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THE PACKERS AND STOCKYARDS ACT 

I. INTRODUCTION 

The Packers and Stockyards Act of 1921 is one of the 

earliest maj4r entries of the Federal Government into 

the regulation of private industry. The Inte r state Com

merce Commission of 1887 and the Federal Trade Commission 

of 1914 were the only earlier major federal regulatory 

acts. 

The Packers and Stockyards Act was enacted to deal 

with th~ monopolistic practices which had surfaced in con

nection with the buying and selling of livestock at the 

major stockyards. In 1917 the largest meat packing com-

. panies were charged with conspiring to control the meat 

industry of the United States. The Federal Trad e Commis

sion made an investigation of the meat packing in dustry 

and reported that the "Big Five" (Swift, Armo ur, Cudahy , 

Wilson and Morris) controlled the supplying market as 

well as the distribution market. The report showed th~ 

"Big Five" enjoyed a monopolistic position main ly becausp 

they owned rir controlled the stockyards and the f acilities 

required to distribute perishable foods. Thi s cUlltr ol 



included dominance over 1commission f irm s, de~lers, cattle 

loan banks and - trade publication s. 1 

The 1921 law was enacted to prevent harm to the 

rancher and consumer through an ~buse of this position. 

Subsequently the establishment of huge retail chains have 

cause d a change to occur in the structure of th e indu st ry. 

In 1966, the District of Columbia Circu i t noted: 2 

"Since then the structure of the industry has 
challged to the point where appellants' ( Safe 
way and A & pI two retail chain stor e corpora 
tions alone buy for 6,684 stores doing over 
$8 ,033, 893,421 of bu si ness a year. This has 
shifted the balance of market power so that 
they have absorG ed part of the prep aration 
and manufacturing function, for rea so ns of 
economy and efficiency, that the " Big Five " 
formerly pe rfo rmed." 

A. ORGANIZATION 

The Act provid es for administration by the Secretary 

of Agriculture whose dominant purpose i s to sec ur e to the 

patrons of stockyards the prescribed stockyard services 

at just and reasonable rates , and to compel these operat 

ing stockyards and market agencie s to furni sh eq uJl facili 

ties to all shippers of livestoc k at a uniform cost . 3 

The Packers and Stockyards Administra t ion consists 

of a headquart er~ locat ed in Washington, D. C. and 15 field 

offices. The headquart e rs of~ice include s the off ice of 

the administrator and two divisions, the Packers ~ nd 



Poultry Division and the Livestock Marketing Divisi on. 

The administrative staff ·is located principally in the 

field, with a market supervisor located at e~c h prin ci pa l 

stockyard. Most of the many informal complaints a re 

handled and adjusted locally.4 

B. DEFI~rTIONS 

The Act has defined various terms employed in the 

Act. In~luded are: 

1. Packer - any person engaged in the busine s s 
of bUYIng livestock in commerce for the purp oses 
of slaughter; or engaged in business of manu f a ctu
ring or preparing meats or meat food product s for 
sale or shipment in commerce; or engaged in mar
keting meats or meat products in commerce. S 

A nationwide food supermarket chain by rea s on 
of the nature of its operations has come within 
the defination of "packer".6 

2. Dealer - any person, not a nlarket age ncy , 
engaged in the business of buying or sel lin g in 
commerce livestock, either on his own account 
or as the jmployee or agent of the vendor or 
purchaser. 

Note that one does not need to be en gaged 
in · the sole busine s s of buying or s ell ing l i ve 
stock to be a "dealer". 

3. Live Poultry Dealer - any pe r s on e ngag ed in 
the ·business of buying or selling live poultry 
in commerce for purposes of slau ght e r either On 
his own account or as th~ employee or agent of 
the vendor or purchaser . . 

4. Market Asency - any person engaged in 
business ofuYlng or selling in co mme r ce 
stock on a commission basis or furni s hi ng 
yard services. 9 
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A. 

