000
head

Percent 1,000
head

Percent

Major packers
Direct, country dealers, etc__.. 5,241 53.5 803 40.8 25,795 71.2 5,678 71.0
Terminal markets 3,172 32.3 404 20.5 7,287 20. 1 1,638 20. 5
Auction markets 1,391 14.2 762 38.7 3,161 8.7 676 8. 5

Total 9,804 100.0 1,969 100.0 36,243 100.0 7,992 100.0

Food chains (5)
Direct, country dealers, etc__ _ 513 70.9 152 69.4 112 66. 3 432 82. 3Terminal markets 197 27.2 6 2.7 7 4. 1 93 17.7
Auction markets 14 1.9 61 27.9 50 29.6

Total 724 100.0 219 100.0 169 100.0 525 100.0

Other packers (1,322)
Direct, country dealers, etc_  9,240 46.4 1,140 28.3 17, 348 53.3 2,164 50.6Terminal markets 6,065 30.4 566 14.0 7,952 24.4 1,072 25.0
Auction markets 4,623 23.2 2,330 57.7 7,247 22.3 1,046 24.4

Total 19,928 100. 0 4,036 100. 0 32, 547 100.0 4,282 100. 0

All packers (1,337)
Direct, country dealers, etc__ _ 14,994 49.2 2,095 33.7 43,255 62.7 8,274 64.6Terminal markets  9,434 31.0 976 15.7 15,246 22.1 2,803 21.9Auction markets 6,028 19.8 3,153 50.6 10,458 15.2 1,722 13.5

Total 30, 456 100. 0 6,224 100.0 68,959 100.0 12,799 100. 0

I Summarized from annual reports of packers filed with the Packers and Stockyards Administration, USDA. Includesdata for all firms purchasing more than 1,000 head of cattle or 2,000 head of all livestock during the reporting period.
2 All 1966 reports have not been received.
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TABLE 2: SUMMARY OF LIVESTOCK PURCHASES BY PACKERS THROUGH DIFFERENT MARKET OUTLETS, 1962_66t

Year, source of purchase, and number Cattle Calves Hogs Sheep
of packers

1,000 head Percent 1,000 head Percent 1,000 head Percent 1,000 head Percent

1962-All packers (1,441):
Direct, country dealers, etc 9,086 38.6 1,914 31.0 45, 269 59.6 7,681 49.4
Terminal markets 10, 030 42.6 1,436 23.3 22, 304 29.3 5,504 35.4
Auction markets 4,428 18.8 2,823 45.7 8,461 11.1 2,356 15.2

Total 23, 544 100.0 6, 173 100.0 76, 034 100.0 15, 541 100.0

1963-All packers (1,372):
Direct, country dealers, etc 10, 518 43. 1 2,031 35.4 48, 354 60.7 8.493 56.0
Terminal markets 9,546 39. 1 1,042 18.2 21, 136 26.6 4,561 30. 0
Auction markets 4,343 17.8 2,663 46.4 10, 125 12.7 2,118 14.0

Total 24, 407 100.0 5,736 100.0 79, 61:, 100.0 15, 172 100.0

1964-All packers (1,368):
Direct, country dealers, etc 12, 363 44.6 2,081 31.7 51, 964 62. 1 8.430 57.7
Terminal markets 10,124 36. 5 1,231 18.8 19, 608 23.8 4,180 28.6
Auction markets 5,244 18.9 3,242 49. 5 10, 801 13. 1 2,007 13.7

Total 27, 731 100.0 6,554 100.0 82, 373 100.0 14,617 100.0

1965-All packers (1,349):
Direct, country dealers, etc 13, 455 45. 1 2,351 34.3 46, 613 62.9 8, 127 62.4
Terminal markets 10, 162 34.0 1,127 16. 5 17, 375 23.4 3,321 25. 5
Auction markets 6,235 20.9 3,373 49.2 10, 151 13.7 1,571 12. 1

Total 29, 852 100.0 6,851 100.0 74,139 100.0 13, 019 100.0

1966-All packers (1,337):
Direct, country dealers, etc 14, 994 49.2 2,095 33.7 43, 255 62. 7 8,274 64.6
Terminal markets 9,434 31.0 976 15.7 15, 246 22. 1 2,803 21.9
Auction markets 6,028 19.8 3, 153 50.6 10, 458 15.2 1,722 13.5

Total 30, 456 100.0 6,224 100.0 68, 959 100.0 12, 799 100.0

ISummarized from annual reports of packers filed with the Packers and Stockyards Administration, USDA. Includes
data for all firms purchasing more than 1,000 head of cattle or 2,000 head of al Ilivestock during the reporting period.

Supreme Court of the United States

Nos. 106 and 118-October Term, 1957

No. 106

THE DENVER UNION STOCK YARD COMPANY, PETITIONER

V.

PRODUCERS LIVESTOCK MARKETING ASSOCIATION

No. 118

EZRA TAFT BENSON, SECRETARY OF AGRICULTURE OF THE UNITED STATES,
PETITIONER

V.

PRODUCERS LIVESTOCK MARKETING ASSOCIATION

On Writs of Certiorari to the United States Court of Appeals for the Tenth
Circuit

(April 28, 1958)

Mr. JUSTICE DOUGLAS delivered the opinion of the Court.
This litigation started with a complaint filed by respondent, a market agency

at the Denver Union stockyard, with the Secretary of Agriculture, alleging
that certain regulations issued by Denver Union Stock Yard Company are
invalid under the Packers and Stockyards Act, 42 Stat. 159, as amended, 7

§ 181 et seq. The Regulations complained of provide:
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"No market agency or dealer engaging in business at this Stockyard shall,
upon Stock Yard Company property, or elsewhere, nor shall any other person
upon Stock Yard Company property—

"(1) Solicit any business for other markets, for sale at outside feed
yards or at country points, or endeavor to secure customers to sell or
purchase livestock elsewhere; or
"(2) In any manner divert or attempt to divert livestock from this

market which would otherwise normally come to this Stock Yard; or
"(3) Engage in any practice or device which would impair or interfere

with the normal flow of livestock to the public market at this Stockyard."
The complaint was entertained; and the Stock Yard Company admitted that

it issued the Regulations and alleged that they were necessary to enable it
"to furnish, upon reasonable request, without discrimination, reasonable stock-
yard services * * * and to enable the patrons of the Denver Union Stockyards
to secure, upon reasonable request, without discrimination, reasonable stock-
yard services * * *." The prayer in the answer was that the Stock Yard Com-
pany be granted an oral hearing and that the complaint be dismissed. Thereafter
the Stock Yard Company filed a motion to require respondent to produce for
examination certain books and records. Respondent opposed the motion, electing
to stand upon the illegality of the Regulations as a matter of law. The Examiner
certified the question to the Judicial Officer for decision, recommending that
the proceeding be dismissed. The Judicial Officer dismissed the complaint, hold-
ing that he could not find the Regulations invalid on their face. 15 Agr. Dec.
638. The Court of Appeals reversed, holding that the Regulations are an unlaw-
ful restriction on the statutory rights and duties of stockyards and market
agencies under the Act. 241 F. 2d 192. It remanded the case to the Secretary
of Agriculture with directions to issue a cease and desist order against the
issuance or enforcement of the Regulations. The case is here by certiorari
which we granted in view of the public importance of the issue raised, 353 U.S,
982.
The Act defines "market agency" as "any person engaged in the businessof (1) buying or selling in commerce live stock at a stockyard on a commissionbasis or (2) furnishing stockyard services." § 301(c). The Act also providesthat "no person shall carry on the business of a market agency * * * at suchstockyard unless he has registered with the Secretary * * *." § 303. Respondentis registered not only with the Denver Union Stock Yard Co. but with other

stockyards as well. One impact of the Regulations on respondent is thereforeclear: having registered with this Stock Yard Company it may not, in the"normal marketing area" of the Denver yard (which is defined in the Regula-tions to embrace a vast area in Colorado), solicit business for, or divert itto, other markets. The market agency registered with the Denver Stock YardCo. must while working in the "normal marketing area" of that yard solicit
or do business exclusively for it and for none of the other stockyards with
which it is registered.
Yet § 304 of the Act makes it "the duty" of every market agency "to furnishupon reasonable request, without discrimination, reasonable stockyard services

at such stockyard." Section 301(b) defines stockyard services to mean "servicesor facilities furnished at a stockyard or connection with the receiving, buying
or selling on a commission basis or otherwise, marketing, feeding, watering,
holding, delivery, shipment, weighing, or handling, in commerce, of live stock."
and § 307 prohibits and declares unlawful "every unjust, unreasonable, or dis-
criminating regulation or practice."
The words "at such stockyard" as used in § 304 obviously mean, as applied

to a "market agency", every stockyard where that "market agency" is registered.From the Act it seems plain, therefore, that the duty of respondent would beto furnish a producer in the Denver area stockyard service at Kansas City, if
the producer so desired. Stockyards and market agencies are made public utili-
ties by the Act. Stafford v. Wallace, 258 U.S. 495, 516; Swift & Co. v. United
States, 316 U.S. 216, 232. Their duty is to serve all, impartially and without
discrimination. The Regulations bar both the market agency and the stockyardfrom performing their statutory duty. A market agency registered with Denver
could not by force of the challenged Regulations furnish producers in the Den-
ver area stockyard services at Kansas City or at any other stockyard where the
agency is also registered. The conflict seems clear and obvious; and no evidence
could make it clearer. The case is as simple to us as that of a utility that refuses
to sell any power to a customer if the customer buys any power from com-
petitor; as clear as an attempt by a carrier by rail to deny service to one who
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ships by truck. Cf. Northern Pacific R. Co. v. United States, 356 U.S. 1; Inter-
national Salt Co. v. United States, 332 U.S. 392.
When an Act condemns a practice that is "unfair" or "unreasonable," evidence

is normally necessary to determine whether a practice, rule, or regulation tran-
scends the bounds. See Associated Press v. Labor Board, 301 U.S. 103; Chicago
Board of Trade v. United States, 246 U.S. 2.31; Sugar Institute v. United States,
297 U.S. 553. But where an Act defines a duty in explicit terms, a hearing on
the question of statutory construction is often all that is needed. See Securities
and Exchange Comm'n v. Ralston Purina Co., 346 U.S. 119 (public offering) ;
Athlision v. Holly Hill Co., 322 U.S. 607 (area of production). It is, of course,
true that § 310 of the Act provides for a "full hearing" on a complaint against
a "regulation" of a stockyard. That was also true of the Act involved in United
States v. Storer Broadcasting Co., 351 U.S. 192. But we observed in that case
that we never presume that Congress intended an agency "to waste time on
appliCations that do not state a valid basis for a hearing." Id., at 205.
The critical statutory words in the present ease are from § 304 providing,

"It shall be the duty of every stockyard owner and market agency to furnish
upon reasonable request, without discrimination, reasonable stockyard services
at such stockyard." The Secretary's emphasis in the argument was on the words
"reasonable stockyard services." By analogy to the antitrust cases, a case is
built for fact findings essential to a determination of what is "reasonable." See
Standard Oil Co. v. United States, 221 U.S. 1; Chicago Board of Trade v. United
States, supra. Certainly an evidentiary hearing would be necessary if, for ex-
ample, a method of handling livestock at a particular stockyard was challenged
as unreasonable. See Morgan v. United States, 298 U.S. 468; Morgan v. United
States, 304 U.S. 1; United States v. Morgan, 307 U.S. 183. But that argument
is misapplied here. It misconceives the thrust of the present Regulations, which
are aimed at keeping market agencies registered at Denver from doing business
for producers, who are in the "normal marketing area" of the Denver yard, at
any other market. These Regulations bar them from rendering, not some stock-
yard services at the other yards but any and all other stockyard services for
those producers except at Denver. No stockyard services cannot possibly be

equated with "reasonable" stockyard services under this Act.
The argument contra is premised on the theory that stockyard owners, like

feudal barons of old, can divide up the country, set the bounds of their domain,
establish no trespassing signs, and make market agencies registering with them
their exclusive agents. The institution of the exclusive agency is, of course, well
known in the law; and the legal problem here would be quite different if the
Act envisaged stockyards as strictly private enterprise. But, as noted, Congress
planned differently. The Senate Report proclaimed that these "great public
markets" are "public utilities." S. Rept. No. 39, 67th Cong., 1st Sess. 7. The
House Report, in the same vein, placed this regulation of the stockyards on a
par with the regulation of the railroads. H. R. Rep. No. 77, 76th Cong., 1st
Sess. 10. It was against this background that Chief Justice Taft wrote in Stafford
v. Wallace, supra, at 514:
"The object to be secured by the act is the free and unburdened flow of live

stock from the ranges and farms qf the West and the Southwest through the

great stockyards and slaughtering centers on the borders of that region, and

thence in the form of meat products to the consuming cities of the country in

the Middle West and East, or, still as live stock, to the feeding places and

fattening farms in the Middle West or East for further preparation for the

market."
He went on to say that the Act treats the stockyards "as great national public

utilities." id., at 516. His opinion echoes and re-echoes with the fear of monopoly

in this field.
We are told, however, that the economics of the business has changed, that

while at the passage of the Act most livestock purchases were at these stock-

yards, now a substantial portion—about 40 percent, it is said—take place at

private livestock markets such as feed yards and country points. From this it is

argued that the present Regulation is needed to keep the business in the public

markets, where there is regulation and competition, and out of the private

markets where there is no competitive bidding and regulation. If the Act does

not fit the present economics of the business, a problem is presented for the

Congress.
Though our preference were for monopoly and against competition, we should

"guard against the danger of sliding unconsciously from the narrow confines
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of law into the more spacious domain of policy." Phelps Dodge Corp. v. Labor
Board, 313 U.S. 177, 194.
We take the Act as written. As written, it is aimed at all monopoly practices,

of which discrimination is one. When Chief Justice Taft wrote of the aim of
the Act in terms of the ends of a monopoly, he wrote faithfully, to the legislative
history. The Senate Report, supra, at 7, stated "It has been demonstrated beyond
question that the history of the development of this industry has been the
history of one effort after another to set up monopoly." The present Regulations,
it seems, have had a long ancestry.

Affirmed.
(Nor.—This copy does not include the footnotes contained in the Court's

opinion, or the dissenting opinions of Justices Whittaker, Frankfurter and
Harlan.)

A. A. L.
Senator JORDAN. May I ask one question?
Mr. Dour. Yes.
Senator JORDAN. You don't propose to try to take the business away

from stockyards and promote it into other areas. In other words, that
would be a business that I think would concern the stockyards, if
through your agency you would say, "No, we intend to set up one, don't
go there."
Mr. Dour. No.
Senator JORDAN. "We are going to do 5t better and cheaper. We are

going to concentrate it." In other words, that is the only method they
have of making a living.
Mr. Dour. No, we encourage shipments to the stockyards, to the

terminal. We operate heavily. Last month—I got these figures yester-
day—we last month were the largest agency on the Indianapolis stock-
yards on cattle and hogs. We don't always hold this position but we
were last month. So we encourage people to choose whichever one they
thing is best for them. The farmer makes this choice. We don't. We
try to point out the advantages, and there are advantages. In 'cattle, for
instance, I go with my cattle all the time, to the Indianapolis terminal.
But hogs I would go to a local concentration yard.

Senator YOUNG. If you tried to tell a farmer what to do, he would
probably do just the opposite.
Mr. Dour. I think so, Senator; yes.
Senator JORDAN. Senator McGovern, do you have any questions?
Senator MCGOVERN. I don't have any questions.
Senator JORDAN. Senator Byrd, we are glad you are able to be here.
Senator BYRD. Thank you, Mr. Chairman.
Senator JORDAN. Do you have any questions?
Senator BYRD. No questions.
Senator JORDAN. This is the first witness and I am glad you have

arrived because it is a very interesting hearing.
Senator BYRD. Thank you.
Senator JORDAN. Mr. Lynn, do you have 'anything to acid?
Mr. LYNN. No, sir.
Senator JORDAN. Thank you very much.
Mr. Dour. Thank you very much.
Senator JORDAN. I thank both of you for being here.
Two of the witnesses have to catch a plane later. Mr. Ecker and Mr.

Dougherty—so Senator McGovern will introduce them now. They
are from his State. We are glad to have both of you with us.

Senator McGovern, you may proceed as you wish, sir.
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Senator MCGOVERN. Mr. Chairman, Mr. Dougherty is the operator
of a livestock marketing agency or commission house at the Sioux
Falls stockyards. I do not know anyone any more knowledgeable
in that field, in the marketing field. He has been in it all his life. His
father organized that firm about a half century ago, and it is all the
family has ever done.

Bill Dougherty, who is testifying here today, has been steeped in
the business all of his life, and I think he can bring to bear on these
hearings a point of view that has not yet been expressed that we need
to hear. He has raised some serious questions with me about this legis-
lation from the very beginning, and I am very anxious that the ques-
tions that he has to raise about it be fully understood by the committee,
because I think it is of the utmost importance.
The attorney for that firm who appears with him is Peder Ecker, also

of Sioux Falls. He has handled livestock marketing cases in the courts,
and as a lawyer for a good many years, and he will also be testifying.
I think what he has to say will be of interest to the committee.

Senator JORDAN. Thank you, sir. I appreciate those remarks from
you, Senator, and we will be glad to have both Mr. Ecker and Mr.
Dougherty. You may proceed.

STATEMENT OF WILLIAM I. DOUGHERTY, ADAMS-DOUGHERTY

LIVESTOCK COMMISSION CO., SIOUX FALLS, S. DAK., AND PEDER
K. ECKER, ATTORNEY AT LAW, SIOUX FALLS, S. DAK.

Mr. ECKER. Thank you, Mr. Chairman.
I am Peder K. Ecker, a practicing lawyer in Sioux Falls S. Dak.,

who has been requested by my client, Mr. William J. Dougherty
to prepare and present to this committee some viewpoints as to legal
ramifications of S. 1149, for the benefit of the committee and for
submission here today.

Section 302(0 of S. 1149, proposes to amend 7 U.S.C. 202(c)
by adding 7 U.S.C. 204, presently omitted by the existing act, to
include in section 202(a) the provisions, and they are penal in nature,
regarding bonds from market agencies and dealers to secure perform-
ance of their obligations and for suspension of any registrant for
insolvency or violation of any provisions of this chapter.
The suspension is effective within 5 days, on order of the Secretary

and, presumably under the amendment act, for any violation of rules
and regulations promulgated solely by the stockyard owner as con-
templated in (b) section 303, (c) section 304, (d) section 307, and
(e) section 312, of S. 1149.

Presently, suspension is on order of the Secretary for violation of
rules and regulations of the Secretary under the Packers and Stock-
yards Act of 1921.
In addition, section 302(a) of S. 1149, proposes to 'amend 7 U.S.C.

202(a) by adding 7 U.S.C. 204, presently omitted by the existing act,
to include section 202(a), the provisions regarding bonds from market
agencies and dealers to secure performance of their obligations and
for suspension of any registrant for insolvency or violation of any
provisions of this chapter.
The suspension is effective within 5 days, on order of the Secretary

and, presumably for any violation of rules and regulations promul-
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gated solely by the stockyard owner as contemplated in (a) section
303, (c) seCtion 304, (d) section 307, and (e) section 312, of S. 1149.

Presently, suspension is on order of the Secretary for violation of
rules and regulations of the Secretary.
In addition, section 302(a) of S. 1149, changes the present "stock-

yards, conducted or operated for compensation or profit, as a public
market," to "stockyards, conducted, operated, or managed as a public
market for livestock producers, feeders, and buyers," with no mention
of market agencies or commission firms, dealers.

Senator JORDAN. Does the present law mention those which you say
are not included in this section?
Mr. ECKER. 

No, 
but over the years since 1921 the statute is in general

phraseology as to what a stockyard is, and over the years the practice
has been that the definition has included the operation of these com-
mission firms and order buyers on the market for the benefit of the
producers and the sellers bringing their livestock to the market.
Senator JORDAN. Is it your feeling that this proposed law deliberately

leaves them out for one reason or other?
Mr. ECKER. I think that is right. And the language is very specific.

It says the stockyards under this proposed amendment, it says the
stockyards are for the livestock producers, feeders, and sellers, and
makes no mention of these hundreds of commission firms and order
buyers operating on the market.
Senator JORDAN. I would not think a market could get along very

well without them; could they? If you had a stockyard and you did
not have any buyers coming in or you did not have any commission
merchants Who were buying, your business would dry up; wouldn't it?
Mr. ECKER. Well, the danger is this, Senator. Over a period of time

it is conceivable that a different form of operation could come to bear
at the market. Under this specific definition of a stockyard, it would
be possible for the operator of the stockyard to conduct the handling
and sale of the livestock brought to 'that market without the benefit of
market agencies or order buyers or commissionmen.
Senator JORDAN. Please proceed. I think I understand your point.
Mr. ECKER. The implication or danger is clear, the stockyard owner

includes himself or his agent within the definition, even as a manager,
but has phrased this amendment to omit present commisison firms and
dealers as part of the definition of the term "stockyard." The implica-
tion of this new definition unquestionably contemplates that a "stock-
yard" may, in time, and after operation under stockyard-owner rules
and regulations, become a place within independent market agencies
or dealers.
Within the same philosophy of the proposed amendments, we see

that section 2, section 303, as amending present U.S.C. 203, simply
inserts, adds, and gives primary authority to the stockyard owner to
determine who, if anyone, shall be permitted to carry on a business as
a market agency, commission firm, dealer, or order buyer at the stock-
yard. Such permission or authority is placed ahead of any authority,
left to the Secretary by inserting in the present law a provision that no
person shall carry on the business of a market agency or dealer.
This includes c,ommissionmen or order buyers, at such stockyards,

from the stockyard owner.
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Senator JORDAN. You would not want just anyone bringing in a herd
of cattle and saying "Move over, I want to put them in here and sell
them"?
Mr. ECKER. That is exactly right.
Senator JORDAN. You don't think we should be allowed to do that;

do you?
Mr. ECKER. No, and the act does provide that they have to have

written authority from the stockyard owner to do this. But it does not
contemplate, or rather it puts the primary authority on the stockyard
owner to do this, and the impact of this becomes clear through the
further rulemaking and regulatory making authority given to the
stockyard owner in the rest of the amendments.

Senator JORDAN. Wouldn't any smart operator of a stockyard want
to get as many cattle through his yards as possible?
Mr. ECKER. That is right.
Senator JORDAN. And he certainly would not set up rules to keep

them out; would he?
Mr. ECKER. That is right, but more important than that stockyard

owner wanting to get cattle through the market and avoiding rules
to keep them out would be the commissionmen themselves and order
buyers wanting that activity at the market, because their livelihood
depends on it, more primarily stockyard owner.

Senator JORDAN. I do not see why you would be against this, but I
am not as familiar with the situation as you are. I cannot quite under-
stand why you would be against the stockyard owner, because it is his
business and he certainly would want it to produce, or why you would
be opposed to his setting up the rules and regulations as to the type of
livestock to be brought m and who could qualify and under what con-

Mr. ECKER. I am not opposed to his making provision to have ap-
plication made to him for operating on his market.
Senator JORDAN. You are opposed to the rules of my proposal?
Mr. ECKER. But in granting him this broad authority to propose or

;to Dut this in effect rules and regulations, and without providing some
safeguards to these operating marketing agencies and dealers that we
have found on the market Over the years, and by the hundreds now
generating the' business to the stockyards, we are not protecting.
.Senator. JORDAN. You have been there all the time. Now, do you

think this new proposed law would jeopardize that situation which
you have had all the time?
'Mr. ECKER. Very definite.
Senator JORDAN. Why?
Mr. ECKER: Particularly over a period of years under operation of

the act. I think part of that is to understand a little of the background
here. The present operation of these terminal markets has been gov-
erned by an act passed in 1921:.
Senator JORDAN. Right.
Mr. ECKER, And the development and operation of the market and

I I le whole concept of livestock marketing has evolved over all of these
years.
Senator JORDAN. Has it changed considerably?
Mr. ECKER. Yes. And this act now is something about within a few 

iyears after a handful of people in this country and n foreign countries
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have acquired complete control of many of the major terminal mar-
kets, the ownership of many of the major terminal markets, and this
act appears to be something that is coming within a short time after
that act was issued for control, which can be interpreted under the
general phraseology of the act, and without the safeguards to the pres-
ent market agencies of the yards to permit them to seek more control
of the business at the terminal market. The business does not mean
simply the renting or being paid for the pen space there, but the busi-
ness of generating and bringing to that market the livestock that are
sold there.

Senator JORDAN. But do they contribute anything now in trying to
get the cattle into their market? Do they have any method of trying to
induce feeders, et cetera, to bring them?
Mr. ECKER. No, this is all handled by the market agency, the com-

mission men and the order buyers. The primary function in encourag-
ing producers, feeders, and ranchers, farmers to bring their livestocl
to the market., the primary emphasis and the thrust of the thing comes
from the market agencies and dealers, and the stockyard owners, to
put this in the proper perspective, the stockyard owner is in the posi-
tion merely of a real estate agent who is leasing out for a fee pen space
to these people who operate at this terminal market, and the people who
operate there are these commission men and the order buyers.

Senator JORDAN. Does the stockyard owner merchandise any live-
stock?
Mr. ECKER. Not at all. They are not involved in the livestock busi-

ness except to rent pens to hold those critters.
Senator JORDAN. Is there any law prohibiting this activity?
Mr. ECKER. No; and the phraseology and the danger presented by

these proposed amendments is that under the phraseology presented,.
they could enlarge the concept of their operations to encroach on,
the present concept of marketing by commission men and dealers.

Senator JORDAN. In other words, you have a fear that the stockyard
owner might become the commission merchant himself, and bring live-
stock through the market and then turn around and sell his own herd,
leaving you out; is that what you are afraid of?
Mr. ECKER. It very well could have.
Senator JORDAN. Well, in the first, place I do not think you could

pass a law that would prohibit the stockyard owner from selling live-
stock. I think if you had a stockyard and wanted to do your own sell-
ing no one could prevent your doing it. It would be a legitimate busi-
ness. I can see your point. I do not know whether this would ever hap-
pen, but it is something for all of us to think about.
Senator YOUNG. Mr. Chairman.
Senator JORDAN. Yes, indeed.
Senator YOUNG. Did you say that ownership of stockyards through-

out the country has been concentrated in fewer hands in recent years?
Mr. ECKER. That is right. Just in the last several years the real

estate holding company has acquired many of the major terminal mar-
kets in this country. Of course, the importance here is that these people
are involved in the real estate business only at this point. But under
these proposed amendments, it appears to me at least, that they may
be putting themselves in a position to acquire further interests in the
marketing of livestock in the United States.
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Senator YOUNG. What really is your position? Are you opposed to
any legislation at all?
Mr. ECKER. No.
Senator YOUNG. Would you accept a bill with some safeguards?
Mr. ECKER. I was going to come to that. I think under the amend-

ments presented, they probably would be acceptable with a few
changes. One of those changes should be in the area where they remove
the duty on themselves to provide these stockyard services on reason-
able request. Now, they have taken, in section 304, they have simply
taken the first sentence of that section and all they have done is turned
it around, the phraseology around, and left the word "duty" out. They
do not have a duty any more to provide reasonable stockyard services
on reasonable request without discrimination. They just leave the word
"duty" out. I think they should have that duty. These markets have
been considered at least since 1922 when the Supreme Court spoke on
this subject, and I will get to that later in my statement, as of the na-
ture of a public duty, and when you get into that area particularly I
think they should have the duty to provide those services on reasonable
request and without discrimination, but I think this gets to the entire
philosophy of their proposed amendments, and they give themselves
away when they just take that word "duty" out. They don't want that
duty any more.
Senator JORDAN. What does the bill say about "duty?"
Mr. ECKER. It is in section 304 where they amend 7 U.S.C. 205 and

the amendment is—
All stockyard services furnished pursuant to reasonable request made to a

stockyard owner or market agency at such stockyard shall be reasonable and
nondiscriminatory.

