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Are you ready for $50 hamburgers?

Fifty dollars may be an exaggeration—unless you frequent some high-priced 
restaurants in major metropolitan areas—but I have your attention. Consumers 
should be prepared. Beef prices, for the foreseeable future, will continue to climb.

Some cuts of meat are already up 25% from where they were six months ago.
As the cook in the house, I usually buy a prime rib roast for New Years dinner, 
but not this year. The cost for said morsel doubled in price since last year. I bought 
Australian lamb instead, which was much more reasonable, but just not the same.

I assumed that the price of beef, like almost every other food product, was go
ing up due to supply shortages caused by the pandemic. I knew as the number of 
COVID cases climbed and businesses started to shut down that there was a run on 
everything from toUet paper to steaks.

In my neighborhood (back at the start of the pandemic), consumers flocked to 
the wholesale stores and supermarkets to buy what meat they could and stock up 
their freezers. At one point, rationing became a commonplace tool in controlling 
the consumption of beef, pork and chicken in a tight market.

One of the major bottlenecks was in the slaughtering and processing part of the 
business. More than 59,000 meatpacking workers were infected hy coronavirus, 
and 250 lost their lives, according to a government investigation. Since then, turn
over has been high in this labor-tight market, where low wages and poor working 
conditions are prevalent. All of these issues have contributed to higher costs.

Climate change has also become a bigger factor in the production of beef 
Drought, now a constant companion to ranchers and farmers, last year squeezed 
supplies of feed for cattle in the Northern Plains. It was so bad that some ranchers 
were forced to seU even breeding stock to slaughterhouses. This reduced the overall 
herd of beef by 2%, according to the Department of Agriculture.

Now, the southern part of the Plains is experiencing a deepening drought. It is 
here that most of the cattle in the U.S. are raised. That is expected to reduce the 
cattle stock even further, marking three straight years of dechnes and the smallest 
herd since 2016.

You might think that America’s ranchers and farmers are in “hog heaven” aS a 
result of these skyrocketing prices for beef at the supermarket, but you would be 
mistaken. Cattle ranchers receive about 37 cents on every dollar spent on beef, 
according to federal data. As input costs for everything from gasoline to livestock 
feed keep rising, the ranchers’ portion of profits drops even further. The sad fact is 
that drought is forcing more and more ranchers to reduce their herds, which has 
caused a glut of product at the slaughterhouses. That, in turn, causes the price the 
processors are willing to pay to plummet. But those price declines never.show up 
at the grocery store. Why is that?

It can be summed up in four names—Tyson Foods, Cargill, the National Beef 
Packing Company, and JBS—together, these conglomerates now dominate the 
meatpacking industry with an 85% market share.

Over several decades, through mergers and acquisitions and a lax attitude 
toward competition by regulators, the meat packing industry became an oligopoly. 
Once that was accomplished, these four remaining companies, in the name of 
efficiency, cut their capacity to process beef, closing slaughterhouses and process
ing plants across the nation. As a result, profit margins improved. Company stock

prices improved, but ranchers and farmers were increasingly forced to accept 
whatever prices the processors were willing to pay for their product. Over time, 
this oligopoly was able to first influence prices and then dictate what they were 
willing to pay ranchers for their herds. It worked. The four meat packing compa
nies identified above, for example, saw their profit margins jump 300% last year.

So, you might ask, who is making money from these steadily climbing meat 
prices? The government is asking the same question. The Federal Trade Commis
sion opened an inquiry into how anticompetitive practices by major companies 
have contributed to supply chain problems.

As for the meatpackers. Senior White House economists Brian Deese, Sameera 
Fazili, and Bharat Ramamurti, in a blog post in December 2021, explained it this 
way: “Here is the bottom line; the meat price increases we are seeing are not just 
the natural consequences of supply and demand in a free market—they are also 
the result of corporate decisions to take advantage of their market power in an 
uncompetitive market, to the detriment of consumers, farmers, ranchers, and our 
economy’

Bill Schmick is registered as an investment advisor representative ofOnota 
Partners, Inc. (OPI), in the Berkshires. Bill’s forecasts and opinions are purely his 
own and do not necessarily represent the views of OPI. None of his commentary is or 
should be considered investment advice. Direct your inquiries to Bill at 
413-347-2401, or e-mail him at bill@schmicksretiredinvestor.com. Investments in 
securities are not insured, protected or guaranteed and may result in loss of income 
and/or principal.

Events Calendar (Continued from page 24)

nary Arts Center of Carteret Community College (CCC). Enjoy an evening with 
bestselling author Kristy Woodson Harvey as she kicks off her nationwide tour 
for her new book. The Wedding Veil, which explores the mystery of an heirloom 
lost to time. Tickets include a copy of The Wedding Veil, heavy hors d’oeuvres, 
dessert, wine and beverages. Culinary selections will be created by the CCC 
Culinary Arts and Baking 8r Pastry programs. Tickets are $75. Visit carteret. 
edu/foundation and search for Lecture Series. Scroll down to this event and click 
on Tickets.
American Music Festival Presents Akropolis Reed Quintet. April 9, 7:30 p.m. 
at First Presbyterian Church, 1604 Arendell Street in Morehead City. Tickets are 
available at the door or online at AmericanMusicFestival.org. Adult tickets are 
$32, and student, teacher and active military tickets are $16. COVID regulations 
will be in effect, and masks are encouraged. Contact Linda Seale at 252-726- 
0478 for more information.
PKS Easter Egg Hunt. April 16, 10 a.m., at Garner Park on Oakleaf Drive in 
Pine Knoll Shores. Children 12 and under are invited to enjoy the hunt for over 
2,500 plastic eggs, filled with bite-size candy. There will be separate sections 
for age groups, and lemonade and cookies will be served. If you would like to 
contribute individually wrapped candies for the event, please drop off your 
donation at town hall by April 8. Contact maureenyoung9@gmail.com for more 
information.
Crystal Coast Shellebration. May 6-8, 9 a.m.-5 p.m. Friday and Saturday and 9 
a.m.-3 p.m. on Sunday, at the Crystal Coast Civic Center in Morehead City. This 
2022 North Carolina Shell Show will feature shell exhibits, arts and crafts, shell 
dealers and activities for children of all ages. $5 for adults, $3 for military and 
senior, free for youth 18 and under. For more information, visit ncshellcluh.com 
or contact karlynnmorgan@earthlink.net or ncshellclub@gmail.com.
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