Market Agency includes within its sco pe 
persons generally spoken of as commi ss i on 
men or commission houses who bo th buy and 
sell livestock for customers 8nd char ge a 
commission for such service. 1 

5. Stockyard - any place, esta blishme nt, or 
facillty commonly kno wn as sto c kyard s , co n
ducted, operated, or managed for profit or 
non-profit as a public market fo r l iv est ock 
producers, feeders, mar ket agencies, and 
buyers, consisting of pens, or other en c lo
sures, and their appurtenances, in whi c h 
live cattle, sheep, swine, ho r ses, mul es or 
goats are received, held. or kept for s al e 
or shipment in commerce.· l 

6. Stockyard Servi ce s - mean s se rvi ces or 
facilltles furnished at a stoc ky ard i n connec
tion with the receiving, buying, or se lling 
on a commission basi s or oth erw i se , marketing , 
feeding, watering, holding, delivery , s hi p
ment, weighing, or handling in commer ce; of 
livestock. 12 

7. Posted Stockyard - Wh en th e Se cre tary of 
Agriculture ascertain s that cer ta i n stock yards 
come within the def i nitio n of s t ocky ard , he 
gives public notice t here of by po s tin g copies 
of notices in ' the stoc kyard. After th e g iv i ng 
of such notice the stockya rd is su bj ec t to t he 
provisions of the Packers and Stoc kyard s Act. 13 

II. REGULATIO N 

IN GENERAL 

Congress, by the enactment of t he Packers a nd Stoc k-

yards [I.ct, has given th e Se cr e t a ry of Ag r i cultur e th e duty 

to regulate dealers, market agencies, and s t oc ky a r ds. 

Because of the public interest involved, the meat pac king 



industry is ' treated as a public utility.14 The activities 
, also 

of live poultry d~alers ar~subject to regulations under 

the act. 1S 

Anyone who furnishes any of the services or performs 

any of the acts within the Act at a po sted stockyard--must , 

comply with the regulations. However the Secretary i s 

without Jurisdiction to ,settle private transa ctions u~ss 

an inequality is presen~ between a market agency or dealer 

and persons forced to deal with them. 16 

Because the Interstate Commerce Act has a purpose 

similar to the Packers and Stockyards Act, the latter pro

vides that the jurisdiction of the Secretary of Agriculture 

shall not overlap that of the I.C.C . 17 It has been held 

that the boundary shall be where transportation ends, which 

is at the unloading ~ens.18 , 

Except ' in limi ted circ'umstance s the Federal Trade 

Commission has no jurisdiction over matters committed in 

the Act to the Secretary of Agricul ture for administration. 19 

In United Corp. v. Federal Trade Commissi on,20 the Fourth 

Circuit held that a corporation which marketed canned 

meat products became a packer under the act and immune 

from FTC jurisdiction when it acquired a 20 per cent 

interest in its two suppliers who were packers und er the 

act. However a small amount of business that might be 



classified as meat packing should not insulate the other 

corporate activities from the jurisdiction of the FTC. 

State regulation of livestock markets i s pre-em pted 

by the Packers and Stockyards Act. But state laws which 

do not conflict with the federal act are not invalidated. 

Mahon v. Stowers 2l began as a bankruptcy proceeding. 

The U.S. District Court for the Northern District Gf 

Texas reversed the referee's holding that cattle sellers 

had a prior claim to proceeds from sales of meat over a 

creditor which had financed the bankrupt packer's purchase 

of cattle by means of a perfected lien on the packer's 

inventory. The cattle sellers appealed and the Fifth 

Circuit reversed and remanded with directions to give 

the cattle sellers priority over the perfected secu r ity 

interest. 22 The Supreme Court reverse d in favor a f the 

creditor. The Court held that the priority accorded t he 

secured creditor under the Texas Bus in ess and Co mm ercial 

~ode was not overriden by the Pa ckers and Stoc~y a rd s Act . 