Now, you can see what they are doing when you refer back to the
original act, and the original act provides thusly:

It shall be the duty of every stockyard owner and market agency to furnish
upon reasonable request without discrimination reasonable stockyard services at
such stockyard.

Senator JORDAN. Do you think the word "duty" has this meaning?
Mr. ECKER. The thrust of these amendments is to remove the respon-

sibilities on them to provide these services on reasonable request and
without discrimination.
Senator JORDAN. Do you have any further questions?
Senator YOUNG. No, I think the witness is making a point though

that needs consideration.
Senator JORDAN. Yes, I think so. I cannot quite understand why

anyone who was running a stockyard for profit—and I presume that
is the reason why he is running it—would not want to bring all of the
livestock, through it, since his only method of making any money would
be by renting space, feeding, and handling. I cannot understand why
he would want any legislation that would restrict him from selling
or why he would not want to sell without any legislation.
Mr. ECKER. There is one further place, Senator,, that causes con-

cern in what the philosophy of these proposed amendments might
have to do with, and that is in section 302 where they amend the
present statute to add that the stockyard, in defining what the stock-
yard is—now under the old act they simply said that a stockyard
was a place of establishment or facility commonly known as a stock-



73

yard conducted and operated as a public market consisting of pens,
and that sort of thing, for this livestock.
Well now, they have gone in there, and they have particularized

under these proposed amendments, and. they limited, further limited
that definition by adding this. They add "as conducted, operated
or managed," and then they add "as a public market," and then they
add the phrase "for livestock producers, feeders, and buyers."
Senator MCGOVERN. I think, Mr. Chairman, I can understand where

there is some confusion in your mind. You have made the point several
times that it does not make sense for the owner and operator of a stock-
yard to restrict the volume of sales. Of course that is right, but I think
the point Mr. Ecker is trying to make is not that the stockyards' opera-,
tor would try deliberately to restrict the volume going through that
yard, but he would take over. What he is afraid of is that under this
bill they have greater opportunity to take over that selling function
themselves. The point is now that the person that invests in a stockyard
is really a real estate operator. He owns the land, but the actual selling
function is carried on by a number of commission houses and selling
agencies that rent that space for a rather healthy fee from the stock-
yards' owner.
I believe the point he is trying to make is that there is a new op-

portunity provided in the language of this proposed bill that would
permit that stockyards' owner to squeeze out the independent market-
ing agency and assume that selling function as well as the ownership
of the yards. What may be occurring here is what is sometimes referred
to as vertical integration, where the same interest that owns the stock-
yard takes over other functions. Mr. Ecker has pointed out that that
ownership is being concentrated in fewer and fewer hands, you may
also be creating a situation where the independent marketing agency
is squeezed out entirely. If I have misinterpreted Mr. Ecker's position
I wish he would straighten it out, but I think that is the basis for the
confusion in your mind as to the point he is making.

Senator JORDAN. Yes. I would like to say at this point that I am
trying to learn as much about this bill as I can, because I have never
been to a stockyard nor a slaughterhouse, and I have no desire to go,
because I just do not enjoy that kind of thing. I have raised some
white-faced Herefords. My son took over the herd but later decided
to buy some Charolais. He says he is doing better now but I do not
know. I know he has paid a lot more money for his cows that I paid
for mine.
I would like to raise another question. Suppose an owner of a stock-

yard would say "We own this stockyard and we are going to take over
and do the merchandising, and so forth. We are going to cut out all the
commission merchants, and take over all of the responsibilities—buy-
ing, selling, and so forth and so on." Would there be any law to stop
him?
Mr. ECKER. That is right, under these proposed amendments.
Senator JORDAN. I mean you would not have to have one anyway?
Mr. ECKER. No, that would not be right.
Senator JORDAN. If you want to buy a lot and put up a barn and

start buying and selling cows there is nothing wrong with that is
there?
Mr. ECKER. Then they are getting by statute what might have by
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practice now. Here is the concern of my study of this thing. That
either the failure to put some safeguards in here for the market agen-
cies and order buyers is either unintentional or inadvertent, or, on
the other hand, it is intentional, and it is by design. In viewing the
broad perspective of this thing, I would be reluctant to accuse the
large real estate company involved here of inadvertence in drafting
and proposing amendments to the Packers and Stockyards Act, and I
would rather feel that they were operating by design.
If it is design then there is something here to fear for the people that

are operating these terminal markets, and generating the business
through these markets as they have over the past many years.

Senator JORDAN. I still do not understand one other matter and I
would like to raise this point. If, under present law or under this pro-
posed legislation, the owners of a stockyard should elect to start mer-
chandising, there is nothing to prevent them from doing it, is there?
Mr. ECKER. I have not made a study of that.
Mr. DOUGHERTY. Could I answer that?
Senator JORDAN. Yes.
Mr. DOUGHERTY. I would say this, Senator, and this is probably

getting, maybe, a little ahead of the testimony, I purchased a live-
stock commission firm from other interests which I had a small interest
in in 1961, and I paid what back in South Dakota is a considerable
sum of money for it, for the right to operate on the market and to
own my own firm completely. Today, by looking at my net profits,
say over the past since 1961, looking at the records, my firm is worth
a lot more. In fact, my banker and my CPA tell me it is worth about
three or four times as much. I mean this is the way they look at it
on my financial statement. But in the safeguards I think I have prob-
ably, they are these.
A man has established a business on a terminal market. I have

lived up to the rules and regulations of the United Stockyards Co.
or the Canal Randolph Co., and, unless I do anything that is what
you might say against the Packers and Stockyards Act under the
existing regulations, I can continue to operate on that market.
Now, with this new legislation, which they have proposed, and this

bill that you are considering, and I am going to say frankly what
I think, is a bill that was written by the Canal Randolph corporation.
It was proposed through the American Association of Stockyards
organization, which is virtually controlled by the United Stockyards
Co. which is owned by the Canal Randolph Co. Their argument for
this legislation is that they feel that there are some market agencies
on some markets that are doing the job, and so, therefore, they are
losing revenue.
In other words, they have got this pen space and there is no livestock

;n it and so they are not collecting any yardage. But I think, if you
are familiar with the act, you can look at the part on pen assignments.
For instance, at the Sioux Falls market right before I left, I am
negotiating with a stockyards' company in my sheep division. I want
th!ve more new pens this year because we had 24,000 more lambs last
year, my firm did, than we had the year before, so we feel that—the
first of every year they reassign the pens according to your volume.
It is figured right out, so many square feet for each firm. If I do less
business, they are going to take pens away from me. Now, when I get
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these new pens, they are going to take them away from a firm that
did less business last year and give them to me. They can do it right,
now.
I think what happened, and I am no attorney, but I think, if you

will remember—you probably won't remember—but in St Louis at one
time they went into the market and they got rid of about eight or
nine firms. They just went down there and threw them put, saying
you are not going to operate on the market any more. These firms
went to court and said, "We have not violated any laws. We have
done this and that," and they just beat the heck out of the United
Stockyards Co., and the United Stockyards Co. was forced to pay
them some indemnities, and they were forced to let them go back on
the market and operate.
I feel that I am entitled, just like any other businessman, I am just

a businessman and so are they, but we have to work together, but I feel
I am entitled to some protection too. This bill right here is a result
of that St. Louis case. Now, that is my opinion. That is just my opinion.
I am not an attorney.

Senator YOUNG. Wouldn't you have the same appeal rights to the
Department of Agriculture?
Mr. DOUGHERTY. Yes, I would, but my feeling would be this. I would

be out of business while I was appealing this thing, you see. This just
strips me. I mean right now if the yard company and I have a dispute,
I get the Packers and Stockyards up in St. Paul. They come down and
they make the decision. We talk it over and we try to arrive at a deci-
sion that is mutually agreeable. I mean, whatever it is we have to go
along.
This way the stockyards company manager in the Sioux Falls or the

Fargo market—I can tell you of similar situations, Senator, in your
State. I do not know whether you are famliar withWally McDon-
ald? Did you ever hear of or know Wally McDonald?

Senator YOUNG. Yes.
Mr. DOUGHERTY. He is or was a good friend of mine. He just recently

sold his firm a couple of years ago to three fellows that I know real
well, three young guys. They are doing about 25 percent of the busi-
ness coming in the Fargo market and their firm is worth a lot of
money and he sold it to them for a lot of money. If this bill goes
through, who knows what business is worth. There are a lot of people
that I could sell my firm to, I mean that would be interested in buying
my commission business

' 
but if this bill goes through I do not think

any lawyer in the United States would advise anybody to buy my
commission firm from me, because, in effect, I wouldn't really be
running my own business.
They talk in here—there has been some testimony I read some place

about taking the bookkeeping part of a commission firm and, you
know, everybody goes together and doing it themselves, and the yard
company having a hand in it. Well, this is not right. I mean this is not
the way you operate. You operate your own business independently
and if you cannot make it independently they can take all your pens
away and you are out of business under the existing Packers and Stock-
yards Act.
Senator YOUNG. Can they do it without first getting approval from

the Department of Agriculture!
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Mr. DOUGHERTY. Right as it is they have got to get the approval
of the Department of Agriculture.
Senator YOUNG. First, but now they cannot without the approval of

the Department of Agriculture?
Mr. DOUGHERTY. They can just do it.
Senator JORDAN. Under this proposed new law they can do that.
Mr. DOUGHERTY. They can do it.
Mr. ECKER. They can take the pens away under the existing act.
Mr. DOUGHERTY. No, I would say this under the existing act. For

instance, right now, like I was telling you about my shape. If I
don't like to say the way they are handling the deal, I mean I do not
think I have got enough pen space, I can probably go to USDA and
complain. I do not know whether it will do me any good but I can go
there and complain and say "I have got to have more pen space.
Look at the facts and figures." But normally it is pretty fair because
they figure it out, it is figured out on a per-square-foot per-head basis.

Just to give you an example, in my cattle I was thinking last night,
I sell the cattle myself and I run the business myself, and I have 30
pens, and they are about 20 and I paid the yard company over $51,000,
I remitted to the yard company from the producer over $51,000 just
out of my cattle alley. Out of my hog alley we handled about 18,000
last year, I remitted over $20,000. All they do, they have got the feed
and water and they do the weighing and we pick up our own live-
stock, bring them in, take care of them, sort and sell them. I drove
over 50,000 miles last year in the country, calling on producers, and
they do not ship to Sioux Falls because of the stockyards.

Senator YOUNG. Could I ask a question there? Does this remittance
include the cost of feed.?
Mr. DOUGHERTY. No, that did not include the cost of feed, not at

all. That was just yardage. Oh, sure, they get paid in addition but
under the existing Packers and Stockyards Act, at the end of the
year we have to break even on our feed costs. Now, the yard company
is permitted to make money on their feed, but we are not as a commis-
sion man. We buy it from them. They set the price and we buy it.
Now, just to give you an example—am I talking too much here?
Senator JORDAN. No no.
Mr. DOUGHERTY. TO give you an example, you have been in the

Fargo yards?
Senator YOUNG. Yes, my sons sell there.
Mr. DOUGHERTY. You have been in the Fargo yards and you have

seen the condition of the Fargo yards?
Senator YOUNG. Yes.
Mr. DOUGHERTY. And I mean the very philosophy of this bill is

that the stockyards companies come to the U.S. Senate or the U.S.
Congress and they are saying that the reason for the decline of live-
stock marketing is because—they are blaming me, I mean the corn,
mission men. But yet what have they done? Really what have they
done? They have done nothing. I mean the condition in the Fargo
yards, for instance, which you are familiar with and I am familiar
with, as I get up there once in a while, the gates are wired, the help
is old and not very friendly to the shippers. I mean I am talking
about the yard company help that greets the shipper when he unloads
his cattle, writes up the ticket.
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Senator YOUNG. I have not had any complaints from anyone in
North Dakota.
Mr. DOUGHERTY. I have had a lot of complaints from the commis-

sion men. You have not any complaints from North Dakota.
Senator YOUNG. No, not on this bill.
Mr. DOUGHERTY. Well, I have talked to some people up there. Now,

maybe they have not.
Senator JORDAN. Let me ask a question at this point, Senator, if you

will yield to me for a minute. You may solicit this business and also
collect the cattle that you have sent into the yard?
Mr. DOUGHERTY. I solicit; that is right.
Senator JORDAN. You solicit?
Mr. DOUGHERTY. That is right.
Senator JORDAN. And have the livestock delivered?
Mr. DOUGHERTY. Right.
Senator JORDAN. Suppose you decide you want to open up your own

yards. What would keep you from doing that?
Mr. DOUGHERTY. I would say this: The facilities would probably

cost a lot of money. Besides that, you have a better buying power on
a terminal. At Sioux Falls, for instance, and I can speak for Sioux
Falls, we have 39 packers represented right there and they go into all
the alleys. They do not just go into my alley. Where if I am sitting
over here by myself, this is what is good about a terminal knowledge,
I might only have Armour walk in there or Swift or IBP or somebody
like that you see, where at the terminal there is such a volume of live-
stock that it is going to draw your buyers in.
Senator JORDAN. In other words, they do perform a service from

which you derive your income?
Mr. DOUGHERTY. They perform a service.
Senator JORDAN. By selling it through their facility.
Mr. DOUGHERTY. But, Senator, they are well paid. Now, I perform

all these functions such as this. I have 12 employees, and we have five
cars on the road, you know, out, and I get, my commission last year
averaged about $1.21 a head. The yardage on cattle in Sioux Falls is
95 cents a head, which I collect and remit to the yard company each
day, incidentally. It is a new deal each day.
Senator JORDAN. It apparently costs them something to own that

yard.
Mr. DOUGHERTY. I am not disputing that.
Senator JORDAN. They have real estate and pens and they have to

keep them up and so forth. I am not talking for the yard owner but
I can see both sides of this situation. An investment in a yard rep-
resents some money.
Mr. DOUGHERTY. I think you are right and I think we are both

business people. They are business people, I am a businessman. How-
ever, what I think they are trying to do is change the rules of the
ball game in the middle of the game. That is my opinion.
Mr. ECKER. If I might interject here, Senator, what you are bring-

ing up, I think, is that there are two different interests involved here.
There is the dockyard owner providing the place at which this busi-
ness can be conducted, and then there is the market agency or dealer
who is conducting the business at this place, and not just the producer
and the farmer bringing the livestock in.

89-488--68-6
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Senator JORDAN. I understand.
Mr. DOUGHERTY. SO I think when you give the authority to this

owner to promulgate his own rules and regulations, and all he has
got to do is put them out there, you are giving him a lot of authority
and you are not providing any safeguards for the other agencies
operating at that market. Part of what I was going to suggest, and that
we had discussed back in Sioux Falls to propose to your committee
here was that these amendments should contemplate that instead of
the stockyard owner being able to promulgate rules and regulations
for operation in market, if anything he should be able to propose
rules and regulations which would be submitted to the Secretary of
Agriculture for approval, notice of which would go to the operating
.agencies operating on the market, and posting of the proposed rules
at the stockyard itself, and have these things approved some time
later on after there has been an opportunity for a hearing or for
discussion on the proposed rules and regulations of the stockyard
owner.
Senator JORDAN. Do you have any further questions?
Senator YOUNG. No.
Senator JORDAN. I appreciate all this information. It has certainly

been helpful to me.
Senator McGovern, do you have any questions?
Senator MCGOVERN. If amendments were accepted, and some lan-

guage was added recognizing the interests of the market agency, and
protecting him against arbitrary or discriminatory practice, assuring
the competitive aspects of spelling, if that, could be written into the
legislation, would it then be accepted?
Mr. ECKER. I think by and large in my understanding from the area

in which we come, I think it would be acceptable, possibly with a
further provision that the stockyard owner would have a duty to
provide these services on reasonable request.
Senator MCGOVERN. There is a phrase. in the legislation right at

the bottom on page 3, section 4, section (b). It says:
It shall be the responsibility and right of every stockyard owner to manage

and regulate his stockyard in a just, reasonable and nondiscriminatory manner,
to prescribe rules and regulations and to require those persons engaging in or
attempting to engage in the purchase, sale or solicitation of livestock at such
stockyard to conduct their operation in a manner which will foster, preserve, or
insure an efficient, competitive public market.

Now, what is that lacking? That uses all the phrases about just
and reasonable and nondiscriminatory. It talks about preserving an
efficient competitive public market. What does that lack in the way
of the kind of safeguards that you are looking for?
Mr. ECKER. What it lacks, Senator, is they are talking about how

he is going to operate a stockyard. The very first amendment, the very
first proposed amendment changes what a stockyard is from its pres-
ent concept, and they say that it is a place for marketing, and for
livestock producers, feeders and buyers. Certainly the 

Senator MCGOVERN. Then if that definition were modified to in-
clude the selling aspects, that is the marketing aspects, that would
meet your objection?
Mr. ECKER. I think it would, Senator.
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Senator MCGOVERN. I do not know what the legal questions involved
here are, but I just wanted to draw out what you are trying to get at.
Mr. ECKER. I think if the language that you were referring to would

include the market agencies, the commissions, the dealers and order
buyers as part of that stockyard 

Senator MCGOVERN. But if the definition on the very first page of
-what a stockyard is was corrected, then the langnage setting forth
the responsibilities and rights of the stockyard owner, which I have
just read there at the bottom of page 3, then that would meet the
purposes you have in mind, would it. not?
Mr. ECKER. That is right.
Senator MCGOVERN. 'So really what you are getting at is the defini-

tion of what constitutes the stockyards operations, and you are sug-
gesting that those who go on those yards as sellers are entitled to be
included as part of a stockyards operation, their rights should be fully
protected, is that correct?
Mr. ECKER. That is right, Senator.
Senator JORDAN. You may proceed, sir.
Mr. ECKER. The House of Representatives bill which has been

passed, H.R. 10673, they added to the last discussed section, 203 under
this proposed bill, the phrase "which determination shall be made on a
basis which is not unreasonable or unjustly discriminatory." That
phraseology is vague, does not identify market agencies or dealers as
among those to be protected by this reasonableness and "unjustly dis-
criminatory." This is a phrase begging for litigation, strife, and hard-
ship to a small businessman contending in courts with a giant cor-
poration. The House of Representatives hearings, in their hearing
report accompanying H.R. 10673, includes the suggestion that these
amendments would permit, among other things, the stockyard owner
to consolidated and require commission men and dealers to submit
to centralized computerized bookkeeping and payment systems, pre-
sumably as long as this requirement was not discriminatory and was
uniformly applied to these sellers on the market.
We have asked this committee what other businessman would volun-

tarily submit and turn over his bookkeeping and payment to his cus-
tomers to another business concern not subject to his own supervision,
control or desires? Can market agencies, commission firms, dealers, and
order buyers be expected to give away this management aspect of their
business to a stockyard owner who is engaged in another business?
Senator JORDAN. I think the law would have to be clarified as to

how far they want to go.
Mr. ECKER. But this will illustrate their thinking on it. What other

aspects do they have in mind to consolidate? What other aspects of
the solicitation and handling of livestock at the terminal market do
they have in mind to make of uniform application to the market agen-
cies operating there, and thereby make it reasonable and nondiscrimi-
natory, as long as they make it uniform to all who are operating?
They point out one that gets right into the management of these

businesses that they are interested in doing.
What safeguards are to prevent the stockyard owner from deter-

mining that no market agency or dealer is beneficial to the business of
:a given stockyard within the definition of "stockyard" when that defi-
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nition has been clarified to mean any place conducted, operated, or
managed as a public market only for producers, feeders, and buyers ?.*
Now, the authority granted by the proposed insertion of section 1

contemplates that the stockyard owner would be able to determine not
only which, but, if any, market agencies and dealers would be per-
mitted to engage in business at the stockyards.
The change in emphasis in the law has been presented and I have

set that forth in the text and I think that that can be picked up. This
gets involved in section 304 of the proposed amendment involving the
duty of the stockyard owner to provide the service.
You will note that the obvious deletion is simply to remove the word'

"duty" of the stockyard owner from furnishing stockyard services
upon reasonable request.
The present law makes it a duty to respond with reasonable stock-

yard service to reasonable request for these services without discrimi-
nation, while the proposed amendment simply provides that any stock-
yard services which may be furnished pursuant to reasonable request
must be reasonable and nondiscriminatory. We are talking about
"stockyard services." The present law is left unchanged in defining -
what stockyard services contemplate. That appears at 7 U.S.C. 201.
The definition is "means services or facilities furnished at a stockyard •
in connection with the receiving, buying, or selling on a commission
basis or otherwise, marketing, feeding, watering, holding, delivery,
shipment, weighing or handling in commerce, of livestock."
You will note that all of the activities of a market agency, the com-

mission firm and the dealer or the order buyer are included in the
definition of stockyard services.
Senator YOUNG. I noticed you mentioned order buyers more in your -

testimony than other witnesses have. Order buyers do play a more•
important part in marketing now than they used to, don't they ?
Mr. ECKER. I think the order buyer does play a very important role

at these terminal markets in that, as Mr. Dougherty has mentioned,
one of the advantages of the terminal market is most of the major
packers are represented there, and they present a competitive bidding -
situation to create the market.
Senator YOUNG. The order buyer of course is buying for the feeders,

too?
Mr. DOUGHERTY. That is right.
Senator YOUNG. That is the big end of the business.
Mr. ECKER. Right. And part of the function that the order buyer

provides is he will equalize as best is geographically possible the prices
around the country, because if the prices are depressed in one market,,
and they are up in another market, that order buyer is going to be in
there buying and moving, so you get a more uniform livestock price
which gives a more uniform meat price around the country, because
of the interrelationship of activity of the commission firms and the
order buyers in making the livestock available for sale to the consumer.

Senator JORDAN. Proceed, sir.
Mr. ECKER. This proposed amendment removes the duty on the

stockyard owner to permit the business at the stockyards of commis-
sion firms, market agencies and dealers.
In the House version as passed, they simply add the following

language to this section: "And stockyards services which are fur-
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-nished shall not be refused on any basis that is unreasonable or un-
justly discriminatory."
We point out, and you will notice the interesting and what we feel

-is a foreboding phase 'which are furnished," and again this gets into
the philosophy of these possible amendments, as contemplating in-
stances where none of these services might be furnished. They remove
the duty, and they are saying "which may be furnished." 'May" is
prospective and not directive, and they may not furnish them.
Senator JORDAN. Do you think that ought to be "shall be fur-

ished" ?
Mr. ECKER. Well, it gets back to the other section, Senator, where

they have removed from themselves the duty to furnish these services
on reasonable request and on a nondiscriminatory basis. In other
words, presently where they are furnishing these services at the ter-
minal market, if someone else makes a reasonable request to go into
-business and furnish additional services as a market agency, then
:they have a duty under the present law to permit them to do so.

Senator JORDAN. Does the law require this? Suppose another com-
mission merchant decides he is going to go into the cattle business, and
he goes into business. He acquires livestock. Must the stockyard own-
ers then build pens for him whether they want to or not?
Mr. ECKER. What they do is they assign these pens on the basis of

business volume, and if they permit another market agency to come
.onto the market and the amount of pen space that he would have would
be in connection with the percentage of business.

Senator JORDAN. I am talking about the assigning. He can't assign
something he doesn't have.
Mr. ECKER. That is right.
Senator JORDAN. If his volume grows must he build more pens?
Mr. ECK.ER. That is right.
Senator JORDAN. If he has all the business he can handle, is he re-

frquired to build more pens upon request?
Mr. ECKER. No. They are only required to divide up reasonably and

equitably between those who are operating that they have available.
Senator JORDAN. Suppose there is too much business and he doesn't

have the pens? Whom is he going to restrict? He has to say no to some-
•one.

Mr. ECKER. He is going to restrict all equally in a portion of their
. available space.

Senator JORDAN. It does say "discriminatory" in this bill.
Mr. ECKER. That is right.
Senator JORDAN. That would be what is intended in that particular

phraseology of the bill—that youcouldn't discriminate in giving him
all the space he wanted and giving none to another one who had access
to this market. I am not talking about a new man coming along. You
would normally go along with the people you had been doing busi-
ness with all the time, wouldn't you?
Mr. ECKER. That is right.
Senator JORDAN. But he has been established on the market and you

would want to keep him.
You may proceed.
Mr. ECKER. This far-reaching change gives full rulemaking au-

thority to the stockyard owner of every facet of the stockyard services
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previously defined as including the commission men and the order buy--
ers. The stockyard owner would be able to regulate and govern, in
detail, all of the operations, activities, business, solicitation, and work
of these market agencies, which the stockyard owner might permit
to operate on the market.
Again, all of these powers would be enforceable under the penalties

of suspension, which they brought in by amendment of: section 204 to.
come within their rulemaking authority:
Proponents of these amendments point to statistics showing a de-

cline in the percentage of slaughter livestock purchased at terminal
markets. They use the figures from 1923 to 1965 as being 90 percent
down to 34 percent on cattle, and 77 percent down to 23.4 percent on
hogs, and 86 percent down to 25.5 on sheep.
There are other factors in the decline in slaughter livestock receipts,.

and among these we point out the contemporaneous growth during that
period of time of Federal meat inspection. Certainly Federal meat in-
spection, the emphasis there has driven some of this business to other •
marketing locations. This Congress has just recently taken steps to.
provide broader Federal meat inspection and we feel that part of the.
impact of that will draw some of the business that has gone to other
marketing locations back to terminal markets.
The original Stockyards and Packers Act of 1921 was in response

to flagrant and deceptive practices in livestock marketing and monop-
oly control of livestock purchasing through ownership or control of
stockyards by several large packing companies. Congress established. a
regulatory system aimed at conditions existing then. •
The Supreme Court of the United States in Stafford v. Wallace, in

upholding the constitutionality of the act in 1922 said, and I am
quoting the Supreme Court:
The chief evil feared is the monopoly of the packers, enabling them unduly and.

arbitrarily to lower prices to the shipper who sells, and unduly and arbitrarily to •

increase the price to the consumer who buys.
The act, therefore, treats the various stockyards of the country as great national

public utilities to promote the flow of commerce.

That is the end of the quote.
The present situation finds a certain few in complete ownership of

the terminal markets as stockyard owners. This consolidation or new-
monopoly of ownership has been obtained in the last several years by
a real estalte holding company who is now coming to this Congress for
authority to control by rule and regulation power over all of the mar-
ket agencies and dealers they have found operating for so many years
.on the real estate they have purchased.
We question whether this stockyard owner should be established as

a private policeman, to govern and regulate on rules of its own, a
large portion of the livestock industry and virtually all of the terminal
markets, where the day-to-day prices of all livestock in this country
are established.

