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price-supply situation for beef and because of expanded participation in child nutrition programs, we anticipate that total USDA beef purchases for the 1976-77 school year will be significantly increased from last year's levels. · 

Buying of frozen ground beef for current school sessions began August 11, purchases of canned beef were initiated September 9. Through September 10, over 18 million pounds of ground beef and nearly 2 million pounds of canned beef had been purchased for about 14 million dollars. Offers continue to be invited for both frozen ground beef and canned beef on a weekly basis. 

In addition, the Under Secretary of Agriculture has written to the Secretary of Defense urging that the Defense Depart­ment take advantage of current beef prices by boosting its purchases. The Under Secretary of Agriculture has also written to Mrs. Virginia Knauer to enlist her assistance in informing consumers of good buys in beef. USDA is also developing a program of consumer information and plans to encourage retail chains to increase the use of beef advertised sales at minimum margins. 

We are also concerned over the widening marketing margins for beef; thus the price spread for beef is being closely monitored. Don Paarlberg, Director of Agricultural Economics, USDA, issued the enclosed press release on August 30. It calls for tightening of margins and responding more quickly at the retail level to changes in live to carcass prices. 

We greatly appreciate having the benefit of your views and suggestions on this important matter. We are also concerned and will, therefore, continue to mQnitor the situation closely and take action as appropriate. · 

Sincerely, bee: James Cannon, WH 
Charles Leppert, Jr.,WH 

Dist: LWSeidman 
REPorter 
JMMurphy, Jr. 
EPB E/S #979 
WH Files 

Enclosure 

The Honorable 
Larry Pressler 
House of Representatives 
Washington, D.C. 20515 
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L. William Seidman 
Assistant to the President 

for Economic Affairs 
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FA...~~RETAIL PRICE SPR.E..<\DS 1-liD2~ AS LIVESTOCK PRICES FALL: 
; 

WASHINGTON, Aug. 30--"Cons~ers nnd farn!ers would both be better off if 

the meat trade would lower its present near-record ~rgins for handling beef 

and pork," says Don Paarlberg, the U.S. Departoent of Agriculture's director 
~ 

of agricultural economics. . . - . . . ': ·. . : . . . . \ -

Beef and pork pr ices at the supermarket are down fro~ last year, but not 
. . . ~ . .. . 

nearly as nuch as cattle and hog prices on the faro. Price spreads between 

farm and consuoer have increased l&percent for beef and 31 percent for pork 
·-

since July 1975. 
..-... . . :·"; 

. 
11Faroers and ranchers are concerned when their prices go down and o.arke ting 

J 

price spreads increase. Likewise, consuners are of~e_nded Hhe_n retail prices 

II -- - - -- . -- ... - - - - - - ---

. fail to reflect increased supplies of meat, says Dr. Paarlberg. 

Since cattle prices started to decline in July 1975 fa~ers' prices have 

dropped 26 percent. However, _ consumer prices for beef have _declined only 14 percent. 

9 cents a pound since July a year ago and is now at a near-record spread _of 

64 cents a pound. Preliminary data indicate that-spreads in Augus~ re~ined wide 

as cattle prices continued to drop. ..... • ~ 

=~ ~ 

: •·. --

At the s~e time, cattlemen are operating at a loss. 

Department of Agriculture figures show that typical Corn Belt cattle feeders 

have lost ~oney continually since early 1972 except for the period Hay to December 

1975. Presently Corn Belt feedlot owners are losing oore than $65 per head • 

. ··-- . ·-· . - - - .. - - . -. . .. - ·--
Likewise, co~-calf herds are also losing money selling young feeders for feedlot 

finishing. Cattlemen l-.ave-· reacted .by seiling off cows~ -- theieb'y - fncrcasing meat·- ----

oupplies ~hich has depressed farm cattle prices even ~ore. 

- more -
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Present indications are that farners ~ho are feeding out cattle 

already in feedlots •,..-ill continue to losa noney until the end of the 

year. 

Price spreads be~ween farmers and consumers are also wide for pork. 

In July fa~retail spreads increased 7 cents over June. Early estimates 

for August indicate that farm-retail spreads for pork widened further. 

Consumer pork prices in July were only slightly lower than a year ago, but 

farm hog pricea.were down 15 percent. T.~e fa~-retaii price spread h2d 

widened 31 percent. 

Depar~ent of Agriculture figures indicate that hog farmers ~~ve 

been making money. But the outlook for fall and into 1977 suggests 

a drop in hog prices with hog raisers losing ·money, particularly if the 

price spread betveen farmers and consu:ners stays at near-record l evels. 

~ow ~ow hog_ prices slip vill depend .in part on the fa~retail price 

~ spread. Price spreads usually viden "When fan:a prices are falling. The 

marketing spread is expected to continue relatively wide over the next 

several oonths, even though marketing costs per pound of pork probably 

will be lo"Wer. 

"Retailera could. U:prove the situation for - fa :::.ners and constoers 

by pro~ting beef and pork and reducing their prices more quickly in 

line -with lo'W"er wholesale meat prices," says Dr. Paarlberg. 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

ACTION 

THE WHITE HOUSE 

WASHINGTON 

September 23, 1976 

JIM CANNON 

PAUL LEACH~ 
Proposed Presidential Response 
to Letter from President of -
American National Cattlemen's 
AsSOCl.atl.On 

In late August, the President of the American National 
Cattlemen's Association wrote the President regarding problems 

, with the meat import program and the American National 
Cattlemen's Association's recommendation that authority to 
negotiate voluntary restraint agreements be switched from 
the State Department to the Agriculture Department. This 
subject is of considerable emotional concern to cattlemen. 
This letter is at Tab A. 

After some delay, USDA has provided us with a proposed 
response which I have rewritten. This is at Tab B. The 
response indicates Presidential concern and informs the 
Cattlemen's Association President that the whole subject 
will be reviewed by the Agricultural Policy Committee and 
appropriate action to correct the situation will be taken. 
This course of action is recommended by Secretary Butz as 
the best response given the evolving situation with the 
meat import program. 

Since this is a rather sensitive issue, I suggest that we 
staff this proposed response to Bill Seidman, Brent 
Scowcroft and Phil Buchen before the letter is sent. I 
have discussed this with Roger Porter, who will insure that 
the views of the State Department are solicited. 

Recommendation 

Sign memorandum at Tab C staffing this to Seidman, Scowcroft 
and Buchen. 
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