However th~ Court cautioned, "While we hold that the Ac t 

and regulations do notex proprio vigore (by their own 

force) override the provisions of Texas law de termining 

priorities to the funds in question, we do not mean to 

say that a course of conduct mandated by the Act or regu

lations might not, just as any other course of conduct, 



be relevant or even , dispositive under the state law." 23 

B. REGISTRATION, LICENSING, AND BO NDING 

The Act provides that, e xce pt in lim i t ed ci r cums t an ces, 

no person shall carryon the business of a ma r ket agen cy 

or dealer at any stockyard th ~ t ha s been po s t ed, unle ss 

he has registered with the Sec r etary of Agr i cul t ure . 24 

The Secretary may require reason ab l e bo nds f rom every 

market agency and dealer to secure the per forma nce of 

their obligations. The Secretary is aut hor iz ed to prescrib e 

rules and regulations governing required bo nds . 25 

The ,requirements of registration and bo ndi ng do not 

apply to a meat packer, ,unless the meat pa c ke r purchases 

livestock at posted stockyards and comes wi th i n the defin i

tion of a dealer. Generally a pac ker i s a buye r of l ive 

stock and there is no reason for a pu r c haser t o execute a 

bond. The purcha~er does not coll ec t any money , no r i s 

he entrusted with the handling of th e live s to c~ af te r 

arrival at the stockyard and be f or e i ts sale . 26 

In U.S. Fidelity & Gu ar a nty Co . v. Clover Creek Catt le 

Co.,27 the ' Idaho Supr eme Court di s cu ssed the r eas ons for 

the bonding requirement. Today t her e are many more liv e c 

stock markets scattered across the nation t han th e few 
I 

great, central markets that existed when the Ac t was pa ss e d. 

In addition there is a trend toward "country bu ying" where 



packers and livestock dealers buy directly from the pro

ducer and , ' th~s ay~i~the public stockyard. Yet, because 

the meat packers remain near the large urban areas some 

distance from the ranches of the producers, one purpose 

of bonding is to make the financial and marketing structure 

of the livestock industry responsible to the producers. 

The Court', continued: 28 

" .... the existen'ce of the bond is the only 
reliable guarantee that the livestock pro
ducer will be paid. A producer may rely to 
some" extent , upon the reputation (if any) of 
the disclosed prinCipal for financial security. 
Yet the speed with which livestock transactions 
may be consummated may prevent any effective_ 
utilization of such information. Hence the 
bond is the most certain means of insuring 
the free flow of livestock in commerce." 

-'-The Act \'(as inte,nded to make the dealer strictly 
. ; 

11able to the extent ~f the amount of the bond in all 

cases where the livestock producer is not paid for cattl~ 

purchased by the dealer. The dealer's bond con stit uted an 

independent promise by the dealer to gua rant ee payme~t to 

, extent of his bond for all cattle purchased by him for him

self or for a disclosed or undisclosed principal. 29' 

If a person is registered both as a market agency and 

a dealer, he may be requi'red to file separate bonds to 

cover o~erations of each ' activity.30 The coverage of a 

dealer's bond extends to all public stockyards, and not 



just to the stockyard where the dealer is registered. 31 

Federal administrative law and not state law of agency wi l l 

govern construction of language in a bond required by the 

Ac t. 32 

Where the Secretary of Agriculture determines a 

market is near a city wh~re live poultry is received, sold 

and handled in sufficient quantity to constitute an impor

tant influence on the supply and price of live poultry, the 

Secretary may require a person other than packers and rail

roads io o~tain a license to perform certain services with 

respect to live poultry.33 

C. SUSPENSION OR REVOCATION OF REGISTRATION OR LICENSE 

The Act provides' that whenever, after due notice--a nd 

hearing, the Secretary ! finds any registrant is insolvant 

or has violated any provisions of the statute he may issue 

an order suspending such, registrant for a reasonable speci

fied period. 34 

The test of insolvency is met when the registrant's 

c~rrent liabilities exceed his current assets. 35 

In Daniels v. U.S.,36 the Seventh Circuit upheid the 

, four month suspension of respondent's privilege to trade 

as a cattle dealer in the St. Louis National Stockyards. 