Certainly the stockyard owner is not the only one to be considered
here. No provision is made to hear from the market agencies or from
the dealers, or from the producing farmer and rancher. The public
interest or consumer interest has not been considered by these proposed
amendments.
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We think that the Congress would be reluctant to turn regulatory
powers of the SEC, FCC, FTC, FPC, and the ICC over to a segment of
each industry or over to the industry itself as to the economy, the for-
tunes of the economy being supervised by these agencies. Similarly, the
Senate should be reluctant to grant primary regulatory powers over
our great terminal public markets to a private real estate holding com-
pany engaged in the real estate business.
Most of the regulatory power granted the stockyard owner by these

amendments presently vest in the Department of Agriculture. Cer-
tainly the Secretary and the Department of Agriculture should not be
permitted to duck out on their responsibilities in this field, even if
they prefer to do so, and apparently there is some feeling along that
line by the testimony you have had before this committee. We feel that
the public interest requires otherwise, and that the public interest re-
quires that any amendment to the Packers and Stockyard Act of 1921.
include not merely the interests of the stockyard owner but the in-
terests of the market agencies and dealers operating there as well as
the producers, farmers, and ranchers.
Senator JORDAN. Mr. Doup of the Farm Bureau, who 'testified first

this morning, if I understood his testimony correctly, and he made
a good presentation, I think the establishing of yards, not stock-
yards in themselves but assembly points and so forth, must have had
something to do with the decline in the amount of cattle going through
these bid yards, in this drop which you show, because apparently at
the time this bill was written in 1921, the bid yards were the only place
where cattle were handled.
Mr. DOTJGHERTY. Right.
Senator JORDAN. In my State, we had no packinghouses at that time,

although we do have some very fine packinghouses now, and they buy
a lot of cattle throughout the State. As far as I know we don't have
any yards there in the sense of this bill. There are a lot of buying
markets—there is one very close to me—that advertise on the' radio
every day, trying to get the cattle and hogs through their own buy-
ing market or whatever the proper name for it 'is.
I remember very well they used to assemble a carload of hogs right

near where I lived to be shipped to Chicago. They didn't take them
by truck because of the lack of good roads. They always talked about
the hog market in Chicago, Sioux Falls and so on, but you had to take
them up there to sell them.
Now, these small markets and places where they assemble them

have done away with having to haul cattle or hogs or whatever to the
big centers where the big packinghouses are located. Of course the
packinghouses have also moved out into different areas of the country,
alleviating the necessity of hauling livestock to Chicago, for instance,
to be brought back and sold in North Carolina through the meat mar-
kets. So there has been, a substantial change in the whole system of
handling livestock of any nature. It is a complicated question.
Mr. DOUGHERTY. Senator, if I might interrupt, what you are say-

ing is completely true and it is true nationwide. However, the growth
of these small buying points, one thing you have to remember is that,
most of these small buying points we are talking about are not feder-
ally regulated by the Packers and Stockyards Act, and now, as I
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understand it, the Department has in the past several years and they
are beginning to regulate these people, too. In other words, they have
to provide bonds, for instance which they didn't have to. Originally
all they needed was a $5,000 bond. Nobody had much trouble getting
one. But then they had some experience with bad checks. I mean the
farmer would sell his livestock and the check would be no good. You
don't find that on a terminal market.
In South Dakota, just to give you an example, Sioux Falls is the

only place where there is Federal inspection of livestock going
through that market. It is the only place, and there are probably 80
or 90 sale barns besides this. But the only place where there is Federal
inspection of livestock in Sioux Falls.

Senator JORDAN. Of course I don't know about that. The new meat
inspection law will change some of that, but the inspection is done to
a great extent in the packinghouses, too. In other words, a steer may
be in good shape when it leaves your yard.
Mr. DOUGHERTY. You are talking about slaughter livestock.
Senator JORDAN. Yes.
Mr. DOUGHERTY. But you see, the receipts on many terminal mar-

kets, a lot of the receipts is feeder livestock. For instance, in my
firm it may be 50 to 60 percent. You have different types of diseases
that they don't want to go back out around and be spread around.
Senator JORDAN. I understand, yes.
Mr. DOUGHERTY. And in these smaller markets it is rampant. In the

terminal market it isn't.
Senator JORDAN. I have no further questions.
Senator, do you have questions?
Senator Youx.a. No.
Senator JORDAN. Senator McGovern?
Senator MCGOVERN. Mr. Chairman, I think in the interests of time,

rather than going into any more questions, I am going to ask Mr.
Ecker and Mr. Dougherty to submit to me any proposed amendments
they are interested in. Then, maybe I can take them up with the com-
mittee at a later time for the consideration of the committee.
Senator JORDAN. Any information that comes before this subcom-

mittee will. be considered when the committee meets, I can assure you
of that. It always is, and we are always glad to have all the informa-
tion from every angle. That is the reason for a hearing.
Mr. McGovERN. I would like to ask also unanimous consent that Mr.

Dougherty's full statement be filed as a part of the record rather than
have him read it.

Senator JORDAN. It will be filed at this point in the record.
(The prepared statement of Mr. Dougherty follows:)
My name is William J. Dougherty and I am the owner-operator and cattle

salesman for Adams-Dougherty Livestock Commission Company at the Sioux
Falls, South Dakota Stockyards and a member in good standing of the Sioux
Falls Livestock Exchange. I first began working at the yards in 1944 at the age
of 12 and continued working there part time, vacations etc. until 1954, when I
graduated from South Dakota State University with a degree in Agricultural
Economics, whereupon I began full time employment. In 1961 I purchased Adams-
Dougherty Livestock for a substantial sum of money and have operated it in
what I would say is a very successful manner since that time. I am sure that
today I could sell my business which I have built up for a much greater sum
than I paid for it seven years ago. This has not been an easy task; I work
seventy to eighty hours per week, soliciting, selling, sorting and weighing live-
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stock. Last year alone, I drove over 50,000 miles calling on farmers and ranchers
In a four state area. As one who has worked hard and made a good living on the
market, I say that if Senate Bill 1149 is passed into Law, my business is not
worth much nor is any other Commission Firm in the United States because
the owner will no longer be running it.
Now, to give you some background let me point out these facts to you: the

largest stockyards company in the business is the United Stockyards Company
which owns the Sioux City, Sioux Falls, Saint Paul, Fargo, Saint Joseph, Port-
land, Boston, Fort Worth, Milwaukee and Stockton California Yards. This.
Company is a wholly-owned subsidiary of the Canal-Randolph Corporation, a
real-estate holding corporation controlled primarily by New York and foreign
banking interests. Since the acquisition of United by this organization the feel-
ing in the industry has been that they wanted complete control over the market
agencies.
In S.B. 1149 they will certainly have this power. As you know the Stockyards

owner collects yardage on a per head basis, it has nothing to do with the buying
or selling of livestock. Its main function is to provide facilities for the yarding
and weighing of the livestock. Now, in my long experience in the Stockyargds, I
cannot truthfully say that I could take over and operate the Stockyards Company
(although there are times when I feel I could do a better job). By the same
token I am absolutely sure that none of the Stockyards people could even begin
to run my Commission Firm. Most of them know very little about livestock or
any other of the functions which we perform every day. I am a professional
in my business and I deal with professional people, trading on the market. Our
rules and regulations are made by us through our exchange within the existing
P&S Act. I understand that the Stockyard Company feels that they should have
the right to eliminate some firms who are taking up space but not producing
enough yardage—well, they have the right under the existing law and regula-
tions in the section on pen assignments. I would also say that maybe the Stock-
yards Company should take a look at their personnel and facilities, which they
have offered over the years.
The livestock producer does not ship to any terminal market because of the

services offered by the Stockyards Company, but does so because of the services
offered by the trained sellers and buyers who are operating at the market. In
my opinion, if this bill is passed and allows the Yard Company to set up rules
and regulations governing the practices on the markets, it could well spell the
end of the terminal markets.

Senator JORDAN. Thank you very much for being here.
Mr. DOUGHERTY. Thank you, Senator.
Senator JORDAN. At this point in the record I want to file a state-

ment from Mr. Harry L. Graham, the legislative representative of
the National Grange.
Mr. Graham had an appointment, so he had to leave. His statement

will be filed at this point in the record in its entirety.
( The statement is as follows:)

STATEMENT OF HARRY L. GRAHAM, LEGISLATIVE REPRESENTATIVE, NATIONAL GRANGE

Mr. Chairman and members of the subcommittee, my name is Harry L. Gra-
ham, Legislative Representative of the National Grange. We would like to regis-
ter our objections to H.R. 10673 to amend the Packers and Stockyards Act.
In brief, the present legislation concerning the stockyard owners and market

agencies of producers provides that before doing business at a stockyard, the
market agencies of producers must register with the Secretary. This law speci-
fically makes it the duty of every stockyard and market agency to furnish, upon
reasonable request, without discrimination, reasonable stockyard services at
the stockyard.
The purpose of the existing legislation was to require that stockyards which

dealt with the livestock grown by producers and which had been shipped to
these stockyards be handled on an equitable, nondiscriminatory, competitive
basis. The permission for market agencies of producers to operate freely on these
premises was a part of the general concept governing the stockyards as public
markets.
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• We are all aware that there have been substantial,changes in the volume of
livestock which is shipped to the terminal markets, especially to even smaller
stockyards at the present time. This is the result or many faCtors, such as direct
buying by packers, contract feeding for the packers., the rapid growth of the small,
Independent stockyards close to the producer's residence, and the expansion of
packer facilities beyond the terminal stockyard area and into the areas where
the animals are produced.
At the same time, the Grange has been concerned with the obvious failure of

the stockyards to maintain their premises and facilities in such a manner to be
attractive to the producers and where the animals could be handled with maxi-
mum efficiency and minimum losses.
A part of this is reflected in some stockyards by the deterioration in the office

facilities. We would point to the East St. Louis yards as an example of the latter
situation.
The decline in numbers has undoubtedly meant that there has been a reduction

in the volume that can be handled, or that is available to be handled, by the
existing agencies in the stockyards. However, we would still hold that the produc-
er has a right to choose the agency which he desires to serve him, and that as
long as this agency does not violate the basic statutory requirements of honesty,
and integrity, and the producer is willing to take what he receives for his live-
stock as a result of the sales' and services of these commission agencies, that no
one except the secretary of Agriculture should have the authority to prohibit
these sales agencies, especially if they are agencies of producers, from operating
in the terminal and regular livestock market stockyards.
We have a very serious objection to placing any private group which provides

an economic service under the jurisdiction of another private group. Regulatory
discipline and jurisdiction, in our judgment, should be retained by federal or state
authorities.

This proposed legislation, therefore, seems to violate this basic concept by re-
quiring the producer's agent to obtain written authorization from the stockyard
owner before being permitted to operate and based upon a determination by the
stockyard owner that the agent's services will be beneficial to the business and
welfare of the stockyards.

This determination is required to be on a basis which is not unreasonable
or unjustly discriminatory. We have no argument with these provisions. But
when the requirement is made that these services shall be rendered only if
they are considered beneficial to the business and welfare of the stockyard, and
the determination of this is being made by the stockyard, then we think that
this positive statement would have extremely negative effects.
We are especially concerned because there are no adequate guidelines to

determine whether these agencies are beneficial to the welfare of the stock-
yard. We are aware of the fact that these decisions can be overruled by the
Department of Agriculture, but we are also aware of the fact that the agencies
which the producers have chosen to handle their business might be prevented
from doing just this over a long period of time while appeals were being
heard and decisions being rendered. In our judgment, the negative effects of
this, reflected in the unwillingness of farmers to commit their livestock to
these yards, could very easily completely outweigh any beneficial effects
imagined by those proposing thiS legislation.
The thrust of this new legislation also does not require that any services

be furnished, but merely that such stockyard services, furnished pursuant
to reasonable requests made to a stockyard owner or a market agency, be
reasonable and nondiscriminatory, and that stockyard services which are fur-
nished shall not be refused on any basis that is unreasonable or unjustly
discriminatory.
We recognize the right of stockyards to cease to do business, just as any

organization has that right, except under certain circumstances—such as the
transportation industry's regulated carriers which have been granted certain
exemptions and privileges under law on the basis that they provide service
as long as the Interstate Commerce Commission decrees that these services
are required.
A stockyard owner does not have to put his property to that use at the

present time, but the legislation which we have at present provides that if he
chooses to do so, it becomes dedicated to a public use and affected with a public
interest. Therefore, we would hold that the public interest requires the widest
possible choice among agencies which serve the producer in the stockyard, and
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-not be restricted to a choice among just those agencies authorized to do business
by the stockyard owner.
The economic situation permitting the producer to choose an agent, inde-

pendent and free from control by other private interests operating therein,
Is a part of the attempt to preserve the competitive marketing system, and any
infringement upon this, in our judgment, is contrary to the basic concept of
the market system—supposedly best exemplified in this type of market.
The proposed amendment would eliminate the present requirements of the

Act that both stockyard owners and market agencies must furnish reasonable
.and nondiscriminatory stockyard services on reasonable request, and would
.merely require •that such services as may be furnished shall be reasonable and
nondiscriminatory and shall not be refused on any basis which is unreasonable

• or unjustly discriminatory. •
Even if the words "unreasonable" or "unjustly discriminatory" were properly

• defined and adequately surrounded by legislative safeguards, we still believe
-that this change would be inconsistent with the best interest of the producer,
since the system of regulated stockyards was established for his use and he
should at all times be in a position to receive services there from any registered
'market agency of his choice upon his reasonable request,

The Grange is not comforted by the rationale proposed behind the support of
-the third amendment at the hearings before the House Committee. At that time,
witnesses for the Department of Agriculture admitted that stockyard owners

.presently have authority under the Act to prescribe *rules and regulations which
would tend to require market agencies to carry out their statutory duty and to
render reasonable and nondiscriminatory stockyard services upon a reasonable
'request. However, stockyard owners voiced fear over prescribing and enforcing
regulations which they are presently permitted to make, because of fear that
they might become liable to substantial damages if some court should hold that
action taken against a market agency had been unlawful.
What this legislation then proposes is to give the stockyards legislative immu-

nity from their acts which even they admit might be questioned in a court.
*Even though these decisions are appealable to the Department of Agriculture,
we still do not believe that any private group should be provided legislative and

. judicial immunity from 'actions which may become economic aggression against
defenseless and less well supported agencies serving in the public trust and in
the public interest.
The position of the Grange is that the Department of Agriculture has ample

authority at the present time to deny the right of any marketing agency to
• operate if, in the judgment of the Department, such agency is not performing
its function in a manner which accrues to the benefit of the public. At the same
time, the stockyards have a perfect right to file charges with the Department of
Agriculture against those individuals and practices which, in their judgment,
do not meet the requirements of the Packers and Stockyards Act and the basic

. and fundamental requirement of serving the public interest.
Because of this concept, and for reasons previously stated, the Grange would

• oppose the transfer of this authority to the stockyards themselves, and would
respectfully request this subcommittee to take no action which would transfer
.the authority which presently and properly is in the Department of Agriculture
-to any private agency.

This position of the Grange is not taken with any malice toward the stock-
yards and those who operate them at the present time. We are indeed grateful
to them for the service they have rendered in the past to agricultural producers.
•We are very much concerned about the possibility that a further eroding away
•of those services might occur if this legislation were passed. We would much
rather give maximum cooperation to the stockyards in attempts to improve their
facilities, to increase their volume, and to render a more perfect service to the
-producers of American livestock.

This is especially needed at the present time when, despite the fact that termi-
nal yards do not handle nearly as great a percentage of the livestock as in years
gone by, they still set the market price which issued within the industry.
We believe that the attention should be directed toward improving the price

which can be received by the producers in these stockyards, rather than in
limiting the number of people who can practice their profession at the request
of the producers themselves.
In conclusion, we again respectfully urge this committee to disapprove of this

legislation, in the best interest of the agricultural producers and, in the long
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run, in our judgment, in the best interest of the stockyards themselves and the
services they render to the American public.

Senator YOUNG. Mr. Chairman, I notice in a brief reading of the
Grange statement they are opposed to this legislation, and don't
suggest any amendments either.

Senator JORDAN. Well, that is another thing we will have to take up
in the committee.

Senator Miller, if you would come around, please sir; and bring
your witness, Mr. Welding, we would be glad to hear you at this
time.
Senator MILLER. Mr. Chairman and members of the committee, the

stockyards in my hometown of Sioux City ranked second nationally
last year in commission firm sales. These commission firms are all lo-
cated in the Sioux City Livestock Exchange, and the next witness
is a good personal friend of mine, Dick Welding, who is the secretary
of the Sioux City Livestock Exchange.
I am sure that he will provide this committee with knowledgeable

and factual information.
Senator JORDAN. Thank you. We appreciate your remarks and your

being with us. You are a member of this committee, you know.
Senator MILLER. Yes. If the chairman will excuse me, please; I am

sure that Mr. Welding can handle himself very well.
Senator JORDAN. I just wanted to remind him that he has some work

to do here, too. Thank you.
Mr. Welding, we will be glad to hear from you.
Incidentally, Senator Miller is a very fine member who works hard

on this committee. It is just unfortunate we have so many committees
in this Senate you have to go here, yonder, and everywhere else and
you can't spend as much time on any one as you would like to do.
Proceed sir.

STATEMENT OF RICHARD A. WELDING, SECRETARY, SIOUX CITY
LIVE STOCK EXCHANGE, SIOUX CITY, IOWA

Mr. WELDING. Mr. Chairman and members of the committeee, I am
Dick Welding, secretary of the Sioux City Live Stock Exchange.
We wish to convey sincere appreciation to the committee for the

privilege of appearing before you in opposition to S. 1149.
The Sioux City Live Stock Exchange is made up of 160 voluntary

members, who represent commission firms, order buyers and dealers
on the Sioux City market. The Sioux City Live Stock Exchange has
been in existence since 1896 and has been very active in setting up
trade practice procedures, which its members must follow. These rules
and regulations are set up in the best interest of its patrons. You will
note that the exchange dates back much further than the Packers and
Stock Yards Act of 1921 and in many cases their rules and regula-
tions are much more stringent on our market people than the Packers
and Stock Yards Act, as it is written.
It is our opinion that, as the proposed legislation is written, that it

will put complete control of the agencies in the hands of one party.
These agencies are privately owned businesses, who have operated on
this market for years in the best interest of the customers, whom they
are serving. Our agency people, whether young or old, and I might
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add in here the average age in Sioux City is 52, have dedicated their
lives, time, and effort on behalf of our customers.

Senator YOUNG. Does your agency represent all of the commission
merchants at the Sioux City market?
Mr. WELDING. All of the market agencies in Sioux City except the

-three cooperatives who have worked very cooperatively with us and
in fact in most cases they are more stringent on their own employees,
on our rules and regulations than some of our own members are.
Senator YOUNG. Is this opinion you express here the unanimous

'opinion of all of them?
Mr. WELDING. Yes, sir; this does express the opinion of all the

market agencies of Sioux City.
I might add in here before I go on that we are quite surprised that

this particular legislation is being pushed so hard, because it is our
understanding that the packers and stockyards administration at this
time are either going to introduce or have introduced legislation which
will completely make a sweeping change in the act, and we have
long felt that this was needed, but we are quite surprised that this

iparticular piece of legislation s being pushed, and not waiting for
this other legislation to come through.
Under section 303, as written, it would give stockyards 
Senator MCGOVERN. On that point, what is your understanding of

the major import of the proposed changes in the act? Do you have
any information on that?
Mr. WELDING. Senator, I can't go through it in detail with you, but

it is my understanding that as it is written, that in a lot of these areas
that we have had concern about it will bring us updated to where
we will all have protection under this thing. Our biggest concern
under this thing is that our agencies on the market have as much
.at stake as the yards companies. I understand that the legislation
will help us, too. We feel that we have time, money, invested for many
years in this and we deserve some protection.
Senator MCGOVERN. There is in the mill, there are sweeping changes

in the mill in the Packers and Stockyards Act that we are going to be
asked to look at here shortly; is that correct?
Mr. WELDING. Yes, sir • that is my understanding.
Senator JORDAN. I judge that you, like Mr. Ecker, are apprehensive

of what this piece of legislation might do to the commission mer-
chant and so forth.
Mr. WELDING. This is correct, sir. To us there are areas that leave

a lot of questions, and at this time, if I may, we also have a legal
opinion that I would like to have made a part of the record from our
attorney.

Senator JORDAN. We will be glad to insert it in the record at the
conclusion of your remarks.

Senator YOUNG. May I ask this question. A similar bill passed the
House by an overwhelming majority. I think there were only six
votes against it. Did you present your case against the bill in the
House?
Mr. WELDING. Yes, we did.
Senator YOUNG. I was wondering why they passed it with such a

huge majority, then. There was considerable opposition expressed
here today.
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Senator JORDAN. As Senator Young knows and as Senator McGov-
ern knows, this bill almost. passed last year without any opposition at
all, and it was held up by request for some hearings this year. It is a
mystery to me, why the bill passed with such an overwhelming major-
ity in the House, if there was any opposition to it in the Senate.
Mr. WELDING. We all a,pppeared and filed statements, and in some

cases we had some people appear.
Senator JORDAN. Well, thank you very much. You may proceed

now.
Mr. WELDING. Under section 303, as written, it would give stock-

yards owners absolute and complete discretion as to who would oper-
ate at these stockyards. The power to approve ordinarily carries with
it the power to revoke that approval. Thus, a stockyards owner could
arbitrarily revoke that approval at any time. The proposed amend-
ment gives no guideline for this determination except at the discretion
of the stockyards owner.

Senator JORDAN. May I interrupt at this point. What regulations
now under the present law give the stockyard owner the right to regu-
late -and say who may operate in or out of the yards that would be.
revoked by this bill?
Mr. WELDING. Well, it is the elimination that was brought out by

Mr. Ecker, it is the elimination of the wording that covers our market
agencies, which under the act is both the commission firms and the •
order buyers.

Senator JORDAN. You mean the old law.
Air. WELDING. Yes, sir. Under the new law, these do not appear..

This disturbs us, because we feel that we are just as much a factor at
the stockyards as the stockyards company itself. Under the new rule, .
where you have to ask for their approval, what you do now under the
act, as was pointed out, then you file with the ecretary of Agricul-
ture, and if he approves you, then the yards company neither approve
you nor disapprove you. This is the reverse now.
We don't question that they have to have the approval, but by the.

same token, we feel that the agencies operating on this market should
have some say, too on who is going to operate on our markets and
whether they fit into the categories that we want to have. We are not -
going to try to eliminate any business on our markets, but by the same
token, these are people that our people have to work with every day.

Senator JORDAN. Do you now have any say so as to who will and
who will not operate on the market?
Mr. WELDING. Today?
Senator JORDAN. Yes.
Mr. WELDING. At least we have some line of communication in most

cases.
Senator JORDAN. YOU or a new person could apply.
Mr. WELDING. Yes, sir.
Senator JORDAN. He would make his application, and if it were not

granted, if there was discrimination, he could take an appeal to the
Secretary of Agriculture now under the present act.
Mr. WELDING. Yes, sir.
Senator JORDAN. And the secretary would prescribe remedial action?
Mr. WELDING. Right.
Senator JORDAN. You think this action would be done away by the•

new bill?
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Mr. WELDING. This is our opinion.
Senator JORDAN. That is your opinion?
Mr. WELDING. Yes, sir.
Senator JORDAN. You may proceed.
Mr. WELDING. We agree that the stockyards owner has vested in-

terest in the operation of the agencies and dealers at these stockyards,
but this amendment, as written, overlooks the fact that the same agen-
cies and dealers have a sizable investment at stake also. In the proposed
form, the stockyards company could decide for any arbitrary rea-
son, at its discretion, that a market agency or dealer was not good for
the industry or that the firm was no longer beneficial to the yards and
they could be put out of business with no recourses available to them
except through court action. It is our opinion that whenever you can
avoid a lawsuit it is wise to do so.
Also, in cases where a foreign corporation owns such stockyards,

their principal motives are solely for profit, and in many cases the
customers are slighted by not receiving services that should be pro-
vided to them, because such corporations often look only at profit,
and loss statements and not at what is in the best interest of the custom-
ers and agencies operating on said stockyards. With full authority
being placed in the hands of these yard companies there is fear that
it would leave no recourse in the areas where we feel service should be
negotiable.
Under section 307, this places complete authority of agencies in the

hands of yard companies and with complete authority at their discre-
tion in determining whether a person engaged in the purchase, sale
or solicitation of livestock in the yards is conducting the operation
in the best interest of the market. With this authority being controlled
by one party, it certainly could cause an adverse effect and place our
agencies in a detrimental position insofar as meeting competition.

Service is the main factor which our agencies and dealers have to
sell to our customers. Therefore, in conducting their operation, they
must foster, preserve, and insure an efficient, competitive market, be-
cause there are so many different ways that livestock can be procured
or sold. Under this proposed language, we feel that it places power
over our agencies that would not be to their benefit or to the benefit
of the industry as a whole.
The members who make up the exchange and all other people doing

business at the stockyards have as much at stake as our stockyard
companies and as we have explained, they have a monetary investment
plus the fact that they have devoted their lives to this business. We,
therefore, feel that consideration should be given so that representation
from our segment of the industry could be granted and they could
have a voice in equalizing power and authority, which would be in the
best interest of our patrons and would insure our patrons of receiving
adequate services.
(The opinion previously referred to follows:)

RIVER MARKETS GROUP SPRING MEETING, ST. LOUIS, MO..---PROPOSED
AMENDMENTS To P. & S ACT

Section 302(a) (7 U.S.C. 202(a)) of P & S Act of 1921, Is amended to read:
"When used in this title the term 'stockyard' means any place, establishment, or
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facility commonly known as stockyards, conducted, operated, or managed for
profit or nonprofit as a public market for livestock producers, feeders, and buyers,
consisting of pens, or other enclosures, and their appurtenances, in which live
cattle, sheep, swine, horses, mules, or goats are received, held, or kept for sale
or shipment in commerce."

This paragraph of the P & S Act used to read as follows: "When used in these
sections the term 'stockyard' means any place, establishment, or facility com-
monly known as stockyards, conducted or operated for compensation or profit
as a public market, consisting of pens, or other enclosures, and their appurte-
nances, in which live cattle, sheep, swine, horses, mules or goats are received,
held, or kept for sale or shipment in commerce."

It would appear from reading the amendment as opposed to the existing
statute that the new definition is more inclusive and would act to bring additional
facilities under control of the P & S Act. This probably would be of some benefit
•to the industry as the small operators and possibly the packers who operate
small stockyards for no profit would come under the rules and regulations of
the act. The wording in the amendment where they define stockyards to mean
any place, establishment or facility commonly as stockyards lead to some con-
fusion because you might be getting into a construction of what is commonly
known as a stockyard by past custom and usage. Therefore, it is difficult for
me to conclude with any certainty as to what areas of the industry would become
included within the provisions of the act but there is an attorney's general opin-
ion issued in 1923 which stated that "a stockyard was not a public market within
this section but a private stockyard operated as part of a packing plant."
Of course the construction there turned upon the words public market and

if our courts were to agree then such private stockyard would still be outside the
definition. However, by adding the words "for livestock producers, feeders, and

buyers" it is my opinion that such a stockyard would become subject to the act
under this new amendment.

Sub-section (b) of this section would remain unchanged, thus the Secretary

still would ascertain the stockyards which come within the foregoing definition

and give notice to the stockyard owners concerned and post notice of such
determination in the stockyards so notified. Then after giving of such notice to
the stockyard owner and public, the stockyard shall remain subject to the provi-

sions of the act.
II

The second proposed amendment is Section 303 (7 U.S.C. 203) which is
amended to read as follows: "After the expiration of thirty days after the Secre-
tary has given public notice that any stockyard is within the definition of
section 302, by posting copies of such notice in the stockyard, no person shall
carry on the business of a market agency or dealer at such stockyard unless
(1) the stockyard owner has determined that his services will be beneficial to
the business and welfare of said stockyard, its patrons, and customers, and has
given written authorization to such person, and (2) he has registered with the
Secretary under such rules and regulations as the Secretary may prescribe, his
name and address, the character of business in which he is engaged, and the
kinds of stockyard services, if any, which he furnishes at such stockyard. Every
other person operating as a market agency or dealer as defined in section 301 of
the Act may be required to register in such a maner as the Secretary may
prescribe. Whoever violates the provisions of this section shall be liable to a
penalty of not more than $500 for each such offense and not more than $25 for
.each day it continues, which shall accrue to the United States and may be
recovered in a civil action brought by the United States."
The change brought about by this amendment is the subparagraph 1 wherein

they state that no person shall carry on the business of a market agency or
dealer at such stockyard unless the stockyard owner has determined that his
services will be beneficial to the business and welfare of such stockyard, its
patrons, and customers, and has given written authorization to such person.
This change gives to the stockyard owner the right to determine the qualifications
of market •agencieS or dealers to operate on the stockyard and it would be a
prerequisite to any agent or dealer to obtain the written authorization of the
stockyard owner before he may commence business.
This amounts to giving the stockyard owner absolute and complete discre-

tion over who shall operate at the stockyard. The power to approve ordinarily
.carries with it the power to revoke that approval; thus the stockyard owner
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could arbitrarily revoke approval at any time and it is my opinion that this is
bad law especially in the proposed form. The proposed amendment gives no
guide lines for this determination except as to the discretion of the stockyard
owner.
Under the section presently existing an applicant who wishes to be an agent or

dealer on the stockyard must register with the Secretary under such rules and
regulations as the Secretary may prescribe. Such rules and regulations have been
set forth by the Secretary to some extent and thus there are certain guide lines
to go by. This amendment as proposed would give arbitrary discretion with but
one segment of the stockyard industry.
It is my thinking that the stockyard owner has a vested interest in the

operation of the agencies and dealers on his stockyard but they seem to overlook
with this amendment the fact that these agents and dealers have a sizable invest-
ment and interest at stake also.
In the proposed form the yards company could decide for any arbitrary reason

at its discretion that a certain dealer or market agent was not good for the
industry and they could possibly decide that an established firm is no longer
beneficial to the welfare of the industry and there are no recourses available or
established under the amendment.
I feel that this amendment, if passed, would eventually lead to discrimination

and thus lead to court actions to test the fairness of the stockyard owner. It is
my opinion that whenever you can avoid a law suit it is wise to do so.
I feel further that this amendment defeats the purpose of the P & S Act. The

Act was promulgated to regulate the affairs of the stockyards and related in-
dustry. The Act is a police power type of function with the Secretary as the
policeman. Now the stockyards want to be named a policeman. In effect, this is
giving the stockyard the power to act as a vigilante on equal basis with the
police force.
I can see some benefit to the principle laid out by this amendment in that

there should be some self-regulation within the industry but I feel strongly that
this should be by representation of each segment of the industry and not the
granting of complete power and authority to one such segment. If there is to be
such an amendment along these lines I would recommend a committee of stock-
yard owners and agencies or dealers operation on the yards. The stockyard
owners and the market agents and dealers have a common interest in keeping
central markets strong and they will be weakened if they do not stand on equal
footing.
As a possible suggestion only, some thought should be given to the advantages

of a three man committee to give authorization to such persons to operate as
agencies and dealers on the yards. This committee could consist of the stockyard
owner, Secretary of the Livestock Exchange or a representative of the agencies
and a member of the P & S Division.
This form of amendment with a committee rather than a stockyard owner de-

termining such qualifications would put more teeth in your industry from the
standpoint that a person whom you know will be detrimental to the welfare of
your industry should not be allowed to operate on the market. One bad apple
can cause a lot of damage and if there are cut-throat operators at any stockyards
they give a bad name to those who are trying to be ethical and honest in their
dealings with the customer.
It is too easy for you as a commission man or order buyer or dealer to over-

look the unethical conduct or practices of a fellow operator on the yards. He
is a friend of yours and even though you know his conduct and his operations
hurt your business you probably would never bring yourself around to im-
posing strict sanctions on him. Therefore, such a committee could pass upon
these matters and if there is such an operator on the yards who is hurting the
industry itself by his actions they could have the power and authority to deny
him the right to operate on the yards. In fact you all know of specific instances
where certain members on the market do violate rules or regulations or pre-
scribed methods of conduct and because of friendship you hesitate to enforce
any strict sanctions. I feel that a committee such as this would exercise such
authority and perhaps the whole industry could profit from it.

III

The third proposed amendment is section 304 (7 U.S.C. 205) which is amended
to read as follows: "All stockyard services furnished pursuant to reasonable
request made to a stockyard owner or market agency at such stockyard shall
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be reasonable and nondiscriminatory: Provided, that in any State where the

weighing of livestock at a stockyard is conducted by a duly authorized depart-

ment or agency of the State, the Secretary, upon application of such department

or agency, may register it as a market agency for the weighing of livestock

received in such stockyard, and upon such registration such department or agenc
y

and the members thereof shall be amenable to all the requirements of this Ac
t,

and upon failure of such department or agency or the members thereof 
to

comply with the orders of the Secretary under this Act he is authorized to

revoke the registration of such department or agency and to enforce such revoca-

tion as provided in Section 315 of this Act."
This section used to read as follows: "It shall be the duty of every stockyard

owner and market agency to furnish upon reasonable request, without discrim
i-

nation, reasonable stockyard services at such stockyard: Provided, that any sta
te

where the weighing of livestock is conducted by a duly authorized department

or agency of the state, et cetera."
This changes the law by no longer making it a duty to furnish such reasonable

stockyard services and making the law read that whatever services are rendere
d

upon reasonable request shall be reasonable and nondiscriminatory.

It is difficult to understand the legal significance behind this amendmen
t.

Perhaps the yards company feels that this would remove them from the cla
ssifi-

cation of a public utility but I am not convinced that it would do So. As a p
ublic

utility the stockyard and the agencies and dealers on the yards have a
 certain

duty to render services to the public but I think the duty follows the util
ity; the

utility does not necessarily follow the duty. In other words the entire ac
t makes

the yards owner and the agencies a public utility subject to these regula
tions.

It has been brought to my attention that there have been instances wh
ere a

commission man or order buyer has been going directly to the country to 
conduct

his business of buying or selling with his customer. It could be the purpos
e of the

stockyards company in proposing this particular amendment to grant t
o them-

selves the power to prohibit this practice.
In this light the Supreme Court decision in Denver Union Stock Yards 

Company

v. Producers Livestock Marketing Association has some effect. In this 
case the U.S.

Supreme Court reasoned that since a market agency had a duty, under 
the statute,

to furnish upon reasonable request, without discrimination, reas
onable stock-

yards services at such stockyard, the stockyard company, by regu
lations could

not preclude or prohibit an agency on its yards from soliciting busi
ness for other

markets for sale at outside feed yards or country points.

In this case the commission firm operated on the Denver Stoc
kyard and also

the Kanss City Stockyards and the Denver Stockyards Compa
ny issued a reg-

ulation prohibiting the firm from soliciting for other markets. Th
is particular

commission firm had a customer who they sent to the Kansas City
 yard and the

Supreme Court in its decision held that since the commission firm as
 an agency

on the yards had a duty to furnish reasonable stockyard serv
ice, such regulation

was invalid and contrary to the intent of the P & S Act.

By passage of this amendment the duty as such is withdrawn a
nd perhaps

then such regulation could be enforced by the stockyard compan
y. Whether this

would benefit or hurt your particular interests I am not quali
fied to answer.

To completely analyze the purpose of this proposed amendm
ent it may be

necessary to consider and discuss the last amendment whic
h the stockyard

company has proposed.
IV

The fourth and last amendment proposed to the P & S Act is as fol
lows:

"Section 307 (7 U.S.C. 208) is amended to redesignate the first sentence 
as para-

graph 'a' and to add a new paragraph (b) as follows: (b) It shall be 
the re-

sponsibility and right of every stockyard owner to manage and regu
late his

stockyard in a just, reasonable, and nondiScriminatory manner, to prescri
be rules

and regulations and to require those persons engaging in or attempting to 
engage

in the purchase, sale or solicitation of livestock at such stockyard to con
duct

their operations in a manner which will foster, preserve, or insure an efficien
t,

competitive public market."
Inconstruing this amendent with the last amendment we discussed it 

is my

thought that the stockyard companies are trying to protect themSelves 
as a

public market. Generally, I would assume that what is good for the stocky
ards

from an industry standpoint is good for you as market agencies. However, it is

possible that such rules or regulations established by the stockyard o
wner

could restrict a market agency to such an extent that he would be in a detri-
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mental position as far as competing with a packer who buys direct from the
producer or feeder.
I personally believe that direct buying is not going to be the answer to the

producer but it is remotely possible that direct buying will become such a trend
that in order to compete you are going to have to go to the country yourself to
conduct your business. If the stockyard company could by regulation prohibit this
particular practice your hands could be tied if this comes to pass. I suggest this
only as food for thought but I do wonder if that loss of flexibility would prove
to be detrimental to you in the future.
I believe that for an industry such as yours to compete and grow you must

be allowed to remain flexible to meet changing conditions and competition.
It is distinctly possible that the more regulations or inhibitions imposed upon

you the less able you are to meet changing conditions in your industry.
Actually, under section 307 as it now exists, the stockyard owner and market

agency had the duty to establish, observe and enforce just, reasonable and non-
discriminatory regulations and practices in respect to the furnishing of stock-
yard services and this amendment merely adds sub-paragraph (b) which con-
stitutes the amendment, whereas the section involved provided a duty for the
stockyard owner and the market agency. The addition or the amendment states
that it shall be the responsibility and right of every stockyard owner only to
manage and regulate his stockyard and to prescribe rules and regulations and
to require those persons engaging in the purchase, sale or solicitation of live-
stock at that stockyard to conduct their operations in a manner which will
foster, perserve, or insure an efficient, competitive public market.

Again this brings us back to the fact that the market agencies have as much
interest in fostering, preserving, and insuring an efficient competitive market as
does a stockyard owner, and it is my thought that the two should act together
and not for the benefit only of one.
A danger which I feel is manifested by this fourth proposed amendment is

that once again it gives the stockyard owner a certain area of discretion to
determine whether any person engaging in the purchase, sale or solicitation of
livestock at the stockyard is conducting his operations in a manner which will
foster, preserve, or insure an efficient, competitive public market. This discretion
left with the stockyard owner alone is too arbitrary. It lends itself to sanctions
to be imposed by the stockyard owner over the market agencies and that type of
broad power would not benefit you or the industry.
Again this particular amendment has some merit in principal but I do not feel

that it would be beneficial to you as market agencies in the present form.

Mr. WELDING. Now, if I may add a couple of other points that
were brought up yesterday.
Senator JORDAN. Yes, indeed, proceed.
Mr. WELDING. We think a good example of why our people are so 

ivitally concerned about this s, for example, last year approximately
$600,000 was spent for getting producers at our market, and this
does not include the men's salaries that would be doing the solicitation.
From this, in cattle, it would amount to about $1,700,000 in yardage,
which covers this so-called free space that we are talking about. This
is the yardage that was paid for the use of these pens by our customers.
Senator YOUNG. The feed costs were in addition to that?
Mr. WELDING. Yes, sir. Now, our concern along this line would be

from our people the fact that as this is written, with the authority
placed so heavily on one side, that, for example, it doesn't do us any
good to go out and solicit this business if we can't handle it properly
at our stockyards. This could be involved in truck lineups, unclean
pens, limited weighing from the standpoint that when the livestock
is sold that we can move it to the scales in a very limited time, which
is to the advantage of our customer.

Senator YOUNG. They also lose weight the longer they stand?
Mr. WELDING. Yes, sir; and where it has been talked about these

standards of performance on our agencies, we certainly feel that
there should be some standards of performance on our stockyard
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companies also, because all of us have only one thing to sell, and
that is a service that will bring our customers back to our markets.
We have long wondered about the area of where we offer to the

management of the stockyard companies members in our side of the
association, the exchanges, and they can take an active part in our
exchanges but by the same token, we have often wondered, and this
is the area that bothers us, where we have not been granted an opportu-
nity sometimes to sit down with the board of directors or with top man-
agement. After all, we are the strong selling arm of these markets.
We are the ones that are procuring the business on a personal basis,
and I can't think of any other business that is in existence today where
you have a selling agency or department, where they are not part
of or are given more consideration by top level management. We feel
that this is an area that is very important to us.
One other statement that was brought to my attention by one of our

agency men the other day that was very vitally concerned about this
is the fact that he brought up the example to me, he said, "What is
the difference in our business, whether I own a building downtown
and have many separate individual private businesses renting space
from, and I all of a sudden walk in and tell them, 'You are going to
operate your business this way or that way or you are going to get
out of my "

Certainly there are rules and regulations which we have to follow
and if we break these rules we should be taken care of, but by the
same token, where these are all private businesses that are operating
in the best interests of the market, because if they don't, they don't
get the business

' 
and we can't understand where they want this dic-

tatorial power, that these private businesses, whether a partnership
or small corporation, would not have some say in the operation of
the overall market.

Senator JORDAN. Where do you live, sir?
Mr. WELDING. Hive in Sioux City.
Sentor JORDAN. You live in Sioux City?
Mr. WELDING. Yes, sir.
Senator JORDAN. This is the only livestock market located there, is

it not?
Mr. WELDING. Yes, sir.
Senator JORDAN. I believe you said there is only one in Chicago, also.
Mr. WELDING. Yes, sir.
Senator JORDAN. They are probably different in size. The Chicago

yards are probably larger.
Mr. WELDING. No we are larger than Chicago.
Senator JORDAN. 

No,
are larger than Chicago?

Mr. WELDING. Yes, sir.
Senator JORDAN. Do you have any packing plants at Sioux City?
Mr. WELDING. Yes, sir, we have seven packing plants located in

Sioux City. We have 65 possible buyers on every load of cattle, and
about 35 on every load of hogs, and about seven on the so-called lambs
that you mentioned. But this again-

Senator JORDAN. I knew you had some packing plants.
Mr. WELDING. Yes, sir.
•Senator JORDAN. But I didn't know this regarding the Chicago

area, which of course has been known for many, many years as one
of the big packing plants or centers of this country.
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Senator Young, do you have some questions?
Senator YOUNG. Just one. Isn't Omaha the biggest cattle market

now?
Mr. WELDING. Omaha is the largest market; yes.
Senator YOUNG. The thing has changed a lot in the last 20 years,.

hasn't it?
Mr. WELDING. Yes.
Senator JORDAN. Well, as I said earlier in this hearing, this whole

business is being distributed more and more over the whole country.
Mr. WELDING. Yes, sir.
Senator JORDAN. Because in the first place cattle are being grown

more and more in different areas of the country. North Carolina to-
day is a very large producer of cattle.
Mr. WELDING. Yes, sir.
Senator JORDAN. The business is growing every year. Florida has

become one of the leading producers of cattle, and not so many years
ago you thought most of the steers came out of Texas.
Mr. WELDING. Yes, sir.
Senator JORDAN. And they did have a lot of them. That is where

longhorns came from.
Mr. WELDING. We happen to be a large stocker and feeder market,

and we will receive stock cattle going back into feed lots out of 30
States into our market.
Senator JORDAN. At Sioux City?
Mr. WELDING. Yes, sir. Of course the majority of our stock cat-

tle come from the Western States. We consider your State western,
sir, North Dakota, South Dakota, Montana.

Senator JORDAN. Do you buy any feeder calves out of North
Carolina?
Mr. WELDING. Very few would COMO in.
Senator JORDAN. Too far away?
Mr. WELDING. Yes, sir.
Senator JORDAN. Is that correct?
Mr. WELDING. Yes, sir.
Senator JORDAN. They are going into the feeder calf business.
Mr. WELDING. We do get quite a few from Alabama.
Senator JORDAN. From where?
Mr. WELDING. Alabama.
Senator JORDAN. Thank you very much. We appreciate your testi-

mony.
Mr. WELDING. Thank you, sir.
Senator JORDAN. Mr. Schramm and Mr. Walter, you may proceed.

STATEMENT OF MARTIN C. SCHRAMM, PRESIDENT, AND RALPH A.
WALTER, CHICAGO LIVE STOCK EXCHANGE, CHICAGO, ILL.

Mr. SCHRAMM. My name is Martin C. Schramm.
Senator JORDAN. I will stay with you as long as I have to stay.
Mr. SCHRAMM. I would appreciate having this entered completely in

the record.
I am president of the Chicago Live Stock Exchange, an organization

consisting of 38 of the 41 commission firms operating on the Chicago
market. I have been on the Chicago market for 28 years in various
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capacities; namely, livestock handler, packer, buyer, dealer, cattle
salesman, and currently as a partner in a commission firm.
I have also served on the board of directors of the Chicago Livestock

Foundation, an organization consisting of all market interests initiated
for the purpose of analyzing the problems of and promoting the
central public marketing system. I appreciate the opportunity to
present my views regarding the proposed legislation S. 1149.
Testimony before this committee by proponents of this bill will

probably be in essence similar to that before the Subcommittee on Live-
stock and Grains of the Committee on Agriculture, House of Repre-
sentatives; therefore, my testimony will be based mainly on statements
at that hearing recorded in Serial K, and statements recorded in the
Congressional Record on February 28, 1967, at the time this bill was
introduced, and the recording of the debate on H.R. 10673 in the
House at the time of the passage of the bill on September 29, 1967.
There was a question brought up here why the House passed this

with such a majority. I would say that one of the questions, there was
considerable discussion recommending consultation between exchanges
and stockyard owners and it was even recommended to have this
proviso written into the amendment, but this was not done.
In the debate at the time of passage of this bill by the House, it was

questioned again. I refer to page H12752 of the Congressional Record
of the House where Mr. Mayne questioned Mr. Purcell.
All this testimony regarding the intent of the committee and the

views of the Department of Agriculture is very misleading, that there
would be consultation. This proposed amendment as written spe-
cifically gives unilateral authority to the stockyard owners, and I
doubt if any market agency taking recourse in the courts could get
the court to consider the intent of the committee or the views of the
Department of Agriculture when they did not insert a clause neces-
sitating consultation in the amendment.
In introducing this bill, Mr. Purcell on page H1906, Congressional

Record—House, states and I quote:
It is a basic law of economics that true market value for both buyer and seller

results only when the highest possible proportion of a commodity is sold under
conditions of true competition. This is, of course, true in the livestock industry.
As the number of livestock sold under other than competitive conditions increases,
there is less likelihood for any livestock to be sold at its true value.
The amendments which I am introducing today are designed to bring the act

up to date by redirecting the focus of federal regulation so that the competitive
forces of the free market system can more effectively determine the price of
livestock, so that the producer and consumer each obtain true value. This is
done by clarifying the rights and responsibilities of market owners and operators
so that today's livestock markets can be operated in •the most efficient and
competitive manner.
Let me repeat: If we do not act, and we let the present trend continue, the

industry may well return to the noncompetitive situation that existed before
1921. We must not allow this to happen. We must not allow the forces of compe-
tition to be destroyed.

Gentlemen, I sincerely agree with Mr. Purcell's reasoning, and
wholeheartedly endorse the need of legislation to accomplish his
intent.; however, the amendments proposed will not and cannot accom-
plish this intent.
I am of the firm belief that the only accomplishments of these

amendments as proposed will be a possible increased profit for the
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stockyard owners, under prevailing conditions, and will not strengthen
the competitive forces of the market system.
My feelings seem to concur with Mr. Cahill, Representative from

New Jersey, who made the uncontested statement recorded on page
H1275'3, Congressional Record—House, and I quote:
Mr. Chairman, perhaps coming from New Jersey, I should not participate

in this debate because probably I am not fully aware, even after a reading of
the report, of the real purposes of this legislation or the implications therein.
But as I read it, I have come to the conclusion that this legislation in effect is
a private bill for the owners of stockyards whose business has been reduced
perhaps 50 or 75 percent in the last several years due to changes in practices
regarding the purchase and sale of livestock.

Now, let us analyze the specific amendments proposed, (b) section
303 (U.S.C. 203) is amended to read:
No person slhall carry on the business of a market agency or dealer at such

stockyard unless (I) the stockyard owner has determined that his services will
be beneficial to the business and welfare of said stockyard, its patrons, and
customers, and has given written authorization to such person * * *.

This is simple language and does not leave any loopholes. The power
to authorize usually carries with it the power to revoke said authoriza-
tion. On page 70 of Serial K, Mr. Bennett, president, Union Stock
Yards Corp., St. Joseph Stock Yards Co., states and I quote:
This language is prospective in application since it does not relate to or affect

either registered market agencies or dealers presently doing business on a posted
stockyard or stockards * * *.

However, on page 11 of Serial K, Mr. Mayne, Republican from
Iowa, asks Mr. Leonard, Deputy Assistant Secretary of Agriculture,
would the owner also have the right under these proposed amend-
ments to make it impossible for a commission firm to continue to oper-
ate in the yard if he had been operating there for some years? Mr.
Leonard's answer was "Yes."
There was considerable discussion recorded in serial K recommend-

ing consultation between exchanges and stockyard owners, and it was
even recommended to have this proviso written into the amendment,
but this was not done.
If the debate at the time of passage of this bill by the House, it was

questioned again. I refer to page H12752, Congressional Record—
House—where Mr. Mayne questions Mr. Purcell, and I quote:
Mr. MAYNE. I would further ask the gentleman is it intended by the Agricul-

ture Committee that this bill should give a stockyard owner complete control
over market agencies on the yard with absolute and complete discretion as to
who can operate on that yard?
Mr. PURCELL. That is not the intent of the committee or of this legislation. It is

intended that the owner shall be required to furnish stockyard services on a fair,
reasonable, and nondiscriminatory basis. If a commission firm feels that it has
been treated unreasonably, it can bring a complaint to the Secretary of Agricul-
ture who will investigate the complaint and take appropriate action if he finds
a basis for the complaint.
Mr. MAYNE. Referring to the testimony of Deputy Assistant Secretary of Agri-

culture, Mr. Rodney E. Leonard, who appeared before the subcommittee, I will
ask the distinguished chairman of the subcommittee if he recalls Mr. Leonard's
testimony that where there is an association of commission firms which is ac-
tually functioning and policing its own members, such as the Sioux City Live-
stock Exchange, then the department would consider that the stockyards owner
should consult with the association or exchange before revoking the authoriza-
tion of any firm to operate on that particular market.
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And I believe that testimony appears at page 23, lines 34 to 45 of the hearing
transcript.
Does the gentleman recall that testimony?
Mr. PURCELL. I do distinctly remember that testimony, and this is my under-

standing of the intent of this particular piece of legislation.
Mr. MAYNE. And I believe Mr. Leonard further stated that he would have no

objection to having a safeguard actually written into this law providing that
the stockyards owner would be required to consult with the livestock exchange
or association at a market before revoking the authorization of any firm to
operate on that market?
Mr. PURCELL. That is correct.
Mr. MAYNE. In order to further clarify the congressional intent in passing

this bill, I would ask the gentleman if it is his intention and the intention of
the committee that if this bill is passed it would be considered unreasonable with-
in the meaning of the act for a stockyards company to take any action against
any market agency as defined in the act without first consulting with the live-
stock exchange or association at the market where such agency was doing
business?
Mr. PURCELL. Yes, such is my intention and I believe it to be the intention of

the committee.

All this testimony regarding the intent of the committee and the
views of the Department of Agriculture is very misleading, and prob-
ably had a strong effect on the passage of this bill by the House. This
proposed amendment as written, specifically gives unilateral authority
to the stockyard owners, and I doubt if any market agency taking re-
course in the courts, could get the court to consider the intent of the
committee or the views of the Department of Agriculture, when they
did not insert a clause necessitating consultation in the amendment.
Most of the major markets have adopted now what they call a foun-

dation. All major interests are represented, stockyard companies, buy-
ers, commission agencies. You have even your American Stockyard
Association, which Mr. Jennings represents here.
In a sense it is a promotional organization for the improvement of

the competitive markets, the terminal markets.
Now, at Chicago we have the foundation, the stockyard company

participates. It is an organization, and I serve on the board of directors
of the Chicago Livestock Foundation, an organization consisting of
all market interests, initiated for the purpose of analyzing the prob-
lems of and promoting the central public marketing system.

It seems that the intent of this is that the stockyard company can
get control through prescribed regulations and all of a sudden they
will be able to improve the setup of the market—I mean increase the
volume. If, as participants in these promotional organizations, they
have never been able to come up with the answer, I don't understand
how they propose they will do it if they are given this unilateral
authority.
We can analyze the specific amendments proposed. I won't repeat

this. Section 330 has been mentioned often enough and it is clear, but
it is simple language and it does not leave any loopholes. The power
to authorize usually carries with it the power to revoke. In the HOU%
hearings testified to by Mr. Bennett, president of the Union Stock-
yard Corp. of St. Joseph's Stockyard, and yesterday by Mr. Mc-
Creight, it was mentioned:
This language is prospective in application since it does not relate to or affect

either registered market, agencies, or dealers presently doing business on a posted
stockyard or stockyards.
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However, on page 11 of serial K, Mr. Mayne, Representative from
Iowa, asked Mr. Laird, Deputy Assistant to the Secretary of Agri-
culture:
Would the owner also have the right under these proposed amendments to

make it impossible for a commission firm to continue to operate in the yard if
he had been operating there for some years?

Mr. Laird's answer was, "Yes."
I shall give a few specific cases that happened in Chicago to illus-

trate the authority exercised by the stockyard owners under the pres-
ent law. A few years ago, two brothers who were employed as cattle
salesmen by separate commission firms wanted to start their own com-
mission firm, but were refused any allotted pen space by the stockyard
company. The basic argument of the stockyard company was that
these two men in starting their own business would not bring increased
volume to the yards, but merely divert business from the firms by
which they were currently employed to their new firm. This, by the
way, is how the majority of the present market agency owners started
in business.
The stockyard company, however, was of the opinion that there

should be fewer commission firms; consequently, these two men were
not allowed to go into business.
In the latter part of 1966, the Chicago Livestock Exchange was in-

formed that the stockyard company was going to allow a new com-
mission firm on the market financed primarily by Harold Heinold, a
registered dealer who, of years, had operated several hog-buying sta-
tions in the country, and that this firm would ndt have to be a member
of the exchange. Prior to this, only two cooperatives, namely, Farmers
Union and Interstate Producers, operated commission firms at Chicago
without being exchange members. One of the original stipulations
made by the stockyard company was that he bring in new personnel
for salesmen rather than hire help away from existing commission
firms. This stipulation was disregarded and finally condoned by the
stockyard company. He hired two young hog salesmen away from two
commission firms that were operating a profitable, efficient hog busi-
ness, and he was also dickering with currently employed cattle sales-
men. The exchange objected to letting a new firm come in under these
conditions and I believe rightfully so.
Our reply from the stockyard company was that they had made

their decision and were not going to be put in any position to defend it.
We as an exdhange then went to the Department of Agriculture

through the Chicago office of the packers and stockyards division, with
the argument that this new firm as set up was in violation of regulation
201.67 of the Packers and Stockyards .Act of 1921, as amended. This
regulation states:
No packer subject to the Act, or independently operated and separately regis-

tered dealer shall have an ownership interest in, finance, or participate in the
management or operation of a market agency Selling livestock on a commission
basis * * *.

Our answer from the Department of Agriculture was that they were
no longer enforcing this regulation because it was inconsistent with
other regulations, and as a result on January 1, 1967, the United Com-
mission Co. started business.
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Gentlemen, when a specific regulation like this can be enforced or
omitted at the discretion of the Department of Agriculture what pro-
tection can the market agencies expect from the vague terms fair, rea-
sonable, and nondiscriminating that the Department of Agriculture
representatives repeatedly propound?
There is one good result that could be accomplished by the amend-

ment to section 303 and this was the testimony in serial K in the House
hearings, the gist of most of the testimony favoring the stockyard
owners is that commission firms, selling livestock at a terminal stock-
yard are injuring their consignors if they dilute packers' buying needs
by "off market" transactions with the same packers who are buying
from them at the stockyards. With this point I readily agree, and the
Chicago Livestock Exchange has rules preventing any member from
making "off market" deals.
For a while Interstate Producers at Chicago which is not an ex-

change member firm had a program whereby they operated as a
market agency at Chicago and also set up a contract system with the
livestock feeder under which they would bring buyers to his feedlot.
They would thereby collect a commission whether the producer shipped
to the stockyards or sold direct. Our exchange protested this program
on the basis that it undermined our price setting competitive market-
ing system by giving the packers all opportunity to dilute their buying
needs. Disregarding our protest Interstate Producers initiated this
program. The stockyard company also objected to this policy, but said
that they did not have the authority to stop it.

This, however, makes it hard to understand why they later allowed
the United Commission Co. to come on the Chicago market without
requiring them to be an exchange member. They gave up the only
control that they had. If the new firm had to belong to our exchange
we could stop this, but they allowed them to come in without belonging
to our exchange.

Senator JORDAN. You mean the Department of Agriculture?
Mr. SCHRAMM. No the Chicago Stockyard Co. All they had to do

is let them be handled like any other firm, be a member of our exchange
and this problem would have been solved.