The Court noted that suspension was an exercise of power 



granted to the Secretary of Agriculture to assure a proper 

adherence to the provisions of the Act. 37 

Suspension of registration of a market agency for one 

year was not considered excessive. Suspension depends 

upon violations of the Act committed when the dealer or 

marketing agency was registered as such and while registra

tion was in force and could not be based on prior miscon

duct. 38 

The registration required by the Act is considered 

as a form of license under the Administrative Procedure 

Act. Under the APA a license cannot be su spen ded except 

for a willful violation of the provisions of the Pack e r s 

and Stockyards Act. An intentional misdeed or such gro s s 

neglect ofa known duty may amount to a willful viol ation. 39 

Upon failure ~o comply with the order s of the Secre

tary, the Secretary i~ given the power to revoke registra

tion 40 and to enforce such revocation by applying to the 

district court for an injunction to restrain such person 

from further disobedience. 41 Revocation of a license 

requires a flagrant or repeatedviolation. 42 

D. PROHIBITED PRACTICES 

Section 213(a) makes it unlawful for any stockyard 

owner, market agency, or dealer to engage in or use any 



unfair, unjustly discriminatory, or deceptive practice or 

device in connection with determining whether persons 

should be authorized to operate at the stockyards, or with 

receiving, marketing, buying, or selling on a commission 

basis or otherwise, feeding, watering, holding, delivery, 

shipment, weighing, or hand1i~g, 'in commerce, of .1ivestock. 43 , 

Section 192 enumerates certain unlawful practices. 44 

Among these are: 

(a) engaging in unfair, or unjustly discrimina
tory. or deceptive practice in commerce. 

(b) making ·or givin1any undue preference to any 
particular person or locality. 

(c) apportioning the supply, if such apportion
ment has the effect of restraining commerce 
or of creating a monopoly in commerce. 

(d) selling any article for the purpose or effect 
of manipulating or controlling prices in commerce. 

(e) conspiring with any other person to apportion 
territory, apportion sales or controlling prices 
or to do any act made unlawful by the Act. 

In Swift & Co. v. U.S. 45 the Agriculture Department 

instituted administfative proceedings under the Packers 

and Stockyards Act against Swift and American Stores, two 

meat packing companies. The government charged the packers 

with using purchasing practices and agreements tri control 

the price of lambs in the western-slope area of Colorado. 

The packers had buyers in the area but, refraining from 



bidding on fat lambs, made substantially all purchases 

from one dealer-competitor instead of the producers. 

During 1959 and 1960, Swift purchased 55,619 fat lambs 

' in the ,western-slope area, with 83.1% coming from Heath 

& Son. ' During 1958-1960, American Stores purchased 

62,927 western-slope fat lambs, 82.8% coming from Heath 
, " 

& Son. The judicial officer found that the packers had 

engaged in an unlawful business practice prohibited '-by 

Section l'92(a) of the Act and Section 201.70 of the regu

lations. ' The packers ' p~titioned the Seventh Circuit'- t"o. 

review the cease and de'sist order. The Court held there 

was substantial evidence to establish that the lamb pro

ducers offered their lambs to all prospective bid ders 

and actively solicited bids, but substantially all lambs 

were purchased by one dealer. Because the petitioners 

purchased a very high percentage of their requirements 

from one dealer, the producer~~ prices were depress ed and 

such conduct violated the Packers and Stockyards Act. 

The regulations46 specifically prohibit: the circu-

lation of misleading reports; gratuities; use of other 

than actual weights in sales and purchases; certain acts 

of self dealing in consigned livestock; sales not in best 

interest of consignors; improper accounting; price guaran

ties; certain kinds of employment of salesmen on split 



commission basis; ma'rket agencies from employing certain 

persons engaged in. buying livestock; certain financing 

operations; and the furnishing of information to competi

tor buyer~. 