Therefore, instead of giving the stockyard owners blanket authority
over the market agencies as this amendment would, why not spell out
this specic control in an amendment. The argument that the stock-
yard owners also need this proposed amendment in order to have the
authority to expel drunks, tollkeepers, and painters engaged part time
in the commission business don't hold water. Regulation is not neces-
sary, because competition eliminates this man, and I can't see where
the stockyard owners have to fear the courts in restraining a man that
is definitely detrimental to the industry.
One of the best. statements made in opposition to the proposal to

amend section 303 was by Paul Woodson, president, St. Louis Live-
stock Exchange, in his letter addressed to the Honorable Graham
Purcell entered on page 77 of serial K. I quote:
A market agency which sells a producer's livestock does so as the producer's

agent. Over the years the selection of a market agency by the producer has been
guided by the producer's confidence in the knowledge and expertise of the market
agency in the selling of livestock at the highest prices available and at a cost
which can be calculated in advance. This knowledge and expertise of a market
agency does not depend on its size or on the relative number of head which it
handles, though such factors may, and often do, determine whether a market
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agency is operating with a minimum degree of efficiency which will return a
Profit at the approved rates and charges sufficient to enable it to continue its
operations. Moreover, the producer's confidence in a particular market agency
is grounded on experience, either his own or that of other producers which
has come to his knowledge, and involves a reliance on the personal judgment
and advice of the agent The best interests of livestock producers who wish to
sell through market agencies require not only that such agencies be independent
and free from control by other private interests at the stockyards, but also that
there be active competition and as wide a choice as possible among market
agencies registered.
H.R. 6231 proposes to amend section 303 of the Packers and Stockyards Act

to impose a monetary penalty upon any person carrying on the business of a
market agency at a stockyard "unless * * * the stockyard owner has determined
that his services will be beneficial to the business and welfare of said stockyard,
its patrons, and customers, and has given written authorization to such person."
Thus, the producer's choice of a market agency would be completely limited to
a choice among market agencies preselected by the stockyard owner.

The gist of his statement was that this proposed amendment to sec-
tion 330, that the producer's choice of a market agency would be com-
pletely unlimited to a choice among market agencies preselected by the
stockyard owner.
Next let us look at the proposed amendment to section 304. The pres-

ent law reads:
It shall be the duty of every stockyard owner and market agency to furnish

upon reasonable request, without discrimination, reasonable stockyard services
at such stockyard * ".

The proposal as analyzed by Secretary of Agriculture Orville L.
Freeman, in his letter to W. R. Poage states on page 2 of serial K:
It would relieve the stockyard owner or market agency of a duty to furnish

stockyard service to all persons upon reasonable request without
discrimination * * *.

In essence this would allow the stockyard owners to refuse a market
agency any service requested on behalf of the producer as long as they
refused everyone. I am not so naive as to think that stockyard own-
ers will expect to operate a stockyard without providing some serv-
ices, but I have my conclusions as to what will be done by stockyard
owners if section 304 is amended.
In my capacity as president of the Chicago Livestock Exchange

I have consulted with stockyard company officials at Chicago. It has
already been suggested that the market agencies do their own feed-
ing. The stockyard company would deliver a load of hay to our alley
and we would feed the individual pens, with a similar arrangement
for other grains. Presently they feed our pens individually the
amounts that we order.
They also suggested that each market agency clean its individual

pens and pile the manure in the alley to simplify the stockyard com-
pany's disposal. Presently they do the entire cleaning job.
For several years now most market agencies have cooperated with

the stockyard company request that we have a yardman on duty at
night to take cattle from the unloading docks to expedite handling,.
This enabled the stockyard company to reduce their previously re-
quired number of men at each unloading dock and still maintain an
orderly handling of unloading trucks. Previously this was handled
completely by stockyard company personnel.
From this it is easy to understand why stockyard owners want fewer,

and larger staffed commission firms. It would make available more
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market agency personnel to perform the menial services that are
presently the statutory duty of the stockyard owner to perform.
I would add to Mr. Woodson's comments on the need of a wide

choice of market agencies for the producer to choose from. Chicago has
found that large numbers of market agencies are needed so as to pre-
vent any buyer or coalition of buyers from buying all the cattle or all
the hogs on the market to the exclusion of their competitors. The
turn system of flipping for a turn has never existed in the cattle or
hog alleys in Chicago.
Next let us look at the proposed amendment to section 307 which

adds a new paragraph (b) :

It shall be the responsibility and right of every stockyard owner * * * — * * *
to prescribe rules and regulations and to require those persons engaging in or
attempting to engage in the purchase, sale, or solicitation of livestock at such
stockyard to conduct 'their operations in a manner which will foster, preserve,
or insure an efficient, competitive public market.

Mr. Ralph A. Walter, a member and former president of the Chi-
cago Live Stock Exchange, and member of the Chicago Bar Associa-
tion who accompanies me at this hearing gave a complete, direct, and
legal basis for rejection of this proposal in his letter of August 21,
1967, to the Honorable William M. Colmer, chairman, Rules Com-
mittee, House of Representatives, and every Member of the Senate
and House was mailed a copy of this 14-page document. I refer to page
9 of Mr. Walter's document and I quote:

The proposed amendment of section 302(a) (u U.S.C. 202 (a) by the words
managed for profit or nonprofit as a public market for livestock producers,
feeders and buyers make the stockyard company a private enterprise business
and not a public utility. The same concern is not expressed for market agencies
who "subject to reasonable regulation in the public interest, the management
and right to control the policy of a business affected with a public interest
belong to the owners." (Acker v. U.S., 12 F. Supp. 776, 779). The Department of
Agriculture now proposes that such reasonable regulations of a business—namely
a commission firm which is subject to regulation because of a public interest
shall be exercised by a private business—provided the amendments are passed
by Congress.

Some arguments by proponents of this legislation giving stock-
yard owners the right to prescribe rules and regulations are as follows:

Secretary Freeman on page 3 of serial K in his letter of June 5, 1967,
states, and I quote:

For example, an addition to the need to control the matters referred to
above, some stockyard owners have determined that substantial savings could
be effected by a centralized computerized bookkeeping and paying system. A
single bookkeeping and paying system at a stockyard might replace 25 to 50
separate accounting systems, leading to reduced marketing costs.

Mr. Walter on page 6 of his letter to Mr. Colmer points out the
following:

Such a statement indicates that this is a stockyard sponsored bill rather
than of the Secretary and Department of Agriculture. How else can the state-
ment be accounted for as Donald C. Campbell, Acting Administrator, Packers
& Stockyards Administration on June 6, 1967 proposed an amendment to regula-
tion 201.61 of title 9 of the regulations under the Packers & Stockyards Act
of 1921, as amended which would forbid the bookkeeping of one market agency
by another market agency thereby requiring two bookkeeping and paying
systems instead of one.
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Gentlemen, June 5 and 6, 1967, were the very dates of the hearings
before the Subcommittee on Livestock and Grains recorded in serial
K.
On page H12750 of the Congressional Record—House, Mr. Purcell

in his testimony before the House at the time of the passage of this
bill gives this same example regarding a centralized computerized
bookkeeping system as a reason for the necessity of this legislation and
states that presently stockyard owners generally are afraid to put
such practices into operation, because the ability of the stockyard
owner to regulate even these normal activities is open to ctuestion.
On page 12753 Congressional Record—House, Mr. Cahill asks

Mr. Purcell to explain to him the statement on page 9 of serial IC;
namely,

Consequently, many stockyard owners fear to exercise authority which they
probably now have.

Mr. Purcell answered and I quote:
Because the law is unclear, courts have held that some actions of stockyard

owners were prohibitive, resulting in civil liability * * *.

Mr. Walters here has made intensive study and can find no case of
law to substantiate this statement.

Senator JORDAN. Who made that statement?
Mr SCHRAMM. Purcell made that statement and it was questioned

by Cahill. That is on page H12735 of the Congressional Record of
the House.
Mr. Charles B. Jennings in his testimony before the House commit-

teet president of the American Stockyards Association, on page 31 of
serial K gives a specific example of why stockyard owners need the
right to prescribe rules and regulations. He states that their inability
to be more selective in the individuals making up market agencies on
the markets have tied their hands so that they could not change with
the rapidly changing industry. He states that since the passage of the
Packers and Stockyards Act, stockyard companies have been hampered
in being selective at all.

Gentlemen, first of all I doubt very much if any stockyard owners
gave much thought to this point before 1921, and secondly, I cannot
follow his reasoning that stockyard owners have been hampered. For
several years now the stockyard company at Chicago has promoted a
program to secure college-trained personnel as livestock salesmen.
The market agencies gave full cooperation and support to this pro-
gram by hiring every man recommended by the stockyard company
and even requested more. The Chicago Live Stock Exchange even
amended its rules to cooperate more with this program. Formerly a
man had to work with livestock at the yards for a period of 3 years
before being eligible to hold a membership in the exchange. We amend-
ed this rule so that there was no time limit. It was left to the discretion
of our membership committee and board of directors, that after screen-
ing and interview if the applicant was qualified to sell livestock and
was of legal age, of good character, intelligence, reliability, and credit,
he then would be eligible for membership.
Why can we not get more college graduates and why have several

already left the stockyards? The market agencies cannot compete in
the labor market. Mr. Walter on pages 2 through 5 in his letter to Mr.
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Colmer (previously referred to) and in his letter to the Hearing Clerk,
Administration Building, Washington, D.C., concerning rate orders
and vacations of such rate orders, a copy of which also was sent to
every Member of Congress, goes into detail showing how the Depart-
ment of Agriculture deprived every market agency of the margin pro-
vided in the basic rate order of March 12, 1934—in the case of Chi-
cago-25 percent of the permissible rates. If it were not for this then
market agencies would have been able to compete in the market for
college educated personnel and could have had funds for training and
promotional programs such as every other industry today.
I find no reference in any of the testimony regarding the stockyard

owners improving the character of their employees. It is true that the
market agencies are the selling forces.
Here is another point that conies up. It was mentioned today and

yesterday, and it was mentioned by the Department of Agriculture
representatives, that we are the selling arm of the stockyard com-
pany. We are not an arm or a branch of the stock-yard company. We
are the agent for the producer acting in his behalf, and this agent is
paying us a commission for selling and handling his livestock as far
as sorting, and he is paying the stockyard company revenue through
yard and charge for the use of the facilities which includes the pens,
the weighing, and so forth. So we are not a branch of the stockyard
company. But very often the first contact by the trucker or producer
is with the stockyard employee at the unloading dock. Ask any stock-
yard owner if they have been remiss or lax over the years in under-
estimating the importance of the caliber and character of this em-
ployee. My experience says that they would have to admit their guilt.
Another argument by proponents of the bill is the necessity for the

stockyard companies to enforce regulations requiring market agencies
to hire a salesman for each species of livestock. This definitely is not
a requisite to run an efficient and competent market agency. It over-
looks the personal association that exists between the producer and
his commission man. I have customers shipping both heifers and
steers to me because they have confidence in my judgment of livestock
and ability in getting the feel of the market. The market could lose
this man if I were restricted to sell only one species. There are many
salesmen who can do a better job handling more than one species than
some who are handling only one species. This is inherent in human
nature. Some people have greater faculties, intellect, and business
acumen than others, and don't disregard experience. This terminology
of one species of livestock could be very misleading to some members
of the committee.

Senator JORDAN. May I interrupt at that point?
Mr. SCHRAMM. Yes.
Senator JORDAN. In my opinion there would probably be places

where, if the man you speak of were restricted to one species, there
wouldn't be enough business for him to live off of.
Mr. SCHRAMM. That is very true.
Senator JORDAN. He would need to handle maybe more than two

kinds of livestock—maybe sheep, cattle, and hogs, all three of them.
Mr. SCHRAMM. Let me clarify that a little for you, Mr. Chairman.

This terminology of one species of livestock could be very misleading
to some members of the committee.
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On the major markets one man might sell different classes of cattle,
but he does not also attempt to sell hogs or sheep.
When they talk about species they talk about a bull salesman or a

fat cattle salesman. They are not referring that one man would go
from catttle to hog to sheep. That is not done.

Senator JORDAN. They don't do that?
Mr. SCHRAMM. No, not on any market of any size. I would say all

terminals would come under that classification.
As far as one species, one man can do better than another.
Mr. Elmer R. Kiehl, dean of the School of Agriculture, University

of Missouri, Columbia, Mo., on page 5 of serial K, he made a state-
ment before the House committee, and I believe he submitted a state-
ment here that is similar.
He makes mention that inefficient market agencies with resulting

high costs may influence the setting of high charges (subject to P. & S.
approval) which restricts the ability of a terminal market to compete
with other livestock markets, and by the provisions of this bill im-
provements favorable to livestock shippers may be expected in two
areas first, lower real costs of marketing through the terminal and,
second, improved service.
Gentlemen, these market agencies can't be so inefficient when

actually at the present time real costs of marketing through the ter-
minals are the lowest of any method of marketing, including direct
selling.
Let me prove this point with statistics. For several years commis-

sion rates at terminals, although having regulated rates, have approxi-
mated one-half of 1 percent on cattle and 1 percent on hogs.
Add to this the cost of feed, fire insurance, and the stockyards com-

pany's yardage charge and the total real selling cost of terminal mar-
keting approximately doubles those figures; namely, the total selling
cost is approximately 1 percent on cattle and 2 percent on hogs. Trans-
ferred to cost per hundredweight the total selling cost averages ap-
proximately 30 cents per hundredweight. Rates at auction markets
are not uniform and run considerably higher, usually their charges
are from 2 to 3 percent. Direct selling has no real selling costs.
Now, let us look at the complete picture; the packer has procure-

ment costs regardless of where he purchases livestock, and this is
indirectly transformed into the producer's selling cost.
A recent research project conducted by the Department of Agricul-

tural Economics at the University of Pennsylvania showed that pro-
curement costs of a packingplant located near a terminal market
and purchasing solely on the market were 16 cents per hundredweight.
When the packingplant's buyer traveled from farm to farm in quest
of supplies his procurement costs were 67 cents per hundredweight.
Auction market procurement costs fell in between these figures. If
auction selling costs and buying costs are higher, naturally their
total real marketing costs are higher, and without any real selling costs,
direct selling still has the exorbitant total market cost of 67 cents per
hundredweight. The loss occasioned by failure of the livestock owner
to receive payment to the extent of millions should be added to the total
cost to the livestock producer. This legislation, gentlemen, is not being
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opposed by a group of weak, inefficient market agencies who fear the
threat of being expelled. It is being opposed to by the large, efficient,
and fully staffed firms who have no reason for this particular fear. It
is opposed by the river markets group, and the livestock exchanges of
Omaha, Sioux City, Chicago, St. Louis, and Kansas City. If these
organizations thought that this proposed legislation would increase
terminal market receipts and enable them to more efficiently cope with
the decentralizing trend, what possible reason could they have for
opposing it? They must fear from past experience that policies adverse
to their interests recommended by stockyard owners would be put
into effect if granted the power authorized in this bill. Some of these
regulations feared have already been recommended and suggested by
various stockyard owners; namely, (1) to dictate when, where, and
how often market agency personnel should solicit business; (2) dictate
how many salesmen each market agency should have; (3) operate an
auction, which would admit superiority to our private treaty system,
and would be so time consuming for any volume that it would be
inefficient, and it could replace market agency personnel with an
auctioneer, whereby the market agencies could possibly be forced to
give up 46 cents of the rate which they receive for their selling function
of one bovine animal. (This fact was pointed out by Mr. Walter on
page 11 of his letter to Mr. Colmer) and (4) a demand of a guaran-
teed minimum yardage to be paid by a market agency as proposed by
the owners of the National Stock Yards and brought to the attention
of the committee by Mr. Woodson in his statement on page 78 of
serial K.

Senator JORDAN. Is there any auction now, any cattle sold through
these yards at auction?
Mr. SCHRAMM. At Chicago?
Senator JORDAN. Any of the big yards?
Mr. SCHRAMM. Yes. Once a year we have a feeder auction at Chicago.

I understand other yards have some feeder auctions. I am not aware
that they are at terminal markets also operating a fat cattle auction.
Senator JORDAN. You don't have any daily auction of cattle there?
Mr. SCHRAMM. No.
Senator JORDAN. That is what I wanted to know.
Mr. WALTER. No, sir.
Mr. SCHRAMM. I can sincerely say from my experience that most

producer complaints over the years have been about the laxity and
inefficiencies of the stockyard companies rather than the inefficiencies
of the market agencies. Namely, complaints that trucks had to wait in
line longer to unload than it took to drive to Chicago; pens in bad con-
dition for lack of cleaning; and abusive language and treatment by
stockyard company employees handling unloading of livestock. For
years stockyard company officials were independent with the opinion
that livestock had to come there; whereas, market agencies always had
the competition of each other. I am happy to say that in recent years
some efforts by stockyard owners have been made to correct these
evils.
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Considerable testimony in serial K concedes that where there are
strong exchanges such as in the River Markets Group, there is no need
for this type of legislation. Why, then, saddle us with unilateral con-
trol which could possibly be to the detriment of our market?
That, gentlemen, concludes my testimony pertinent to the issue at

hand; namely, the proposed amendments contained in S. 1149.1 would,
however, appreciate the chance to point out a few facts that are de-
finitely relevant and vital to the intent of this bill.
Mr. Purcell in introducing this bill points out a basic law of econo-

mics on page H1906, Congressional Record, House; namely:
As the number of livestock sold under other than competitive conditions in-

creases, there is less likelihood for any livestock to be sold at its true value.

On the same page Assistant Secretary of Agriculture Mehren states:
If (terminal) markets should cease to provide effective competition for live-

stock, the need for them would be for the most part, be eliminated. This would
be a serious, if not a fatal blow to the efficient functioning of open competition
throughout our livestock marketing system.

Mr. Leonard of the Department of Agriculture on page 8 of serial K
states that—

Diluting packers buying needs can also lead to lower prices received by ship-
pers who are using the public market.

You have the Department's opinion of the necessity of having
volume at the central competitive markets; however, on page 9 of
serial K Mr. Leonard states:
Our Department does not favor any system of marketing over another. But

we would like producers to have available a reasonable number of marketing
alternatives.

Mr. Campbell of the Department of Agriculture states on page 22
of Serial K that—
In looking ahead 10 to 15 years, some economists, including economists in our

own department feel that terminal markets may not be here 15 years from now.

Following their arguments stating the necessity of terminal markets,
I claim that the Department of Agriculture is bound by law to support
the terminal market, and stop any system that is giving the packer
a chance to dilute his buying needs.
I refer to the findings in the "Report of the National Commission. on

Food Marketing, June 1966," page 87:
The Packers and Stock Yards Act 1921 (U.S. Code, Title 7, sections 189-299)

is among the important laws specifically designed to preserve competition in food
marketing and distribution.

On page 86:
Specific regulatory legislation in the food industry has typically been given

to the Department of Agriculture rather than the antitrust agencies. * * * But,
since the subject here is the economic regulation of the food marketing system,
attention is direced toward those regulatory statutes whose major objecive is
the maintenance of competition, whether accomplished by eliminating anticompeti-
tive practices or by creating an orderly marketing system for agricultural
commodities.

89-488-68-8
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References are made to the Sherman Act of 1890 and the Federal
Trade Commission and Clayton Acts of 1914. These acts were intended
to inhibit any method of competition that might adversely affect the
competitive process, and to inhibit business activities which had the
effect of substantially lessening competition or tending toward
monopoly.
They conclude on page 85 that these acts' broad prohibition against

unfair methods of competition and unfair and deceptive acts and
practices indicate that there is no lack of substantive authority to
insure a market free of crippling and undesirable trade practices.
Some parties argue that we can't infringe upon the rights of the
producer to choose his method of marketing; however, doesn't it make
a difference who initiated this system, the producer or the packer,
and for what purpose? The packer initiated it to avoid the squeeze
of the market's competitive forces, when the so-called small packer's
position was strengthened by the wide use of Federal grades for beef,
which makes it easy for small and new firms to compete for customers
on equal terms with packers whose trade names were already well
known. Most of the livestock feeders today realize the evils and fear
the results of direct buying, but feel that the system is firmly estab-
lished and that they have to live with it.
Some of the reasons stated for the validity of the Packers and Stock-

yards Act of 1921, in the Stafford v. Wallace case in 1921, are prevalent
in direct buying today. First, packers controlling facilities for weigh-
ing. Most livestock sold direct today are weighed on the packer's scales.

Senator JORDAN. Do they pay for them on the weight as they enter
the packer's yard, or wherever they receive them?
Mr. SCHRAMM. At the packinghouse there is a scale and a limited

amount of pen space to receive direct shipments.
Senator JORDAN. That is the weight they pay on?
Mr. SCHRAMM. In some instances. In some instances they weigh and

pay that weight, or there are methods, too, where they weigh and the
understanding of the sale is there would be a pencil shrink, anywhere
from one to four, so they are weighed and then also the shrink is
deducted.
Senator JORDAN. What I am trying to get at is—are they weighed

at the stockyards?
Mr. SCHRAMM. No; at the packer's own facilities. His own plant, not

at any neutral stockyard; no.
Senator JORDAN. They are not weighed at all in the stockyards?
Mr. SCHRAMM. Not on a direct sale. One a direct sale they go directly

to a packer, and they are weighed on his scales.
Senator JORDAN. Other testimony that was offered here concerned

the services rendered by the stockyards, such as weighing, feeding, and
so on.
Mr. SCHRAMM. Yes.
Mr. WALTER. That is at the terminal market.
Mr. SCHRAMM. That is the cattle consigned to a terminal market

to be sold. They are all weighed on stockyard sales.
Senator JORDAN. Does the packer who buys that accept that weight

or does he weigh them again?
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Mr. SCHRAMM. Oh, no; he definitely has to pay on that weight.
Mr. WALTER. Title passes as they cross the scale.
Senator JORDAN. I see.
Mr. SCHRAMM. Second, "wiring on" which referred to a feeder not

being satisfied with one market would ship east to another market.
Packers would have advanced information on the shipment and not
compete or bid any more at the second destination. Today packer-buy-
ers bidding on the livestock in the feedlot have information, mostly
through the truckers, when a man is shipping his livestock to market,
and generally will not compete on this livestock on the market, and
in several instances have been waiting at his farm when he returned
from the market to buy the remainder of his livestock. Third, cases of
collusion among country buyers to set up a feeder by intentionally bid-
ding low have been noted. Fourth, the misleading effect of the yellow
sheet which very often quotes limited sales or undesirable lots of a cer-
tain grade to be standard for the wholesale carcass price. It also
does not show the true dead cost of an animal.
There is one other item I would wanted to bring out. There is one

good result that could be accomplished. I went into that. This is testi-
mony in regard to market agencies taking buyers off. I did mention
that.
In closing I would say the trouble has been that the agency vested

with the authority to deal with antitrust 
in 

has failed to exam-
ine the procurement pattern of packers n off-market transactions to
the detriment of the producer of livestock and to the detriment of the
open, free, and competitive terminal market. There is no excuse for an
agency not to vigorously and effectively enforce the antitrust sections
•of the Packers and Stockyards Act to see what percentage of the pro-
curement patterns of packers in off-market transactions offend the
statute.
I believe, gentlemen, that we are all aware of the importance of the

central competitive markets, and I hope further study of the market-
ing system will follow.
I thank you.
Senator JORDAN. Thank you, Mr. Schramm.
Do you object to all of this bill or part of it, or are you in favor of

some of it, or do you have any amendments that you wish to offer?
Mr. SCHRAMM. In my testimony here I mention that there is one

good thing that could probably come out of it. There would be revi-
sion of a market agency to take buyers to the country, but this amend-
ment as proposed is not specific. It gives complete unilateral authority
to the stockyard company.

Senator JORDAN. Basically, you are opposed to this legislation?
Mr. SCHRAMM. Yes and Mr. Walter had one solution that he men-

tioned in regard to Mr. Whitaker's decision where it wouldn't have to
be an amendment but put certain words in italic.
Mr. WALTER. In the Denver case, a very able decision that was 15

pages long, he just said that those rules should have gone to the Sec-
retary to determine whether they were reasonable or not.
But may I start now, because I have got something to present?
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Senator JORDAN. Yes. How long do you want?
Mr. WALTER. Well, I don't know.
Senator JORDAN. If you don't know you won't be able to finish.
Mr. WALTER. What I have got to say is probably more important

than any testimony that has been given here, because I was the one
that notified Mr. Poage after they had gone to the Rules Committee
of certain things that impair the lawmaking process of the U.S.
Congress, and I appear here because Senator Dirksen realized—I 'told
him there was no adversary proceeding in this legislation, that it was
a stockyard bill, and we are unalterably opposed.

First, I want to identify myself as Ralph A. Walter, past president
of the Chicago Livestock Exchange from 1944 to 1948.
Second, that I am a lawyer and at present on the Administrative

Law Committee of the Chicago Bar Association.
I am entering this statement in the record.
(Mr. Walter's prepared statement is as follows:)
Mr. Chairman and members of the committee, thank you very much for the

privilege of appearing before this committee to express our opposition to S. 1149._
It would appear imperative for an understanding of the Amendments to the

Packers and Stockyard Act, 1921, as amended by H.R. 6231, which was amended`
July 8, 1967 by H.R. 10673, to examine Serial K and the Congressional Record of
11.R. 10673, in Vol. 113 No. 155 of the 90th Congress on September 29, 1967 as
well as the Report of the National Commission on Food Marketing of June, 1966,
based on Public Law 88.354 as amended by the 89 Congress.
Men, who have believed that they were entrepreneurs in the American free

enterprise system, who have been the selling representatives of the livestock
producer in the United States and sometimes Canada as the price determining
market of the United States naturally are interested in the basis for amendments.
which will change their duties at the marketplace and may seriously diminish
their ability to protect their consignor and owner of the livestock and even,
destroy the private treaty free, open and competitive market.
We believe that the producer of livestock would expect no less from us.
First, I will address myself to the proposition stated by the Department of

Agriculture as the proponents of the bill and Mr. Jennings as President of the
American Stock Yards Association in Serial K and the Honorable Mr. Latta and
the Honorable Graham Purcell and the Honorable Catherine May that the stock-
yards were monopolies. It so happens that Mr. Bruce Stafford was President of
the Chicago Live Stock Exchange and tested the constitutionality of the Packers
& Stockyard Act in our behalf and at our expense in Stafford v. Wallace 1921,
258 U.S. 495.
Mr. Chief Justice Taft states in his opinion for the court:
"The Packers and Stockyards Act of 1921 seeks to regulate business of the-

packers done in interstate commerce and forbids them to engage in unfair,
discriminating, or deceptive practices in such commerce, or subject any person
to unreasonable prejudice therein, or to do any of a number of acts to control
prices or to establish a monopoly in the business.
"The chief evil feared is the monopoly of the packers, enabling them unduly

and arbitrarily to lower prices to the shipper who sells, and unduly and arbi-
trarily to increase the price to the consumer who buys. Congress thought that
the power to maintain this monopoly was aided by control of the stockyards".
(Incidentally on February 27, 1920, in the Supreme Court of the District of
Columbia a decree against Swift, Armour, Cudahy, Wilson and Morris and con-
sented to by them enjoined the packers from doing many acts in pursuance of
a combination to monopolize the purchase and control the price of livestock * * *
and from continuing to own or control, directly or indirectly, any interest in any
public stockyard market company in the United States.)
"The Act, therefore, treats the various stockyards of the country as great na-

tional public utilities to promote the flow of commerce from the ranges and
farms of the West to the consumers in the East. It assumed that they conduct a
business affected by a public use of a national character and subject to national:
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regulation. That it is a business within the power of regulation by legislative
.action needs no discussion. That has been settled since the case of Munn v. Illi-
nois, 94 U.S. 113 Professor Ernest Freund in his Standards of American Legis-
lation at p. 203. It (the elevator business) was nevertheless declared to be

• affected with a public interest on the basis of the obscure public or common call-
ing of the common law, and the reliance upon certain monopolistic features
which distinguished the business as carried on in Chicago was tacitly dropped in
.a later case coming from North Dakota (Brass v. North Dakota, 153 U.S. 391)."

Mr. Justice Shiras (153 U.S. 391) at 403 states:
"Great stress is laid upon expressions used in our previous opinions Munn

v. Illinois 94 U.S. 113 and Budd v. N.Y. 143 U.S. 517"—Such efforts, on the part
of judges, to justify to citizens the ways of legislation are not without value,
thus they are liable to be met by the assertion of opposite views as to the prac-
tical wisdom of the law thus the real question at issue, namely, the power of
the legislature to act at all, is obscured."
From the above, it seems the discussion as to the monopolistic position of the

stockyards becomes specious and should not be advanced as the basis of return-
ing the stockyard companies back to the private sector and the control of market
agencies by the Stockyard companies.

It would also appear important to the producers and owners of livestock and to
the stockyards themselves as well as to the market agencies that the real basis
•of legislative control is recognized as that of a business affected with a public
interest, as the Packer and Stockyard Act 1921, is recognized as being directed
against the monopoly of packers and Title II—Packers sec. 202 is the antitrust
division of the Packer & Stockyard Act.
In Wilson & Co. v. Benson 1961 286 F. 2d 891,'at 895 Judge Duffy states: "From

the legislative history it is a fair inference that, in the opinion of Congress,
Sec. 2 of the Clayton Act, Sec. 5 of the Federal Trade Commission Act and the
prohibitions in the Sherman Anti-Trust Act were not broad enough to meet the
-public needs as to the business practices of packers. Sec. 202 (a) and (b) of the
Packers and Stockyards Act was enacted for the purpose of going further than
prior legislation in the prohibiting of certain trade practices which Congress
considered were not consonant with the public interest."
We submit that the Department of Agriculture who is the proponent of the

amendments to H.R. 10673 which is now S. 1149, have failed to protect the live-
stock producer and the free, open competitive markets from the unfair, dis-
criminating or, deceptive practices of packers for which the Packers & Stockyard
Act was passed.
I quote from the Report of the National Commission on Food Marketing June

1966 at page 87 :
"The packer section seeks protection for industry and public by creating a

maximum competitive environment. It operates as a meat industry counterpart
of the Sherman, Robinson-Patman and Federal Trade Commission Acts, with
similar scope and responsibility. To this end, its major sections forbid discrimina-
tory prices or deceptive practices, conspiracies to allocate supply and fix prices,
and conspiracies to reduce competition in other ways."—"From its inception
in 1921 until 1958, the act was given very low priority, within the Department,
and very little in the way of supervision of competition resulted, especially as
concerned meat packers. Then in 1958, Congress amended the Packers & Stock-
yards Act :—In livestock procurement cases, price fixing, allocation of product
supply, and refusal to pay for livestock have been active areas of division work."

Also from the Text of Findings & Conclusions (ch 13) submitted by Congress-
man Graham Purcell to the National Commission on Food Marketing on May 9,
1966 and also approved by Senator Roman Hruska, Senator Thruston Morton,
Congresswoman Catherine May, Mr. William Batten, and Mr. Albert Mitchell:
(P. 185) "We likewise find that the antitrust enforcement agencies are better

equipped than the Department of Agriculture to investigate and prosecute anti-
trust violations."
(P. 108) "By perishable farm foods, we mean livestock.
"We believe it important that an agency reporting directly to the Secretary

shall be established within the Department of Agriculture to administer the
laws regulating competition in the marketing of perishable farm foods."
I quote from Swift & Co. v. U.S., 196 U.S. 375 (1905). Mr. Justice Holmes

states:
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"6. In order to restrain competition among themselves as to the purchase of
live stock, defendants have engaged in, and intend to continue, a combination for
requiring and do and will require their respective purchasing agents at the
stockyards mentioned (Chicago, Omaha, St. Joe, Kansas City, St. Louis and
St. Paul) where defendants buy their livestock, to refrain from bidding against
each other 'except perfunctorily and without good faith, and by this means
compelling the owners of such stock to sell at less prices than they would receive
if the bidding really was competitive.'"
(P. 400) "We are of opinion further, that the charge in the 6th section is not

too vague. The charge is not of a single agreement but of a course of conduct
intended to be continued. Under the Act (Sherman) it is the duty of the Court,
when applied to, to stop the conduct. The thing done and intended to be done
is perfectly definite, with the purpose mentioned, directing the defendant's
agents and inducing each other to refrain from competition in bids."
I suggest that such charges can be made in off market transactions and the

reach of Section 202 (2) and (b) is more certain and effective than the Sherman
Act.
The Department has failed to live up to its obligation to protect the market

and the livestock producer but by a pattern of distortion has come forward
with amendments which will not add one animal or one buyer to the free and
open and competitive market.
To substantiate my charge of distortion, I incorporate in full the 14-page state-

ment made by me to the Honorable William M. Colmer, Chairman, Rules Com-
mittee of the House of Representatives, on August 21, 1967—too late to be incor-
porated in the proceedings before the Agricultural Committee of the House of
Representatives so that it may become a part of the record of the Senate's hearing
on S. 1149.

(The attachment to Mr. Walter's statement is as follows:)
CHICAGO, ILL., August 21, 1967.

Hon. WILLIAM M. COLMER,
Chairman, Rules Committee,
House of Representatives, Washington, D.C.

DEAR Mn. COLMER : The first instance where the proponent of Bill # H.R.
6231 which was amended to H.R. 10673 deliberately misled the forum to which
he is addressing his arguments that the Packers & Stockyard Act, 1921 as
amended, should be further amended so as to fit the present economics of the
business is at page 25 of Serial K where the Department of Agriculture offers
the rate case of the commission firms at Chicago as a basis for the Stockyard
owners authority at the present time.

It does not require a great deal of intelligence to understand the rates
established by the modified rate order of March 12. 1934. but it is necessary
to be aware of the ,existence of the order and apparently the Secretary as well
as the Department of Agriculture are not aware that the market agencies at
Chicago are under a rate order in the light of the Department's statement at
page 27 of Serial K. In a stockyard rate ease, holding that the Secretary had the
power to regulate rates, it was also held that although a stockyard is ". . .
subject to reasonable regulation in the public interest, the management and
right to control the policy of the business affected with a public interest belong
to its owners." Acker v. U.S. 12 F. Supp. 776, 779 (1935) aff. 298 U. 426. We
agree unequivocally with this statement of the law; in fact that is our position
here. This case is the offshoot of Docket 402. I set it before you as the cornerstone
of the right of the market agencies to be free of such controls as the Secretary
and Department of Agriculture recommends to the Congress through the Sub-
Committee on Livestock and Grains of the Committee on Agriculture, House
of Representatives, Ninetieth Congress.
I will address myself to a centralized, computerized bookkeeping and paying

system; to the danger of great monetary damage to the stockyard owner; and
because of free pens, the activities of market agencies should be subject to
reasonable control by the stockyard owner as set forth on page 3 of Sx..rial K
in Secretary Freeman's recommendation of Bill 6231 with the added amend-
ments of H.R. 10673. I will also address myself to other statements of witnesses
who are favorable to the bill and show how irresponsible these statements and
propositions (both of the Secretary, Department and witnesses) are. I shall
disclose how they are an imposition on the forum to which they are presented
and a betrayal of the integrity of the lawmaking process.
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To lay the foundation, I will first set out the items, found by Secretary Wallace,
which compose the total rates on one bovine species, one hog, one sheep, as
follows:

BOVINE SPECIES

Items found by Secretary composing
total rate

Value or
costs as Percent
found by of rate
Secretary,

1932

Yield of
present

rate

Lawful rate
on same
basis as Index or source applied in

existed under lawful rate
order as ap-
plied to 1932
business

Salesmanship $0. 1667 31. 00 $0. 4650 $0. 5013 Price index.
Yarding salaries . 0725 13. 50 .2025 . 3567 Wage index.
Yarding expense . 0075 1.40 .0210 .0225 Price index.
Office salaries . 0750 13.90 .2085 .2253 Do.
Office expense . 0375 7.00 . 1050 . 0700 Modified price index.
Business getting and maintaining . 0390 7. 20 . 1080 . 1240 Formula as used and al-

lowed by 1934 findings.
Administrative and genera I expense .0150 2.80 .0420 .0452 Price index.
Insurance .0085 1.60 .0240 .0085
Interest .0080 1. 50 .0225 .0098 Income tax allowance.

Total cost .4297 79.90 1. 1985 1. 3636
Profit:

To cover management . 0350 6. 50 . 0975 . 1052 Price index.
To cover uninsurable risks . 0040 . 70 . 0105 .0120 Do.

Total reasonable cost and reason-
able profit . 4687 87. 10 1.3065 1.4808

Reasonable spread as found by Secretary
of Agriculture . 0691 12.90 . 1935 .2079 Do.

Permissible rates . 5378 100.00 1.5000 1.6887

HOGS

Salesmanship $0. 0414 21.50 $0.1075 $0.1245 Price index.
Yarding salaries . 0280 14. 55 . 0728 .1377 Wage index.
Yarding expense_ _ _ .0004 .21 . 0010 . 0012 Price index.
Office salaries . 0250 13. 00 . 0650 . 0753 Do.
Office expense . 0150 7. 80 . 0380 . 0280 Modified price index.
Business getting and maintaining .0120 6.20 .0310 .0388 Formula as used and

allowed by 1934 findings.
Administrative and general expense .0155 2.86 . 0143 . 0166 Price index.
Insurance .0025 1.30 .0065 .0025
Interest .0025 1.30 .0065 .0030 Income tax.

Total cost_ .1323 68.72 .3436 .4276
Profit:

To cover management . 0125 6.51 . 0325 .0375 Price index.
To cover uninsurable risks .0015 .77 .0038 . 0045 Do.

Total reasonable cost and reason-
able profit.

.1463 76.00 . 3800 .4696

Reasonable spread as found by Secretary
of Agriculture.

.0461 24.00 . 1200 .1386

Permissible rates per Secretary's
rulings.

. 1924 100.00 . 5000 .6082

In the above 1934 order-s, the 'Secretary found it is reasonable to associate a
salesmanship performance of 27,000 head or above of animals of the bovine-
species with a salary of $4,500 and up; a 'salesmanship performance in the case
of hogs of 87,000 head and above with a salary of $3,600 and above; and a
'salesmanship performance in the ease of sheep of 270,000 head and above with
a salary of $4,000 and above.
The average weekly receipts of livestock at Chicago for the first 7 months of

1967 has been 24,300 cattle, 29,000 hogs and 3,184 sheep.
From the above, it is readily seen that Mr. Wallace expected the hypothetical

salesman on such a livestock market should number 47 cattle salesmen, 18 hog
salesmen and one sheep salesman.
The present yield of the tariff rates at Chicago are approximately $1.50 for

one bovine species, 500 for one hog and 33¢ for one sheep.
Such salesmen at the present rate yield would receive an annual salary of

$12,155 as a cattle salesman, $9,532 as a hog salesman and $16,200 as a ,sheep
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salesman. However, at the present rate of weekly sheep receipts based on the
actual sheep arrivals to August 1, 1967, such sheep salesman could only receive
9,934 on the basis of 60X 165,568.
The actual market experience at this time however is 88 cattle salesmen and

30 cattle yardmen; 28 hog salesmen and 6 hog yardmen and 3 sheep salesmen.
Applying the items of salesmanship and yarding 'salaries to the present rate
yield on cattle results in .6675X1,263,600 cattle or $843,453.00 or an average
annual salary of $7,148 for 118 cattle personnel; the same items to the present
yield on hogs results in .1803 X1,508,000 hogs. However, the $18.03 must be
reduced by 2%0 which the commission firm pays the stockyards company to
deliver the hogs to the pens assigned to the particular firm so that .1553X
1,508,000 hogs produces $234,192 or an average salary of $6,888 for the 34 hog
personnel of the market.
Most young college graduates now start at $8,000 and up so it becomes futile

to say as Mr. Jennings does on page 31 of Serial K "We cannot hope to attract
this young educated producer to our way of doing business unless we have sales-
men who are equally capable and as current in their knowledge."
Now as to the statement of Dean Elmer R. Kiehl at page 5 of Serial K

"Because market conditions affecting different classes of livestock do not change
together it is often necessary for an individual to 'specialize in 'selling one class
of livestock." At Chicago where the context of the receipts are approximately
10% cows, 15% heifers and 75% steers, the Wallace formula would permit 5
tow salesmen, 71/2 heifer salesmen and 371/2 steer salesmen. Dean Kiehl's state-
ment 'becomes meaningless when applied to actual conditions. His statement at
page 5 of Serial K "Inefficient market agencies with resulting high cost may
influence the setting of high charges (subject to P & S approval) which restricts
the ability of a terminal market to compete with other livestock markets—costs
of livestock marketing may be greater than they need be if some higthcost
market agencies were to withdraw from business" is absurd. Secretary Wallace
deliberately designed the rate so this could not happen; commission firms who
cannot operate within the rates permitted go broke.
There are 40 registered commission firms in contrast to 106 firms operating

in 1932 who now handle cattle and hogs at Chicago. There are less than 8 firms
registered to handle sheep. In 1932, the average weekly receipts of cattle were
38,572, of hogs 126,967 and of sheep 76,196.

Such thinking as Dean Kiehl's and of Mr. N. K. Carnes at page 74 "One such
rule that we desire to see placed in effect is the one requiring every market
agency to have in its employ a qualified salesman for each species of livestock
handled and sold," results in attempts to insist on 2 hog salesmen to a firm as
was insisted on by the Stockyard Company at Chicago within the year or go out
of business. It becomes obvious when one understands the items composing the
total rate found by Secretary Wallace that a stockyard regulation which would
require 2 hog salesmen k for a firm to remain in business actually becomes a tax
on the right to do business.
The commission rate as set up, 1,508,000 hogs÷87,000 warrant under the

Wallace hypothetical salesman, 18 hog salesmen at Chicago.
Another type of regulation by the stockyards company under the proposed

legislation which commission men fear is as the St. Louis Livestock Exchange
stated at page 78 of Serial K "One such regulation would have required every
market agency which did not pay to the stockyard owner a stipulated amount in
yardage charges annually to pay over the difference upon pain of being excluded
from the stockyard." Even more apparent than the example of the requirement
of 2 hog salesmen, this regulation would be a tax on the right to do business at
the stockyard. If the ratemaker were to allow such charges in the rates, it would
be an unfair burden on the consignor. It is a problem which parallels the judg-
ment that a private business cannot be benefited by the taxing power (Loan
Association v. Topeka in 1875 (20 Wall 635) ).
As the right to engage in a traditionally lawful business, the market agency

will be subjected to the burden to defend such right by spending his money to
upset such a stockyard regulation.
At page 19 of Serial K Mr. Kleppe. Would it be helpful if we were to amend

this bill to state that the Secretary's review is final?
Mr. Leonard. We have never asked for that authority. We have always felt

that if an individual believes the Secretary's decision is wrong that he should
have the right to appeal to the courts.
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I believe the members of the Sub-Committee who are not lawyers should un-
derstand more of what Judge Rarick undoubtedly had in mind at page 10 of
Serial K when he said "These words 'reasonable and nondiscriminatory' I find
very flattering, but just what they mean I do not know." I quote Professor Ernest
Freund from his bgok on Administrative Powers over Persons and Property at
page 88, in regard to the conferring of broad powers of discretion.
*"Another form of emphasizing discretion is by referring for the exercise of

power to the widest scope of considerations, such as public interest (advantage
of, or detriment to, the people) or to tendencies instead of present defects * * *.
Such a form may make judicial control difficult or impossible.
At page 100, Professor Freund observes: "The foregoing review tends to estab-

lish 2 functions of discretion (in addition to its service as an instrument of
flexibility) only one of which is perhaps readily conceded; it may be a 'trial
and error' method of establishing a definite rule, and it may be a disguised
form of setting up a standard not yet reached, or perhaps not fit to be set up,
as the law of the land."
I submit that the proposed amendments do this very thing—set up standard's

which are not fit to be set up as the law of the land.
Now as to Secretary Freeman's statement at page 3 of Serial K, "For example,

an addition to the need to control the matters referred to above, some 'stockyard
owners have determined that substantial savings could be effected by a cen-
tralized, computerized, bookkeeping and paying system. A single bookkeeping
and paying system at a stockyard might replace 25 to 50 separate accounting
systems, leading to reduced marketing costs. Such a statement indicates that this
is a stockyard sponsored bill rather than of the Secretary and Department of
Agriculture. How else can the statement be accounted for as Donald C. Camp-
bell, Acting Administrator in the Federal Register of June 6th, 1967 proposed
an amendment to regulation 201.61 of title 9 of the Regulations under the
Packer & Stock Yard Act, 1921, as amended which would forbid the clearing of
one market 'agency by another market agency, thereby requiring 2 bookkeeping
and paying systems instead of one.
In order to reduce the substantial savings to 'something tangible, I examine

Secretary Wallace's items as to office salaries and office expenses which at the
present time produces 31.350 X1,263,600 cattle and 20.800 X1,506,000 hogs or
$396,138 'and $313,248 respectively for a total of $709,386. There are at present
at Chicago 40 firms of which 32 rent office space of about 60 units 'at $85.00
monthly and 64 office employees of whom 32 answer phone calls and write the
letters at a weekly way of $100 or more. The annual rent approximates $61,000
and the annual wages of $166,400 for 32 basic employees for services which do
not include bookkeeping. $709,386 minus $227,600 becomes $481,786 to pay for
the use of such computer. The question remains most conjectural as to the money
saved, if any. If there is a saving, the further question remains to whom it must
first be allotted—to the business getting and maintaining item which has a sub-
stantial deficit as shown below or to the item of reasonable spread and the proper
lawful rate which the Department of Agriculture has denied to the commission
firms as set out in the chart on bovine species of an estimated 18.870 X 1,263,600
cattle and 10.820 X1,506,000 hogs which results in $238,461 and $162,949 respec-
tively or a total of $401,390 for the year 1967. This amount would help to make
the commission business more attractive to young men.

There also remains one other item of the rate to be examined and that is
business getting and maintaining which amounts to .10800 X1,263,600 cattle and
.0310 cents X1,506,000 hogs or $136,462 and $46,566 or a total of $183,028. One
would reasonably expect that of 116 salesmen at the market 1/3 or 39 would be
out 3 days and driving an average of 1000 miles to get and maintain business.
This would result, on the basis of 1000 miles at 100 per mile, in a car expense
of $100 X 39 and a motel and meal expense of $25 X 39 or $3900 and $975, respec-
tively for a total of $4875X52 weeks of $253,500 which results in a deficit of
$70,472. No allowance has yet been made for telephone calls which should be
charged to business getting and maintaining but that expense must be substan-
tial. As stated above, this deficit must be charged to the profit, if any, of some
other item of the rate structure.

Next, I will address myself to Mr. Freeman's statement at page 3 of Serial K
that "Stockyard owners presently have broad powers to manage and control their

*Copyright Ernst Freund, Administrative Powers over Persons and Property, University
of Chicago. Reprinted by permission of University of Chicago Press.
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stockyards. However, the precise extent of their authority is subject to serious

question. Any mistake by a stockyard owner as to his authority, resulting in

preventing a person from operating in a certain manner on his stockyard, could

result in great monetary damages imposed against the stockyard company."

This statement in fact lacks foundation and borders on an untruth. I chal-

lenge Mr. Freeman to point to one judicial decision where aeat monetary dam-

ages were imposed against a stockyard company.
I invite examination of United States Code Annotated Title 7 U.S.C.-208

Agriculture, Sec. 307 "just, reasonable, and non-discriminatory" the following

cases are cited :—
Serial K Page 7:

Producers v. U.S. 356 U.S. 282 (Stock Yards Co. v. Market Agency).

Farmers L.S. Com. Co. v. U.S. 5 & Fed. 2d 375 (1932), boycott case

of commission firms.
Sullivan Co. v. Wells 89 F. Supp. 137, owner of cattle v. commission

firm.
Birmingham v. Rice Bros. (1947) 26 N W 2d 39. Market agency v.

shipper of livestock.
Inghram v. Union Stock Yards (1937) 303 U.S. 1946, Stock Yard Co.

v. dealer to collect reweigh charges.
Midwest Farmers v. U.S. 34 F. Stipp. 91 (market agencies and em-

ployees forbidden to purchase own cosigned livestock).
Hyatt v. U.S. 276 F 2d 308 (Commission firm false records forbidden).

Berigan v. U.S. (1958) 257 F 2d 852 (commission firm forbidden to buy

feeders sold to feeder dealer on his own orders).
Kirk v. St. Joseph Stockyards 206 Fed. 2d 823, Stock Yards Co. not

liable to owner of sheep destroyed by dogs.
Serial K Page 27:

Farmers Union L. S. Assn. v. St. Paul Union Stockyards 97, F. Supp.

539 (assignment of pens at Billings, Mont. on basis of size rather than

seniority is O.K.).
Wallowa Natl. Bank v. Sevier Com. Co. 287 U.S. 575. (Commission

firm liable as to proceeds to customer on failing to follow instructions.)

Serial K Page 27: Carnes v. St. Paul Union Stock Yards, 1928-175 Mim.

294. (Stockyard company permitted to exclude on basis of Exchange finding

of dishonesty and suspension of 30 days from St. Paul L. S. Exchange. Stock-

yards Co. not allowed to bar from yards when he found employment with a

responsible employer.)
As will be noted, there are 12 cases listed as under Sec. 308. Most of these

cases do not involve a Stockyard company. As noted in the margin, the Depart-

ment cited 3 of these cases as judicial decisions involving the present authority of

stockyard companies at page 26 of Serial K. Two relate to the relationship of

landlord and tenant between the Stockyards Co. and the market agencies. The

other Producers involve the same relationship and the right to exclude because

of off the market transactions.
The 1966 Supplement of United States Code, annotated lists one Case McClure

v. E. A. Blackshare Co. 231 P Supp. 678—sec. 208 unreasonable or discrimina-

tory practices did not confer on Secretary, jurisdiction over alleged nonpayment

where bill was disputed.
Title 7 U.S.C. sec. 213 or sec. 312—prevention of unfair, discriminatory or

deceptive practices cites 7 cases of which 2 are listed under sec. 308:
U.S. v. American Livestock 279 U.S. 435, boycott activities of a commission

firm.
Mirotznik v. U.S. 64 Fed. Supp. 635 (poultry case-license).
U.S. v. Donohue Bros. 59 Fed. 1019 (relates to commission firms use of

proceeds).
Cited under sec. 208: Midwest Farmers v. U.S. 64 F Supp. 91 (market agencies

and employees forbidden to purchase consigned livestock).
Cited under sec. 208:

Berigan v. U.S. 257 Fed. 852. (Market agency forbidden to sell and then
buy the feeders he had sold to feeder dealer to fill his own orders).
U.S. v. Brown 4 F 2d 271—Government sought to prosecute for conspiracy

in boycott by commission firm.
Aikens v. U.S. 282 F 2d 53—Secretary forbids dealer turn sys. Which

clarifies the need of trial de novo by stating "Responsibility for efficient
regulatory operation of matter is in Secretary solely—review is limited to



119

errors of law and to the consideration of sufficeney of evidence forming foun-
dation for factual findings, but weight of evidence and inferences to be draws
therefrom are for judgment of expert and administrative body.
The 1966 Supplement of United States Code annotated shows Capitol Pkg.

Co. v. U.S. 350 Fed 67 which was not a case involving a stockyard company.
(Market agency could order in cattle)

I submit that Mr. Freeman's statement and Mr. Campbell's response to Mrs.
May at page 13 of Serial K "Some of these have been filed in the past" is a gross
misrepresentation to the committee and a fraud on the Sub-Committee and on the
integrity of the law making process.
Mr. Freeman cites Denver Stock Yard Co. v. Livestock Assn. 256 U.S. 282, 289

"If the act does not fit the present economics of the business, a problem is pre-
sented for Congress." But again, he does not quote the case to include Justice
Douglas at page 288 "and the legal problem here would be quite different if the
Act envisaged stockyards as strictly private enterprise." The proposed amend-
ment of sec. 302(a) (7 U.S.C. 202(a) by the words managed for profit or non
profit as a public market for livestock producers, feeders and buyers makes the
Stockyard companies a private enterprise business and not a public utility. The
same concern is not expressed for market agencies who "subject to reasonable
regulation in the public inteerst, the management and right to control the policy
of a business affected with a public interest belong to the owners Acker v. U.S.
12 F Supp. 776, 779. The Department of Agriculture now propose that such rea-
sonable regulation of a business—namely a commission firm which is subject to
regulation because of the public interest shall be exercised by a private business—
provided the amendments are passed by the Congress. I suppose the next step
will be to get the provision as to rate control of Stock Yard Companies repealed
as they will no longer be a public utility and subject to rate control. No longer
a deterrent of market costs. If the purpose of the bill is to give the Stockyard
Company the right to exclude commission firms who are rendering service on
other markets or in off market transactions is really the purpose of the amend-
ments as the statement of Mr. Freeman and of Mr. Leonard would indicate but
Mr. Campbell's statement at page 24 would limit the implications of the amend-
ments to country selling, I suggest that both aspects of control might be accom-
plished by changing to italics in section 304 (7 U.S. 205), at such stockyard to
give effect to Mr. Justice Whittakers very able dissenting opinion of 15 pages in
Denver Stock Yard v. Livestock Assn. 256 U.S. 282.
We are unalterably opposed to the amendment to give the Stock Yards Com-

pany control of market agencies who are the seller's representatives at the mar-
ket. Mr. Leonard's statement at page 9 "our Department does not favor any system
of marketing over another" is contrary to Bowles v. Albert Glauser 61 F. Supp. 428
discussed later. It is also contrary to the views of the late Senator Joseph C.
O'Mahoney of Wyoming. The following is an excerpt from his special "Economic
Freedom and Control of the Market Place," delivered in 1957 at the Ninth Annual
National Pasture-Forage-Livestock Conference at the Livestock Exchange Build-
ing, Omaha, Nebraska.
"The Packers and Stockyards Act was conceived by Congress for the purpose

of breaking the hold the packers were alleged to have held over the price the
producers must be willing to receive and the price the consumers were compelled
to pay. It was felt to be against the public interest for a small group to have con-
trol over the market—a market for the animals on the hoof in one instance and
the market for the meat upon the other. This was a measure in full agreement
with our national tradition of freedom both political and economic. It was in
harmony, with the ancient common law, even with the law of William the Con-
queror who, making a gesture of friendship to the conquered tradesmen of Eng-
land, gave approval about 900 years ago to a law which required the sale of
livestock to be made in the city and before "three faithful witnesses." Somebody
must have known from experience long ago how both producer and the terminal
market may be exploited by direct buying which short cuts the public market. This
was a practice which under the common, law was called "forestalling" and
regarded an unfair practice."
Mr. Bennett at page 70 of Serial K referred to the policy statement as sec.