Many ·and varied practices at stockyards have been 

proscribed in formal proceedings as in violation of the 

act. Among those prohibited have been the recognition 

by market agencies of a "turn" system among dealers in 

the sale of stocker and feeder cattle to the exclusion 

of other prospective buyers, monopoly of the business at 

a stockyard in particular types of livestock, bribing of 

market agenci emploiees by a dealer to secure favored 

treatment in the sale of livestock, giving livestock 

truckers gratuties to influence them in consigning live

stock to a market agency for sale on behalf of the shipper, 

selling livestock exclusively to a particular buyer, and 

the turning over by order buyers of orders to purchase 

for filling by dealers. 47 

The subject of prohibited practices has been very 

productive in producing case law. Generally what is a 

prohibited practice must be determined by the facts of 

each case within the purposes of the Act. 48 

Violation of any of the ·prohibited practices might 



lead to suspension or revocation of one's registration. 

E. RECORDS SHALL BE KEPT 

The Act provides that every packer or any live poultry 

dealer or handler, stockyard owner, market agency, and 

dealer snall keep such accounts, records, and memoranda 

as fully and correctly disclose all transactions involved 

in his bus1ness, including the true ownership of such 

business by stoCkholdi~g or otherwise. 49 If the Secretary 

finds such records and accounts ' do not fully and correctly 

disclose all business transactions, he may prescribe the 
l 

'mannei arid", form in which such records and accounts shall 

be kept. Any" person who fails to keep such prescribed 

records and accounts may, upon conviction, be fined up to 

$5,000 andjor imprisoned up to three years. 50 

Another provision of the Act5l provides th e Secretary 

wi,th certain provisions of the Federal Trade Commission 

Act. The FTC provisions are made available in order to 

provide information ' for Congressional use. The FTC pro

visions give the Secretary the power to investigate, 

require reports, to make information public, invoke the 

aid of any court to issue subpoenas for witnesses and 

production of documentary evidence. 52 Failure to follow 

a lawful order of the Secretary may result in a fine or 

imprisonment. 



The regulations ~ake , specific notation of · what 

records are to be kept, what accounting methods are to 

be used, how long records are to be kept, and what other 

information is to be compiled, including annual reports. 53 

The Secretary's power to investigate th ose doing 

, business in the livestbck . industry is necessary so . that 

he may effectively perform his duties .under the Act and 

satisfy himself that the industry behavior is ' consistent 

with the law and the public interest. 54 

The subpoena duces tecum should not be indefini te , 

irrelevant or burdenso~on the subpoened party, yet a 

court may require a party to produce a mass of docu men t s . 

Thus a subpoena was upheld requiring a · packing comp i ny to 

produce all of its records pertaining to purchase and sale 

of livestock. meat and meat food products during a two

month period, includIng, but not limited to all purchase 

.· and sales invoices,shipping records, scale tickets, kill 

: . sheets, btl 'ls, deposit slips, check stubs, bank . statements, 

drafts, cancelled checks, sales . journals., correspondence, 

and general ledger for use in connection with investigation 

. to determine whether the company : ~as in compliance with 

the requirements of the ·Packers and Stockyards Act. The 

Court did not consider the ' sub~o~na overly broad, indefinite, 



or pertaining to irrelevant matters. The court noted 

that even if the subpoena in this case were nothing more 

than ~officialcuriosity", the Secretary had a legitimate 

right to the information. 55 

The Secretary's power to make information public may 

be used as an effective means to deter wrongdoing as well 

as inform the public. An example of a news release 

adverse to a company's interest was in a recent issue of 

the Wall Street "Journal. 56 The article reports that a 

hog-butchering oper~tion whicl! "salad-oil swindler", 

Anthony De Angelis~ became affiliated with after his 

release from prison, is in trouble with the law. The 

release described De Angelis' 1963 fraud when 1.9 billion 

pounds of salad oil disappeared. After his 1973 pa r ole, 

De Angelis became manager of Rex Park. The meat packi ng 

concern was charged .with violating the Packers and Stock

yards Act by failing to pay for several million dollars 

of livestock. Regulations require that meatpackers promptly 

pay for livestock unless credit is arranged in advance. 