203.80 of Part 203, Chapter II Title 9, Code of Federal Regulations, subpara-
graph "(C) The Consumer and marketing service does not favor or endorse any
one system of livestock marketing over any other system of marketing." This is
very interesting as to the interpretation of the Department's duty when in Ches-
ter Bowles Price Administrator v. Albert Glauser, Dist. Ct. E.D. Missouri E.D.
July 21, 1945 61 F. Supp. 428, the Federal Judge said "It is the declared public
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policy of the Government to maintain public stockyards Title 7 U.S. C.A. sec.
181 et seg. Governmental supervision of public stockyards has for one of its prime
purposes the maintenance of open and free competition among buyers, aided by
seller's representatives."
Again quoting from sec. 203.8 subparagraph "(e) The Packers and Stockyards

Act does not prohibit a stockyard owner from changing the character of the
market business. Nothing in the act prohibits a stockyard owner from converting
his operations from a terminal market to an alternative method by doing business.
Nothing in the act prohibits the stockyard owner from operating the new busi-
ness alone or in association with other persons, including some or all of the
market agencies previously engaged in business at the terminal stockyards." My
only comment—the Department as proponent of the amendments is most generous
with my life and fortune in giving it away to a stockyard Company.
Besides being protected at common law, it may be vital to the United States

government that the market be protected because of the necessity of centralized
control at the market place to insure observance of controls and the saving of
man power in time of national emergency—which seems ever present with us.
Another paramount consideration in preserving the terminal market is to insure
a supply to the small packer as well as a place for the small producer to sell his
livestock on an equal basis with commercial feedlots.
I must hasten to add that at Chicago, we have only temporary fears that the

Union Stock Yard and Tranisit Co. will become an auction or the selling agency
itself because their view is a matter of record as expressed by the General Man-
ager of the Union Stock Yard & Transit Co. in Swift v. U.S. & The Interstate
Commerce Commission—No. 50-C-1017, 1951, Northern District of Illinois. E.D.
"Carried through to its logical conclusion, the loss of packer directs and a re-
sulting reduction in open market receipts, will bring about a vicious cycle of
higher marketing calks per animal and lighter and lighter receipts. The result
can be only one thing. As the net earnings of the Stock Yard Company become
smaller and smaller, so as to yield little or no profit, the owners of the property
will probably have to find some other use for it than as a livestock market, and
the great Chicago livestock market would then become a thing of the past.-
The above leads to the consideration of the tariff of the stockyards company

and how it leads to the search of other revenues. The rate is based on variables
due to value of property and the volume of the livestock received. The rate of
a commission firm is based on the cost or value of a personal service in relation
to the rest of the economy and not on the number of head of livestock received
at the terminal. If it were otherwise, he would be getting less or more than
what he is entitled to take from the economy.
In St. Joseph Stock Yards Co. v. United States 56 Supreme Court Reporter

720, 723 "(1) First. The Secretary's Findings—the findings are elaborate. They
include detailed findings with respect to the services rendered by Appellant and
its rates, the used and useful character of appellants' property, the valuation
of used and useful land, the value of appellant's structures on the basis of cost
of reproduction new less depreciation, working capital, going concern, fair
value on the basis of the facts found, fair rate of return, reasonable operating
expenses (including repairs, depreciation and taxes) necessary revenue, and
volume of business." The difference in the rate structures and the relation-
ship to total market cost is a temptation to an ill advised revenue seeking
stockyard company to eliminate the market agency without regard for the best
interest of the consignor of the livestock.
At Chicago, within the past 4 years, the Stockyard Company in the quest for

more revenue, insisted on opening its own auction on a Thursday but this was
defeated at the last minute by a determined stand by the market agencies that
they would not give up their selling function for which they receive 46c of the
rate for the sale of one bovine animal to an auctioneer. The market agencies
could not in good conscience receive this money if they did not perform the
service. The foregoing points up to the tragedy of giving to the Stockyard Com-
pany the right "to require those persons engaging in or attempting to engage in
the purchase, sale, or solicitation of livestock at such stockyard to conduct
their operations in a manner which will foster, preserve, or insure an efficient,
competitive public market."
Who is going to ask the stockyard company to provide a suitable pen for the

consignor, water in available and ever present supply, edible hay, corn, oats,
alfalfa and straw, weighing services which does not permit delay with the re-
sulting shrink. I can assure you that it is not the Department who is anxious to
perform these duties under the statute but the independent and free market
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agency who is the consignee and agent of the owner of the livestock who must
face up to the full measure of responsibility if the principal is to secure the full
value of his livestock. 9 Fed. Supp. 864 "The very object of the existence of the
stockyards is to provide the place and facilities by means of which buying and
selling, that is the changing of title, in livestock may be carried on. (Union Stock
Yards Co. of Omaha Ltd. v. U.S.)
I would also cite Producers v. Denver Union Stockyard in U.S. Court of

Appeals. Tenth Circuit Feb. 15, 1957. The stockyard company, being a public
utility, has the inherent right to adopt regulations in regard to those phases of
its business which are secondary to its major functions. These are set out in
Docket 298 ( St. Joe) and Docket 425 ( Sioux City) as 1. to provide a market
place; 2. loading and unloading docks; 3. safeguarding of the cattle. These are
duties of the bailee to the bailor. They are not the duties of the consignee to the
consignor which are the 4 duties of an agent to his principal—loyalty, skill of
the market, obedience to instructions and a full disclosure to his principal.
I next address myself to Secretary Freeman's statement at page 3. "Market

agencies engaged in business at a terminal stockyard are provided with free pen
facilities furnished by the stockyard owner. Their activities at a stockyard
should, therefore, be subject to reasonable control by the stockyard owner. I refer
to Houfburg v. Kansas City Stock Yard Co. of Maine 283 S.W. 2d 539 Supreme
Court of Missouri, 1955 and cited by the Department at page 26, Serial K which
belies Secretary Freeman's statement at page 542 where Holman, Commissioner
states: "It appears that the relationship of landlord and tenant existed between
the Stockyards Company and Producers." The only substantial evidence of the
details of the rental agreement came from Mr. Dillingham, President of the Stock
Yards Co. who testified that in September 1949, the Company had an oral "leas-
ing agreement with Producers whereby office space and 106 pens were provided
for a rental of $285 a month plus a charge per head on each head of livestock
placed in the pens." Page 544, the very page the Department chose to cite, a
dicta as to monopoly and the right of control of the stockyard company which
was not relative to the personal injury suit by the employee of the tenant, the
commissioner stated more in detail, we think that under the Act this defendant
was required to have pens available for the use of shippers who desired to
market or purchase livestock without using the services of a commission com-
pany. It also had a duty to furnish facilities to market agencies and dealers."
I submit that, although this is not a quasi judicial proceeding, but a legislative

proceeding to allow Congress to perform one of its most important functions—
which relate to its very right to be—the production of law which has the inherent
quality of law. The standard required from the Department in this proceeding
should be no less than Mr. Chief Justice Hughes stated in #581—October Term
1937 in the Morgan Case page 5, "Those who are brought into contest with the
Government in a quasi-judicial proceeding aimed at the control of their activities
are entitled to be fairly advised of what the Government proposes and to be heard
upon its proposals before it issues its final command." At page 7 "the breadth of
the Secretary's discretion under our rulings applicable to such a proceeding (Tagg
Bros. & Moorhead v. U.S. 280 U.S. 420; Acker v. U.S. 298 U.S. 426) places in a
strong light the necessity of maintaining the essentials of a full and fair hearing,
with the right of the appellants to have a reasonable opportunity to know the
claims advanced against them." Page 8 "The maintenance of proper standards
on the part of administrative agencies in the performance of their quasi-judicial
functions is of the highest importance and in no way cripples or embarrasses the
exercise of their appropriate authority. On the contrary, it is in their manifest
interest. For, as we said at the outset, if these multiplying agencies deemed
to be necessary in our complex society are to serve the purposes for which they
are created and endowed with vast powers, they must accredit themselves by
acting in accordance with the cherished judicial tradition of fair play.
I would dispose of Mr. L. Blaine Liljenquist statement at page 66 and the

credence of his testimony. What a wonderful philosophy—put the other fellow in
a strait jacket but don't do it to me! "Be sure to enact under a closed rule."
As to Mr. Long at page 61 of Serial K who wants everyone at the market in

his mold; he is advancing the theory of closed competition for market agencies.
The First Amendment protects the competition of ideas. Mr. Long's philosophy
believes that size is all important to efficiency. That great little black man of
great heart and great staying powers and of great humility, George Washington
Carver did it all by himself and by his knowledge made possible the great in-
dustries which have contributed so much to the wealth and comfort of the people
of the United States. The exponent of size and organization—says George Wash-
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ington Carver should never have been, as all the great things of life have been
accomplished by the organized and regimented groups of specialists. George
Washington Carver came from Missouri. Kansas and Iowa where the young men
came who started most of the commission firms at Chicago. They did not know
they were not supposed to do 5 men's work; to start small to become big.

All of these sponsors and proponents of the amendments to the Packer & Stock-
yard Act, 1921, as amended do not believe that competition is the great regulator
that will and can eradicate inefficiency and ineffective selling more effectively
than any stockyard company or institutional method of control,
In closing, I submit that here we have all the ingredients which that remark-

able teacher of administrative Law, Ernst Freund foresaw 50 years ago in his
Standards of American legislation stated at page 102:
"In view of the absence of a sharp line of demarcation between business that

should be free and business that may be placed legitimately under qualification
tests, it would be almost impossible to make a satisfactory constitutional issue
upon the result of legislative judgment fairly invoked and fairly exercised. Prac-
tically the entire difficulty lies in the diversion of legislative power to improper
ends. No other phase of legislation presents this sinister aspect as strongely as
this one. It is not generally a question of legislative good or bad faith, but in
most cases it is evident that the legislature has yielded too readily to specious
arguments advanced by interested parties and has not sufficiently appreciated the
more remote but more important general interest of the freedom of pursuit of
livelihood."
I submit that the Secretary and Department have failed to make a case for their

amendments. Their general statements were deceitful and deliberately mislead-

ing and do not measure up to the rudiments of fair play to which the Congress
is entitled in a proceeding of this nature where the lives and property of free
men are at stake.

Respectfully submitted.
RALPH A. WALTER.

Mr. WALTER. Mr. Chairman, just give me about 10 minutes.
Senator JORDAN. I could do that.
Mr. WALTER. Just give me 10 minutes.
Senator JORDAN. All right. I could do that.
Mr. WALTER. I would ask your permission, this is going in the rec-

ord, I hope.
Senator JORDAN. The buzzers you hear mean we will have to finish

the hearing soon.
Mr. WALTER. To depart from my prepared statement, I want to dis-

cuss some matters which disturb me and I believe will disturb you
greatly that come from the testimony of the proponents of this bill.
The first thing is in regard to the standards that this bill will give

the stockyard company the right to ask of a marketing agency.
The next thing is that the proponents have presented a pattern of

disorganization that doesn't become the Department of Agriculture.
I question the authenticity, fairness, and scholarship of four state-

ments they have made.
That stockyard companies give market agencies free pens.
Two, market agencies are the selling arm of stockyard companies.
Three, that stockyard companies are considered monopolies.
Four, that the market agencies are amply protected by the right of

the department to review the rules and regulations promulgated by
the stockyard company that can even forbid him the use of that market-
place.
As regards the standards for market agencies, I read from page 33

of the proceedings of the National Livestock Exchange at Denver on

*Copyright 1965 University of Chicago, Ernst Freund, Standards of American Legis-
lation. Reprinted by permission of University of Chicago Press.
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June 6, 1946, where Mr. Peck, chairman of the Legislative Com-
mittee of the American Stockyards Associates states:
Nothing is said here like the Sioux City case about volume, although I do

think that when a fellow gets down to where he can't get over one percent of
the business, that is coming to a market, it is time that he ,should close.

In 1945 the valuation of livestock at Chicago was $507 million. One
percent of that equaled over $5 million.
I ran a commission business in Chicago, and I never did over $12

million in business in 1 year.
Now, when it comes to the right of entry into the lawful business of

being a market agency, I think that Arleigh Berigan of Linton,
N. Oak., John Bacon of Hazleton, N. Dak., Charlie Speirea, Billie Mc-
Gregor, decided that I had the right of entry, but the man that decided
that I met a standard was Mr. Art Anderson that ran the Yankton
Livestock Association, and he shipped everything to me, and he knew
he sold every damn thing. He had a volume of business probably
greater than mine, but starting in January, he came down to Chicago
with a certain class of heifer that you can turn a handspring if you
know your business. And he also sent all those 10 or 11 load of steers at
a crack out of the feedlots at Yankton, S. Dak. I think it is recognized
in South Dakota that Art Anderson was one of the most able cattlemen
in the West or in the United States.

Senator JORDAN. I don't quite understand your reference to that.
What did it do?
Mr. WALTER. Because he said, "You meet the standards, my stand-

ards, that you can sell any cattle, calf or anything for me," and he
was one of the greatest cattlemen in the Dakotas. They had a sale.
I went there to his funeral. He dropped dead beside the scale. Armour
Payne, who sells at Huron, S. Dak., told me this. I am putting this in
the record for Mr. McGovern.
One morning Bill Anderson—they ran the Rapid City Livestock—

called Art up and said: "Art, these buyers are going to put us out of
business." They were in a conspiracy if you know what I am talking
about. "What in the Hell are we going to do?"
Art said, "I will be there."
Armour Payne and he got out in a car, they went out into Mitchell

and straight west into Rapid City, and he averaged about 100 miles
an hour, and when he got there he started to bid on those cattle. He
protected his own sale. But that was the deal, you see, and those pat-
terns exist and God help Mr. McGregor that said to me at McIntosh,
he knew every hill and dale between the Little Cannon Ball and the
Missouri River, he said to me one day when I said, "You have got a
steer in here that will sell for cornfed steer as a prime steer in Chi-
cago." He said, "Ralph, I don't know that, I don't know that."
But that is what these packers are paying men and they have got

the right to be represented by market agencies such as us.
Then I want to get into the question of the free pens. It was in the

Missouri case, Hoffberg v. Kansas City. The Department of Agricul-
tural quoted it in serial K. That decision

' 
they didn't bring it out, but

the president of the Kansas City Stockyards said:
We have a leasing agreement with producers whereby office space in 106

pens were provided for a rental of $285 a month plus a charge per head on each
head of livestock placed in the pen.
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Now, in the Omaha case, to show that there aren't any free pens,
that is fraud and deception of the rankest kind.
Senator JORDAN. Who said there were free pens, what testimony?
Mr. WALTER. My Mehren said it here.
Senator JORDAN. That there were free pens?
Mr. WALTER. Mr. Mehren said it here.
Senator JORDAN. That there were free pens?
Mr. WALTER. Damn right. He said there were free pens, and we

don't have free pens.
Senator JORDAN. I thought I heard some reference to it. I didn't

understand that anybody said they had free pens.
Mr. WALTER. In the serial K they made it the basis for the reason

for the amendment.
Senator JORDAN. Go ahead.
Mr. WALTER. And the facts are these. I won't go into it but I will

mention the dockets that decide the question.
The Omaha Stockyard case, 9 Federal Supplement 864, required

that they went into the question and the rate that the stockyard com-
pany had to, traders had to pay half commission, yardage, and if they
didn't pay it, why, the stockyard company would have to bear the loss.
Those were the only free pens that they found, and they corrected
that. The Secretary of Agriculture corrected that.
And then docket 6 of Omaha, docket 7 in the Agricultural decisions

states:
The term yardage as used in the respondent's tariff consists of the market, the

yarding of livestock, the use of pens for an indefinite period, the use of viaducts
and alleyways, water, weighing, driving from the scales after sale, use of pens
awaiting final disposition, locking the lacking gates and the assumption of re-
sponsibility for livestock.

Docket 289, St. Joe and docket 425, Sioux City, says that the func-
tions of the stockyard company are threefold: To provide a market-
place, to provide a depot for unloading and loading livestock, and
third, the warehousing of the livestock so brought to the market.
I again repeat we are unalterably opposed to this amendment, and

the adversary proceeding, what happened in. the House of Represent-
atives. I will quote from my letter to Mr. Dirksen :
The debates on the floor of the house can naturally hardly ever go into discus-

sion of details—

I am quoting from Professor Freund, on page 392 on the standards
of American legislation—
can hardly ever go into discussion of details which must be reserved for com-
mittee. In committee there is often keen and valuable criticism, and leaving aside
the absence of competitive participation, this stage may well be handled as a
committee discussion and an urbane quarrel. But there is no assurance that an
intelligent adverse interest will develop in the committee, and if not, the meas-
ure is likely to be accepted in reliance upon the sponsors good intentions, and
sometimes as a matter of courtesy for all members are both petitioners and
granters of petitions, and it would be strange if there is no mutual accommoda-
tion. There is most definite allotment of reciprocal responsibility that sharpens
both wits and conscience.

That is why it is so important that I make this statement here. Let
me go further.
Senator JORDAN. Let me ask you a question at this point.
Mr. WALTER. Yes.
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Senator JORDAN. Are you referring to the action of the House on
this particular bill?
Mr. WALTER. No, sir. I am referring to the action of the Department

of Agriculture's proponents of the bill and that it is a stockyard bill,
iand t is a private bill, and it reverts them back to a private enterprise,

and we still remain a public enterprise, and for the record, for Senator
Young, Stafford v. -Wallace is our case. Through Stafford we paid
them 'E.; go to the Supreme Court and test the constitutionality. There
is not a damn word in that thing about the monopoly of stockyards.
Your control is based on W arrenv. Illinois.
Ernest Freund says in its standards of American legislation the

monopolistic feature of that was withdrawn in the North Dakota case
of Brass v. the State of North Dakota. The judge said:
Judges see a lot of things, but the question is the power of Congress, and you

have got the power to do whatever you damn please as far as the public cause.

Senator JORDAN. What I was trying to find out—this bill as you
well know passed the House by a very large majority 
Mr. WALTER. That is right. It didn't develop any adversary proce-

dure, did it?
Senator JORDAN. Well, I wondered why.
Mr. WALTER. It was a stockyard company bill, and the Department

went through the rigmarole of saying things that weren't so. It was
a pattern of deceit and distortion, and my testimony that is here sup-
ports that. That is why we are unalterably opposed to this legislation.
It doesn't become the lawmaking process of the Congress of the
United States and we most emphatically oppose any amendment to
the Packers and Stockyards Act.

Senator JORDAN. That is the reason this hearing is being held today.
Mr. WALTER. That is right, sir.
Senator JORDAN. And yesterday.
Mr. WALTER. That is rlght.
Senator JORDAN. We want all the facts on it and we want to bring

them out.
Mr. WALTER. That is why I insist, I do it reluctantly, but I insist

to present this point of view of adversary.
Mr. Ecker, I agree with everything he said, but he didn't go far

enough. The act will destroy the private treaty system of doing busi-
ness, and we are the only people that represent the producer. The pro-
ducer owns the terminal market, because we are his agent, and it is
just as simple as that, Mr. Chairman.
Senator JORDAN. Incidentally, the statement has been made here

that the stockyards have gotten into the hands of a very few people.
Mr. WALTER. That is right.
Senator JORDAN. Can you submit any information for evidence?

That may be the case and it may not be the case so far as I um con-
cerned; I don't know.
Mr. WALTER. Well, that testimony is in serial K, as to how many,

and Kansas City, I think it is called Kansas City Stockyards of
Maine.
Senator JORDAN. Does that testimony tell how many stockyards

there are in the United States and who owns each one of them?
Mr. WALTER. I think Mr. Jennings tesified to that in the serial K.
Can I put serial K in the record?

89-488-68 9
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Senator JORDAN. Do we have it? We have copies of that. That is in
the hearings.
Mr. WALTER. And that will be considered as part of the record,

Mr. Chairman?
Senator JORDAN. Yes. We will use all of that.
Mr. WALTER. Thank you, sir.
Senator JORDAN. We will use all the hearings that the House had.

We always do.
Mr. WALTER. Yes.
Senator JORDAN. In considering legislation, a great many times the

Senate will not hold a hearing on a bill if the House has had suffi-
cient hearings on it. We take their hearings, unless there is opposition
to the bill, and sometimes there is no opposition. However, there seems
to be some opposition in this hearing.
Mr. WALTER. Would you be interested in another thing about the

Chicago Livestock Exchange?
We hired Professor Smith to start the eradication of bovine tuber-

culosis in the United States, and Mr. Davidson, who is the president
of the American Meat Institute, worked for us as an assistant com-
missioner.
Senator JORDAN. Who is "we," now?
Mr. WALTER. The Chicago Livestock Exchange.
Senator JORDAN. The Chicago Livestock Exchange.
Mr. WALTER. And also I happen to be a member of the sanitary

committee, of which Mr. Wilson was a member, also Bill Wood Prince,
president of the Stockyard Co., and I had the honor to be a member
of that committee when I wasn't president of the Chicago Livestock
Exchange, and I prepared the constitution and bylaws for livestock
conservation when the sanitary committee and the livestock loss pre-
vention were merged, you see.
Senator JORDAN. Did you take his place as president of 
Mr. SCHRAMM. No, sir. I was just president in the past year.
Mr. WALTER. I am associated with Mr. Schramm now in the com-

mission business in Chicago.
Senator JORDAN. You are the president now?
Mr. SCHRAMM. Yes.
Mr. WALTER. May I also add to the record this week Chicago put up

the price of cows, bulls, and heifers $9, from $5 to $10 a hundred, and
that was broadcast and that enhanced the price of every head of live-
stock in the United States.
Mr. SCHRAMM. Do you mean per hea,d or per hundred?
Mr. WALTER. Per head. You know, $5 to $10, your cattle are worth

$5 to $10 a head more because of what we did at Chic o.
Senator JORDAN. Do you have any further remarks?
Mr. WALTER. I am through.
Senator JORDAN. The Senate is in session. I do not have permission

to sit.
Mr. WALTER. I am sorry if you feel I have imposed on you.
Senator JORDAN. You haven't imposed.
Mr. WALTER. To me it was most important that this point of view

be introduced to thiR committee.
Senator JORDAN. I am glad to have it.
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Mr. WALTER. And any time that you come to Chicago, we will be
delighted to show you the workings of a real live, open, free com-
petitive market, and we will say the same for any of our competitive
markets

' 
that they are performing the same function.

Senator JORDAN. The only thing I want to say—and this is for
the record—is that it is not a matter of what I want to hear nor how
much. We have rules in the Senate; at the end of the morninu

° 
hour,

which is now over, we do not have permission to sit and it is not
legal for us to sit. Since we do not have permission, they could throw
all this testimony out if someone objected.
Mr. WALTER. You mean as of now?
Senator JORDAN. It just wouldn't be there. It would be struck from

the record. It won't be, however. I can handle that, but it could be
if somebody objected.
Mr. WALTER. I thank you so much.
Senator JORDAN. It will all be included, everything you said. Your

entire statement will be made a part of the record.
Mr. WALKER. The statement and Mr. Schramm's statement.
We thank you so much, Mr. Chairman.
Senator JORDAN. You are entirely welcome.
May I make this statement for your benefit and the benefit of anyone

else?
We will hold this record open until next Tuesday evening for any

additional statements that anyone might wish to submit, and they
will be made a part of the record.
I also have quite a number of statements from different people who

will not be heard, and they will also be included in the record of today.
Mr. WALTER. Mr. Schramm and I will be permitted, if we discover

we have missed something under the pressure of this time, to intro-
duce it?
Senator JORDAN. Yes, indeed.
Mr. WALTER. For how many days?
Senator JORDAN. Until next Tuesday evening at 5 o'clock.
Mr. WALTER. Thank you SO much.
Senator JORDAN. It will be put in the record.
This will conclude the hearing, and it will be taken up by the

committee at some later date.
(Whereupon, at 12 :55 p.m., the hearing adjourned.)
(Additional statements filed for the record are as follows:)

STATEMENT OF ELMER R. KIEHL, DEAN, UNIVERSITY OF MISSOURI COLLEGE OF
AGRICULTURE AND DIRECTOR, MISSOURI AGRICULTURAL EXPERIMENT STATION,
COLUMBIA, MO.

Mr. Chairman and committee members, my name is Elmer R. Kiehl, I am
Dean of the University of Missouri College of Agriculture and Director of the
Missouri Agricultural Experiment Station. Over the years I have conducted
research on livestock marketing as a professional economist and have maintained
contact with the terminal livestock markets. My comments will be directed to the
effect of this amendment on competition and on quality of marketing service.
We must recognize that the terminal livestock market is in reality a complex

of business firms with interrelated functions. The terminal livestock market with
the stockyard company-market agency-dealer relationship is an unusual business
arrangement. The stockyard company has a substantial investment in physical
facilities but the important selling function is performed by the commission
firms. The stockyard company revenue is dependent upon the volume of business
done by the other agencies. With this important dependence upon market agency
performance the stockyard company has no accompanying control. It is a rela-
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tionship comparable to that which would exist if a manufacturing firm had
little control over its sales department.

Terminal livestock markets with these unusual business relationships were
begun more than a century ago. Their early operation and function in the
economy qualified them to be regarded as a public utility. However the forces
of change at work in a dynamic economy have modified their role and they are
engaged in a struggle for survival with competing market institutions. In view
of the innovations in livestock production and transportation and the decen-
tralization of meat packing, terminal livestock markets as presently organized
and regulated are no longer pertinent to their economic environment. Through
time many competing types of livestock markets have developed and provide
a degree of competition which makes the public utility concept inappropriate at
this time.

Inefficient market agencies with resulting high costs may influence the setting
of high charges (subject to P and S approval) which restricts the ability of a
terminal market to compete with other livestock markets. Thus the costs of
marketing through terminals may be maintained above that necessary to insure
adequate marketing service. Since terminal markets are an important part of
the livestock assembly and pricing process, costs of livestock marketing may
be greater than they need be if some high cost market agencies were to with-
draw from the business.
An equally important aspect is assuring that adequate selling service will be

provided to livestock shippers. To provide adequate selling service it is neces-
sary that a salesman be experienced and maintain a "feel of the market" for
that class of livestock which he sells. Because market conditions affecting differ-
ent classes of livestock do not change together it is often necessary for an in-
dividual to specialize in selling one class of livestock. A commission firm that
is prepared to carry on a general livestock commission business must have sales-
men competent to sell each of the classes of livestock. The necessity of providing
competent salesmen for each class of livestock imposes a minimum on the num-
ber of salesmen a commission firm may have.
A look at the volume of livestock handled by each commission firm at a sample

of markets suggests that competent selling service for all livestock is unlikely
with the small annual volume handled by some firms. At one large midwest ter-
minal that had 24 commission firms in 1966 the average volume per firm of the
four firms handling the smallest volume of each specie for 1966 was 1,199 cattle;
61 calves; 4,076 hogs and 68 sheep. At the same time the average per firm of
the four firms which had the largest volume of each specie was 73,228 cattle;
4,261 calves, 205,905 hogs; and 20,462 sheep. It is difficult to believe that uni-
formly high quality sales service can be provided for all species by all firms with
the volume distribution as shown.
While the provisions of the bill do not convert the stockyard company into

a selling agency they have increased ability to influence the way in which the
selling function is carried out. The facts suggest that if stockyard companies
determine that commission firms operating on a market do provide services
beneficial to the business and welfare of the stockyard, its patrons and customers,
improvements favorable to livestock shippers may be expected in two areas:
first, lower costs of marketing through the terminal and second, improved service.
To be competitive, market institutions are required to change nature of

marketing service provided in response to changes in the nature of the marketing
job to be performed and to technology available in providing the marketing serv-
ice. Improvements in livestock marketing service provided by a specific firm is
dependent upon the ability of that firm to adjust to the ever changing economic
environment. Because of the relationship of a stockyard company to the market
agencies active on a market there is no clearly defined decision making unit
that can make and carry out decisions for a terminal market. The decentralized
decision making is a great handicap in competing in the dynamic setting in which
they operate.
Terminal livestock markets have experienced difficulty in incorporating new

technology in their business. One explanation is the nature of the business rela-
tionships of stockyard companies to the other market agencies. Examples
are innovations which have the potential to improve service or reduce costs
and would need to be incorporated into the terminal market complex modifying
the operations of the stockyard company as well as other market agencies.
Since there is no single decision making unit for a terminal market few system-
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wide innovations have been instituted. This is a natural consequence of the sub-
stantial variation that exists among market agencies. A change may improve
the system and benefit many firms in the system but may not be beneficial to
some firms and hence they resist change.
A specific example is the improvement in service or cost reduction that might

result if modern computer technology was applied to the substantial record
keeping job that must be done at a terminal market. Marketing researchers
at the University of Missouri have recognized for more than ten years the
feasibility of applying computer technology to the record keeping job. However
in the present setting it is practically impossible to incorporate computer tech-
nology; as a consequence the possible cost reductions or improvements in serv-
ice cannot be realized by the terminal markets and the livestock producers who
use the market. Another example is the development of personnel training
programs so necessary for market agencies to adequately serve livestock shippers.
Both of these examples require that they be adopted by the firms constituting
the system at a particular terminal market.
Terminal livestock markets have experienced a substantial reduction in the

percentage of the total volume of livestock marketed which they handle. There
is a question of the role this institution can play in livestock marketing in the
future as it is presently organized and operated. The rapid adoption of tech-
nological change in livestock production, processing, transportation and mer-
chandising has generated the demand for new market institutions. Can stockyard
companies with their investments in physical facilities develop a market institu-
tion geared to the future needs if they are given the freedom to innovate? No
one knows, but it is clear that their chances would be increased if they were
given the responsibility as contained in S. 1149.

SIOUX CITY, IOWA,
January 25, 1968.

COTYS M. MOUSER,
Chief Clerk, Senate Committee on Agriculture and Forestry,
Washington, D.C.:
This letter concerns your bill, S. 1149, which has been called to our attention

by the president of our Sioux City Livestock Exchange and its board members.
We personally, and the owners of this company, are not in favor of this bill and
will not support it under any circumstances or conditions. Our country was
founded on a free enterprise system and we personally feel that this bill does
away with the free enterprise in our business in favor of sale dictatorial power.
With this dictatorial power governing, the livestock business has no chance for
growth. The reason being that we lose our effectiveness in delivering service
and courtesy to our patrons. This service and courtesy can only be regulated
by the firm or company directly to their own patrons.
This country cries for younger talent, fresh ideas, new ways of doing busi-

ness, why put such a strong dictatorial power over their heads that they lose
their effectiveness and become discouraged and leave this vital industry.
We dedicate'our very lives to promoting this system of marketing on all species

of livestock. Therefore, we on the Sioux City Public Terminal Market very
strongly oppose this bill. We remain,

Yours truly,

COTYS M. MOUSER,
Chief Clerk, Senate
Washington, D.C.:
On behalf of the

opposition to bill S.

HUDSON-COE COMMISSION CO.,
DEAN PETERSON,
GORDON NELSON.

SIOUX CITY. IOWA,
January 24, 1968.

Committee on Agriculture and Forestry,

Sioux city Livestock Exchange we want to voice unanimous
1149.

SIOUX CITY LIVESTOCK EXCHANGE,
M. B. BERGESON, President.
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THE NATIONAL LIVESTOCK EXCHANGE,
Indianapolis, Ind., October 11, 1967.

Hon. B. EVERETT JORDAN,
Chairman, Agricultural Research and General Legislative Committee,
U.S. Senate, Washington, D.C.
DEAR SENATOR JORDAN: It has been brought to our attention that the Senate

version of H.R. 10673 and S. 1149 will be up for Hearing at an early date.
As President of The National Livestock Exchange, an organization represent-

ing the sales agencies on the majority of the competitive Public (Terminal)
Markets in the nation, I want to inform you of our support of S. 1149.
At the National Livestock Exchange's 79th Annual Convention, held at

Wichita, Kansas June 14, 1967, the following Resolution was passed unanimously
after a thorough discussion by membership:
"Be It Resolved, that the National Livestock Exchange endorses H.R. 10673

and S. 1149, and its aims and objectives which will remove the "Public Utility
Concept" from Stockyards Companies."
This letter, therefore, is to inform you of the National Livestock Exchange's

support of this legislation, which we feel will strengthen Competitive Public
Livestock Markets.

This letter may be incorporated as a part of the records and minutes of the
Committee's consideration of S. 1149.

Sincerely,
ROBERT W. CROSS, President.

CENTRAL LIVESTOCK ASSOCIATION, INC.,
South St. Paul, Minn., October 16, 1967.

Hon. B. EVERETT JORDAN,
Chairman, Senate Agriculture and Forestry Subcommittee on Agricultural

Research and General Legislation, Washington, D.C.
DEAR SENATOR JORDAN; The Central Livestock Association, Inc., with its

principal offices on the terminal livestock market at South St. Paul, Minnesota,
enjoys the distinction of being the largest livestock marketing agency (as
defined by the Packers and Stockyards Act of 1921 as amended) in the world.
It is a co-operative institution organized under Chapter 23 of the Laws of the
1State of Minnesota for 1921 and Chapter 326 of the Laws of the State of
Minnesota for 1923.
The Central Livestock Association began business on the South St. Paul

Livestock market on August 8, 1921. On December 31, 1966, the Central Live-
stock Association had as member stockholders 135,064 individual farmer pro-
ducers residing and operating largely in the States of Minnesota, Wisconsin,
Iowa, North Dakota, South Dakota, and Montana. During the year 1966 the
Central Livestock Association and its affiliated companies handled a grand
total of 1,894,067 head of livestock valued at $188,307,401.12.
This association is an outstanding service organization. It has experienced

and capable salesmen who have been charged with the responsibility for the
sale of each species of livestock consigned to it for sale. It has provided a
general marketing service that is second to none.

This association would like to be recorded among those persons who are
supporting the enactment into law of Senate Bill 1149, which provides for
certain specific amendments to the Packers and Stockyards Act of 1921 as
amended.
The Packers and Stockyards Act was enacted in 1921 to correct certain abuses

that then prevailed in the marketing of livestock. The Act established a regula-
tory system based on the premise that the then major livestock markets or
stockyards, were monopolistic and should be considered in the nature of a public
utility. In the forty-six years that have intervened since the enactment of the
Packers and Stockyards Act we have witnessed major changes in the livestock
marketing picture. Today, the terminal livestock markets, or public stockyards,
cannot be correctly stated as holding a monopolistic position in the livestock
picture. It is a matter of common knowledge that a smaller, and a steadily de-
clining portion of livestock purchased for slaughter and replacement purposes is
being marketed, sold, and purchased at the various terminal markets in this
country.
We are reasonably certain that you must have received this information in de-

tail from witnesses who have already appeared before your committee, but the
following table covering the years 1923 to 1965, and portraying total slaughter



131

livestock purchased at terminal markets, according to information published
by the Packers and Stockyards Division, Consumer and Marketing Service,
U.S.D.A., will best illustrate this shift in livestock marketing practices:

[In percent]

Cattle Calves Hogs Sheep

1923 90.0 86.0 86.0 77.0
1965 34.0 16.5 25. 5 23.4

It is quite apparent that the public utility concept of the Act is no longer
applicable, because the so-called terminal livestock markets clearly 'do not have
a monopolistic position today.
In our opinion, the provisions of Senate Bill 1149, if enacted into law, will

serve to promote a vigorous and competitive livestock market system. One result
from the enactment of this legislation would be that reasonable and just rules
and regulations for efficiency and for the orderly conduct of any given market
would become effective. One such rule that we desire to see placed in effect is
the one requiring every market agency to have in its employ a qualified 'salesman
for eadh species of livestock handled and sold. This is not the situation existing
today.

Another result from the enactment of this legislation would be the orderly
promulgation of rules setting minimum standards for livestock 'salesmen. It is a
well-known fact that the existence of sub-standard selling services by a singe
market agency can be a reflection on the entire market where it operates.
We believe that these, and similar rules, would strengthen the market agency

system of selling and buying livestock. The amendments proposed under Senate
File 1149 represent a means of adapting the terminal public markets to new
conditions and new economics associated with the livestock industry. We believe
these new rules and regulation are necessary if our competitive livestock mar-
kets are to endure and effectively serve the nation's livestock producers and
feeders.
We of the Central Livestock Association enthusiastically support Senate File

1149 and urge its favorable consideration by your committee at the earliest
possible date. We also desire, and respectfully request, that this letter 'be in-
cluded as a part of the record of the hearings on 'Senate File 1149 before your
Subcommittee on Agricultural Research and General Legislation.

Respectfully yours,
N. K. OARNEs,
General Manager.

KANSAS CITY LIVE STOCK EXCHANGE,
Kansas City, Mo., January 18, 1968.

Hon. B. EVERETT JORDAN,
Chairman, Subcommittee No. 4, Agricultural Research and General Legislation,

Senate Offtce Building, Washington, D.C.
Honorable MR. JORDAN: The Kansas City Live Stock Exchange is a member of

the River Markets Group.
It is the honest opinion of the members of this Exchange and the River Mar-

kets Group that S. 1149 if passed, would be detrimental to the business of buy-
ing and selling livestock at posted markets and would work to the disadvantage
of the customers of these markets.
We ask that you give consideration to our position on this bill.

Yours truly,
W. G. BERNHARDT, Secretary.

STATEMENT OF C.T. "TAD" SANDERS, GENERAL MANAGER, CERTIFIELD LIVESTOCK
MARKETS ASSOCIATION, KANSAS CITY, MO.

Mr. Chairman and committee, my name is C. T. "Tad" Sanders. I am General
Manager of the Certified Livestock Markets Association which is an industry
trade association of livestock market businesses. Its offices are in Kansas City,
Missouri, where I reside.
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I welcome and appreciate this opportunity to present this statement before this
important committee in support of the purposes and objectives of S. 1149 to
modernize the Packers and Stockyards Act.
That appreciation extends throughout the trade association and I am pleased

to express it on behalf of the livestock marketmen who participate in it.
I do not feel any useful purpose would serve in trying to elaborate upon the

language employed in the amendment of the Packers and Stockyards Act con-
tained in S. 1149. The objectives sought might be expressed in any number of
different ways in the language chosen to be employed.
Of greater importance, in our opinion, will be the report of this committee in

the conclusions it reaches from these hearings and the other information avail-
able to it, in expressing what this legislation seeks to accomplish and the posi-
tion it asserts for the direction and guidance of the newly established Packers
and Stockyards Administration charged with the responsibility of administering
the Packers and Stockyards Act as so amended.

COMPETITIVE LIVESTOCK MARKETS INDUSTRY

The language employed in Title III of the Packers and Stockyards Act, en-
titled "Stockyard" and that contained in S. 1149 require an understanding and
meaning beyond their original concepts because of the development of the public
livestock market business and the common meaning of words applied to it today
different from those in the Act itself.
I particularly refer to such words as "stockyard owner," "stockyard services,"

"market agency," "dealer," "stockyard" and "public market," as used in the Act.
In terms of common industry and general understanding, a public livestock

market business today includes the facilities for the handling, care and mer-
chandising of livestock. It applies a wide range of customer services rendered
by one or more business concerns which involve capital, management and highly
responsible business enterprise in merchandising and selling livestock on the
basis of competitive determination of prices.
This leads to a growingly familiar term applied to the business of, "competitive

livestock markets." This includes the business interests invloved which when
related to terms in the Packers and Stockyards Act are expressed as "stockyard
owners," "market agencies" and "dealers."
The central or terminal public livestock market businesses are generally

composed of multiple business interests in providing the stockyard facilities and
in performing the services and carrying out the functions that they do as
competitive livestock markets.
Those public livestock market businesses where fewer business interests are

involved, and generally where both the facilities and services are provided under
one management, are competitive livestock markets but more commonly known as
livestock auction markets by reason of the method employed in selling by auction.

"Certified livestock market" is simply no more, and no less, than a trade name
relating to those competitive livestock market businesses conducted under on
management for the facilities and services they provide which qualify and par-
ticipate in the trade association of the same name. There are presently more than
800 of these businesses throughout as many trade areas of the country.
In ordinary terms of industry reference and description, all "competitive live-

stock markets" are in the common category of small business. This is not to say
that their importance is any less. On the contrary it is greater because small
business still makes up the greater body of our competitive business economy.
These businesses are in no way public utilities. They are businesses with a

public responsibility not unlike that of banks. I think the comparison is a fair
one for the contrast to public utilities it illustrates.
The best indsutry estimates are that there are about 1,500 established com-

petitive livestock market businesses in the country in varying sizes measured by
the volume of 'business done.
Those which sell over 10,000 animal units (with an animal unit consisting of 1

head of cattle or commercial calves, 5 head of hogs and 5 head of sheep) total
about 900 in number. Together they sell over 90% of the livestock sold com-
petitively by all such markets.
An independent study which our trade association had done last year reveals

that all competitive livestock market businesses did a $9.0 billion volume of
business in 1966 accounting for nearly 110 million head of livestock sold. This is
a significant measure of the extent of small business employed in this element of
the livestock industry.
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Such study reveals that the total volume of livestock purchases and sale trans-
actions in 1966 amounted to 218.7 million head of livestock of,a market value of
$18.9 billion.

Overall, these figures reflect that about 50% of this volume was sold by and
through competitive livestock markets while 50% moved in non-market channels.
Again these figures reveal the fallacy of any public utility concept attached to

the business in terms of franchise or monopoly.
I would like to emphasize that the figures revealed by this study reflect a

volume of commerce in terms of livestock purchase and sale transactions which
during the preceding five years increased at a faster pace than livestock numbers
by some 30.7 million head of livestock. This indicates an increasingly greater rate
of "turn-over of volume" in the livestock industry. It indicates the important
economic role of competitive livestock markets in the services they must provide
on an expanding basis throughout the livestock industry.
A continuing study is now in progress as to the volume of livestock purchase

and sale transactions in 1967 which we expect to be completed by April. We would
be pleased to make its contents available to the committee for such value as it
may have related to these hearings.

ATTRACTION AND RELEASE OF VENTURE CAPITAL

Our evaluation of the amendments to the Packers and Stockyards Act as in-
corporated in S. 1149 leads marketmen to the firm belief that they will serve to
attract and encourage extensive -venture capital for an accelerated development
of the competitive livestock market business. This will serve the livestock
industry in its efforts toward higher levels of stable livestock prices.
This is essential for the business to develop and expand in keeping with its role

in the facilities and services required to maintain fully competitive determination
of prices for all classes of livestock.
The confidence expressed in these respects is substantiated by a body which has

recently been established through the efforts of the four industry trade associa-
tions of competitive livestock market business interests.
It is a 20-man Competitive Livestock Markets Council made up of 5 marketmen

each from, the American Stock Yards Association, the National Livestock Ex-
change, the River Markets Group and the Certified Livestock Markets
Association.
This action has served to establish an industry recognition of a common

business identity which the name implies. It has made substantial strides in
reconciling a mutuality of business interests in the full development of the
potential that prevails.
In my opinion the most important results to be achieved are those involved in

the implementation of efficiencies in new facilities and expanded merchandising
services which business research, in only a limited scope, indicates are justified.
This takes additional capital and the best in business enterprise.
The work undertaken by the Council also reflects an improved mutual under-

standing of the respective positions and roles of the business interests which
make up the structure of any competitive livestock markets business.
This is not limited to those of a "stockyard company," a "market agency," nor

"stockyard services," as those terms are presently defined and applied in the
Packers and Stockyards Act.
The amendments contained in S. 1149 will serve to lend a meaning and applica-

tion which will facilitate and encourage competitive livestock market develop-
ments which are now pending. These developments will serve the entire livestock
industry and the nation's economy to advantage.

AMERICAN NATIONAL CATTLEMEN'S ASSOCIATION,
Denver, Colo., October 10, 1967.

HOD. B. EVERETT JORDAN,
Chairman, Agricultural Research and General Legislative Subcommittee, Sen-

ate Committee on Agriculture and Forestry, Washington, D.C.
DEAR SENATOR JORDAN: On behalf of the membership of the American National

Cattlemen's Association, I take this opportunity to indicate our support of the
proposed amendment to the Packers and Stockyards Act encompassed in S. 1149.
The American National Cattlemen's Association feels that one of the great

problems which has faced the nation's livestock producers for many years has
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been their inability to obtain a sufficient price to cover their constantly rising
input costs. The amendments in S. 1149 should provide market owners and
operators the opportunity to manage their businesses in a more efficient and
competitive manner. Hopefully, this will provide livestock •producers with a
greater opportunity to receive more adequate prices for the quality product they
produce through improved market facilities.

S. 1149 should provide the posted markets an opportunity to up-date their
livestock buying and selling services to supply greater competition. Fair and
strong competition is what has built this nation's business world. We feel its
need also to function more freely in today's livestock marketing programs.
We ask that you please make this letter a part of the hearing record. Thank

you.
Respectfully,

C. W. McMILLAN,
Executive Vice President.

STATEMENT OF DON F. MAGDANZ, EXECUTIVE SECRETARY-TREASURER, NATIONAL
LIVESTOCK FEEDERS ASSOCIATION, OMAHA, NEBR.

On behalf of the National Livestock Feeders Association, I extend our compli-
ments to the Committee and express gratitude for the privilege of presenting
views and opinions relative to the legislation under consideration. This Asso-
ciation consists of members who are engaged in the business of feeding and
finishing livestock (cattle, hogs and lambs) for the slaughter market, and who
have organized themselves in a voluntary, non-profit and non-political trade
association which represents and speaks for those persons who participate.
With specific comments to follow, we make this general observation: The

National Livestock Feeders Association is in agreement with the intent of S. 1149
and is in agreement with its purposes, but recommends the need for some clari-
fication and modification.
The legislation would largely affect those markets, commonly called terminal

markets, where a company or corporation owns and operates the physical
properties, and separate individuals or firms perform the service functions as
agents and dealers. The Stockyards company provides the pens, loading and un-
loading facilities, scales, building, and shelters, and maintains these properties.
The individuals or firms perform the services, as agents, of solicitation, procure-
ment, selling, order buying, and collection and disbursement of livestock proceeds;
and others operate as dealers in the buying and selling of livestock for their own
account. The amendments would not, for the most part, concern those markets,
generally operating and known as auction markets, where the same persons as
individuals or corporations own the physical facilities and also perform the
services.
At some of the terminal markets, there are bonafide and operating organiza-

tions of selling agents, commonly known as the Livestock Exchange. These
persons and firms group themselves into an Exchange organization for various
purposes, and do establish certain rules of procedure under which all members
of the Exchange conduct themselves.
At other terminal markets, we find there is either no Exchange organization in

existence, or one is relatively inactive, or one is disorganized. I am sure that
details of the functions, responsibilities, and purposes of these Exchange or-
ganizations have already been brought to the attention of this Committee.
Be that as it may, even an active and highly organized livestock Exchange

has no real control over all firms which may be operating, or seek to operate, on
a given market. If a firm is a member of the Exchange, it must abide by such
rules of procedure and conduct as may be decided by the Exchange organization.
On the other hand, not wishing to subscribe to such rules or procedure, a member
can withdraw from the Exchange, or not be a member in the first place.
At various terminal markets today, some of the largest service firms are not

members of the Exchange organization, although they may cooperate fully with
the wishes and decisions of the Exchange. The point is that they are not required
to be members and thus are able to handle their solicitation, and selling services,
in a manner that may not contribute to the business that is drawn to that market
where they maintain their base of operation.
Regardless of these various situations, a Stockyards company must rely on the

work, effort, and personal contact of these separate agencies for the Stockyard
business from which their revenue is derived in the form of yardage charges.
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Only limited solicitation by Stockyards company officials is practical, because
their work must be done in general for the whole market, and cannot be con-
ducted for any specific firms. Solicitation of receipts is thus left to the people
in the selling capacity, because direct contact with these shippers is an im-
portant factor in the business of selling and buying livestock on order.
Thus, it is readily apparent that investments in stockyards facilities are

largely at the mercy of the activities, ingenuity, aggressiveness, salesmanship,
and general goodwill of the separate firms operating on that market, whether
they be members of an active bonafide Exchange organization, members of one
that is not active, or are not members at all.
As providers of the facilities with the investments involved, Stockyards com-

panies for a number of years have felt they should have something to say about
who availed themselves of their facilities, and the degree OT extent of perform-
ance that took place, in order to bring revenue to the market. This is only logical
and would 'certainly not appear to •be unreasonable. Among other things, a
Stockyards company cannot prevent a firm which is based at its market from
conducting sales at off-market points, and thus contributing, at least, to divert-
livestock around a market. Even a well organized Exchange cannot •prevent
non-members from doing the same. In some cases, Exchange rules actually allow
the members to sell in the country, thus realizing a selling commission for the
firm, but depriving the Stockyard company of any revenue on that livestock
for yardage.

Despite the existence of these 'circumstances, it is only fair to consider that
Stockyards companies have operated under existing arrangements over a long
period of time—actually a century in a case or two—and this history of opera-
tion would seem to provide justification for not discarding the procedure sud-
denly, and disregarding some degree of management by the organizations of
Exchanges who are active and well conducted, with a 'profound concern and
interest in the preservation of the market where they are based.
In the 89th Congress, this Association initiated legislation that would make

numerous amendments to the Packers and .Stockyards Act in order to bring it up
to date, and to meet the changing marketing 'conditions. A crowded schedule pre-
vented its consideration by the Congress.
The initial Bill, which was H.R. 7527, contained an amendment to Section

307 of said Packers and Stockyards Act (7 U.S.C. 208) which would have added
the following language to this Section:' "Nothing in this Act shall be construed to
deprive a 'stockyard owner from exercising the right to manage and 'regulate his
stockyard in a just, reasonable, and non-discriminatory manner, including the
right to require those persons engaged in business at the stockyards to conduct
their operations in a manner which will foster and insure an efficient, competi-
tive public market."
In the opinion of this Association, such language wonld be sufficient to accom-

plish the objectives of the Bill now under consideration. The words "including
the right to require", would seem to provide the authority to prescribe rules and
regulations to carry out this requirement, although there can be little objection
to including provisions for rules and regulation's as does S. 1149.
Reference is now made to Paragraph (b) of 'S. 1149, which would amend

Section 303 (7 U.S.C. 203) by changing the language to read: "After the expira-
tion of thirty days after the Secretary has given public notice that any stockyard
is within the definition of Section 202, by posting copies of such notice in the
stockyards, no person shall carry on the business of a market agency or dealer
at such stockyard unless (1) The Stockyard owner has determined that this serv-
ices will be beneficial to the business and welfare of said stockyards, its patrons,
customers, and has given written authorization to such persons * * s." Pre-
sumably this new language would apply to new market agencies only, or to new
dealers who seek to begin operations in a Stockyards. However, the 'provision
should certainly be 'clarified so there is not authority to revoke written authoriza-
tions in 'cases where established firms have conducted their selling services in
a satisfactory and beneficial manner.
Furthermore, it would certainly serve the best interest of the entire market

and be in keeping with the fostering of harmony and good relationship, if a
cooperative arrangement was provided for between the 'Stockyard company and
the .bonafide operating Exchange organization, if one exists, to participate in
the determination of any new agencies on a particular market, and the revoca-
tion of written authorization to operate in cases where an agency may not be
conducting their operations in a manner which will foster, preserve, or insure an
efficient competitive market, and the making of rules and regulations. Provisions
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for such a cooperative arrangement would not apply, of course, at markets
where no bonafide operating exchange existed, and in these cases the deter-
minations, as well as the rules and regulations which might be prescribed, would
be the exclusive authority and responsibility of the Stockyard company.
These recommendations are made in the interest of what the Stockyards com-

panies seek to accomplish, but also with the profound concern for those firms aud
agencies who have conscientiously formed and participated in livestock Exchange
organizations in order to serve the patrons of the market. as well as to employ
their efforts and activities on behalf of the owners of the physical facilities.
This Association respectfully requests the consideration of these views and

opinions as the Committee addresses itself to the task of making decisions on
S. 1149.

NATIONAL WOOL GROWERS ASSOCIATION,
Salt Lake City, Utah, October 10, 1967.

Hon. B. EVERETT JORDAN,
Chairman, Subcommittee on Agricultural Research and General Legislation,

Senate Agriculture Committee, Washington, D.C.

DEAR SENATOR JORDAN: I would appreciate it very much if this letter could be
made a part of the hearing record on the above bill.
This letter is written in behalf of the National Wool Growers Association

which has its principal membership in a 22-state area where 86 per cent of the
nation's sheep, lambs and wool are produced. The Association was organized
102 years ago and is recognized as the spokesman for the sheep producers of the
United States.
One of the big needs of our sheep industry today is to find more efficient and

profitable ways to market our lambs. Buying competition has narrowed in recent
years as some packers have discontinued their lamb slaughtering operations be-
cause of the lack of a uniform year-around supply. If sheep producers are to be
encouraged to raise more lambs to insure an adequate year-around supply, they
will have to know that their marketing outlets are more profitable than at
present.
We are looking for all possible means to create more competition in the buying

of lambs. One possible way this could be done would be to free the stockyards
from the shackles of regulations that were probably necessary to stop monopoly
control some 46 years ago when the Packers & Stockyards Act become law, but
which are obviously outdated and unnecessary today. Certainly there have been
major changes in marketing in the almost half century since the inception of
this Act.
We, at least, would like to see these proposed amendments enacted to deter-

mine whether they will permit the competitive forces of the free market system
to more effectively determine livestock prices and assure true value for the
producer.
We do feel that the management of our livestock markets should be able to

exercise control over its operations so as to bring about an efficient and com-
petitive market.

Therefore, in behalf of the National Wool Growers Association, we strongly
endorse S. 1149.

Sincerely,
EDWIN E. MARSH,
Executive Secretary.

FRANK W. 'CONE & CO.,
Sioux City, Iowa, June 21, 1967.

Hon. BOURKE HICKENLOOPER,
New Senate Office Building,
Washington, D.C.
DEAR SENATOR HICKENLOOPER : I am writing concerning HR 6231 and S 1149

legislation, which has been proposed by Stock Yard Companies.
We believe the Packers and Stock Yards Act has been doing a good job of

regulating the stock yards for many years, and that this proposed legislation in
placing complete control in the hands of the stock yard companies does not give
us equal representation. Therefore we are opposed to it.

Very truly yours,
R. B. LENNON.
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FRANK W. CONE & CO.,
Sioux City, Iowa, June 21, 1967.

Hon. BOURKE HICKENLOOPER,
New Senate Office Building,
Washington, D.C.
DEAR SENATOR HICKENLOOPER: I am writing concerning HR 6231 and S 1149

legislation, which has been proposed by Stock Yard Companies.
We believe the Packers and Stock Yards Act has been doing a good job of

regulating the stock yards for many years, and that this proposed legislation in
placing complete control in the hands of the stock yard companies does not give
us equal representation. Therefore we are opposed to it.

Very truly yours,
FRANK CONE.

FRANK E. SCOTT COMMISSION CO.,
Sioux City, Iowa, June 21, 1967.

Hon. BOURKE HICKENLOOPER,
New Senate Office Building,
Washington, D.C.
DEAR Sim: We are writing you concerning Bill S. 1140—legislation, which has

been proposed by Stock Yard Companies.
This legislation, as written, would create hardships on our business and will

place complete control of our agency and all market agencies, in the hands of
the Yard Company.
Our agency has been in business on the Sioux City market for 49 years and

we have always operated in the best interest of our customers. We have dedi-
cated our lives, time and effort on behalf of our customers. Service is a main
factor which we have to sell to our customers and we must conduct our opera-
tion in a manner which will foster, preserve and insure efficient competitive
marketing.
We, therefore, feel that this proposed legislation will not be in our best

interest and, in fact, will place undue authority and jurisdiction over us. We
feel that our side of the industry needs to be equally represented and that the
voice of power and authority should be equal in order that we may insure
our patrons of receiving adequate services.

Yours truly,
DWIGHT W. GODFREY.

THE NATIONAL LIVESTOCK EXCHANGE,
Louisville, Ky., May 26, 1967.

Hon. ALLEN J. ELLENDER,
Chairman, Senate Agriculture Committee,
Washington, D.C.
DEAR SIR: As the President of the National Livestock Exchange, a trade

organization representing livestock sales agencies at the following competitive
livestock markets: Baltimore, Md., Billings, Mont., Cincinnati, Ohio, Cleveland,
Ohio, Detroit, Michigan, Evansville, Indiana, Indianapolis, Indiana, Louisville,Ky., Memphis, Tenn., Milwaukee, Wis., Peoria, Ill., South St. Paul, Minn.,
Springfield, Mo., and Wichita, Kansas, I would like to inform you of our sup-
port of S.R. 1149.
The National Livestock Exchange is familiar with and sympathetic to the

purposes and objective sought to be accomplished through S.R. 1149, and has
passed a Resolution in support of this legislation.
This letter, therefore, is to inform you that the National Livestock Exchange

does not oppose this Bill, but supports it.
This letter may be incorporated as a part of the records and minutes of the

Committee's consideration of S.R. 1149.
Sincerely,

JAMES I. MAGNER, President.
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