Rex Park bought hogs throughout the United States and 

issued insufficient funds checks. As of March 1, 1975, 

Rex Park owed about $3.5 million for livestock. 

F. RATES,CHARGES AND SERVICES 



Section 206 of ' the Act provides that all rates or 

charges made for any stockyard services furni s hed a t a 

stockyard by a stockyard owner or mark e t agency sha l l be 

just, reasonable, and nondiscriminatory .5 7 

Section 205 requires all stockyard se rv ice s shal l be 

reasonable and nondiscriminatory. Where th ere is a state 

agency authorized to weigh livestock, th a t age ncy may be 

registered as a market agenc y and thu s becomes subject 

to the requirements of the Act. 58 

Section 211 gives the Secretary, aft e r a ful l hea ri ng . 

the power to determine and prescribe what wi l l be the 

just and reasonable ' rate or charge to ' be mad e by a stock -

yard owner a market agency in connection wi th the f urn i sh 

ing of stockyard services. 59 

1 • 
The Secretary determines what a reas onable rat e or 

charge is in much the same way as pu bl i c uti l ity commis -

sions arrive at a rate. A rate bas e i s se t and after 

allowing for costs of operation, a reaso nable rate of 

return is prescribed. Generally the rate base is eq ual 

to the fair market value of the assets of the conc er n . 

For problems involved in valuing specific asse ts and pr o-
60 perty, one should read- the St. Jo s ep~ Stock Yar ds Co . 

61 and Denver Union Stockyard Co. cases. 



S.tockyard services, defined earlier in this paper,62 

are discussed in detail throughout the regulations. With 

regard to weighing of livestock, the regs tell you all 

you need to know and more. 63 By reading over 23 pages 

of directions one may learn the official Packers and 

Stockyards method of how to weigh a chicken. 
, 

Section · 217(a) allows the Secretary to authorize the 

making of a charge for brand or mark inspection of live-

stock originating in a state · where branding or marking 

livestock to determine ownership prevails by custom or 

by statute, such service and charge to be made by a state 

agency or ·livestock association with only one organization 

authori·zed to d~ so for each ~UCh state. 64 

Generally a stockyard operator's liability for injury 

to or death of stock is deiermined under ordinary negligence 

law. Th~s a stockyard owner was not liable to owners of 

sheep which were killed by marauding dog s while in a feed 

lot. 65 

The · common law rule that a thief can not pass title 

to .stolen goods was not abrog~ted by the Packers and Stock

yards Act. In Walker v. Cabiness,66 a livestock commission 

·company who had sold stolen cattle delivered to the company 

by purchasers buying from the thieves, was held li ab le to 

the owner~ for the value 6f the cattle. 



Section 215 pr~vides that any stockyard owner, I~arket 

-agency. or dealer who knowingly fails to obey any orde r 

made under Sections 211 (power of Secretary to determine 

rates and charges). 212 (prescribing rates with re gard 

to interstate commerce), and 213 (preventi on of unf a i r 

practices) shall forfeit to the United States $500 for 

h 67 eac offense. 

III. ADMINISTRATIVE PROCEEDING S 

The Se~retary is authorized to enforce the rules and 

regUlations of the Act through administrative proceedings. 68 

In summary. this procedure begins with a filing of 

a complaint by the Secretary. The defend ant is given a 

hearing at which he hears the evidence against him, is 

given an opportunity to be heard by cou ns e l and through 

witnesses. A cease and desist order agai nst any vi ol ations 

found after the hearing becomes final unles s within 30 

days the defendant appeals to the U.S. Cir cuit Court. 69 

The Court of Appeals has exclusive juri sdiction t o 

review the Secretary's order. An order may be affirmed, 

set aside, or modified. Action by the Court of Appeals 

is subject to review by the U.S. Supreme Court by certio

rari. 70 



Generally, fin~ings by the Secretary are final and 

will not be disturbed if in accordance with the law, even 

though the reviewing court might reach a diff erent con

clusion upon consideration of all the evidence. 71 
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