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Background

Since 1930 most goods imported into the United States—including foods—have
had to bear a label informing the “ultimate purchaser” of their
country of origin.[1]

The law exempted some articles "economically prohibitive" to label: livestock,
vegetables, fruits, nuts, live or dead animals, and fish. However, the
"immediate containers" in which fruits and vegetables are packed must be
labeled. Thus cartons containing limes from Chile or mangoes from Mexico have
to be labeled while individual limes or mangoes from those cartons are

exempted.[2]

The 2002 Farm Bill made Country of Origin Labeling (COOL) mandatory for beef,
lamb, pork, fish, fresh and frozen fruits and vegetables, and peanuts.[3]
Congress directed the U.S. Department of Agriculture to issue rules to enable the
mandatory program to go into effect by September 2004. The USDA issued
draft Rules in October 2003.[4]

In January 2004 Congress voted to delay the implementation of COOL until
September 2006 with the exception of a seafood-labeling program.[5] A
coalition of food processors, wholesalers and retailers is seeking to repeal
mandatory Country-of-Origin Labeling (COOL) requirements for foods.

The question

Should country-of-origin labeling be mandatory?

The conservative perspective

Conservatives support a voluntary COOL system operated by the private
sector. Some describe this as the “Best Buddy” versus the “Big Brother”
approach.[6]

Conservatives maintain that a mandatory COOL would impose burdensome and
expensive paperwork requirements on American farmers and business. That in
turn would raise food prices and, if Americans are unwilling to pay a premium
for domestic foods, could make American farm products less competitive with
imports.

Conservatives note that food producers and suppliers can already voluntarily
inform consumers where their products come from. Some do so (e.g. New
Zealand lamb, Vidalia onions, Idaho potatoes) but only because consumers view
products with these geographic associations as higher quality. Thus the label is
a marketing tool, not simply an informational device. They maintain there is
little empirical evidence that the geographic origin of a product influences
consumer buying. Other factors such as price, quality, and freshness are far
more important.

Under the 2002 Farm Bill, COOL is offered as a voluntary program until such
time as it becomes mandatory. To date no grocery store or major food supplier

At a Glance...

The conservative view:

Food producers and suppliers can
already voluntarily inform
consumers where their products
come from.

Mandatory COOL will prove costly
to American farmers, food
processors, distributors, and
retailers while bringing few
benefits to consumers.

COOL will cause food prices to
rise.

The costs of labeling imported
food products will be lower than
the cost of labeling domestic food
products. This could cause
American products to become
less competitive with imports.

In the livestock sector many
animals are imported and then
raised to maturity or processed in
the U.S. The paperwork involved
in tracking these “mixed origin”
products will encourage more
value-added processing to take
place in Canada or Mexico.

For fast growing restaurant and
institutional markets not covered
by COOL less expensive
unlabelled foreign products will
displace labeled domestic food
products.

COOL is a protectionist strategy
likely to be challenged under
international trade rules.

The liberal view:

Surveys consistently show that
American consumers want to
know where their food is coming
from.

The cost of implementing COOL
can be very low especially if
regulators use the presumptive
standard whereby the product is
presumed to be of U.S. origin
unless otherwise marked.
Several federal laws, such as the
National School Lunch Program,
already require all foods to be
raised and processed
domestically.

Eight U.S. states have COOL
laws. In Florida such a law has
been in operation for more than a
decade without burdening
retailers or raising food prices.

has participated in the voluntary program. This indicates that firms do not perceive sufficient market benefits to offset the

costs.

In its analysis of the impact of the proposed COOL rules, the USDA conceded that surveys find consumers want information
about the country-of-origin of their food but found “little evidence to support the notion that consumers' stated preferences
for country of origin labeling will lead to increased demands for covered commodities bearing the U.S.-origin label.” USDA
analysts disputed studies that found consumers willing to pay more for labeled products. “Measures of willingness to pay do
not necessarily translate directly into measures of what consumers would actually pay when faced with marketplace
decisions... Current evidence on country of origin labeling...does not suggest that U.S. producers will receive sufficiently



higher farm prices for U.S.-labeled products to cover the costs of labeling. Moreover, it is even possible that producers could
face lower farm prices as a result of labeling costs being passed back from retailers and processors.”[7]

The USDA concluded, “the estimated benefits associated with this rule are likely to be negligible.”

The USDA estimated the costs of implementing a mandatory COOL program to be very high. First year costs for growers,
producers, processors, wholesalers, and retailers would from $582 million to $3.9 billion with the most probable cost being
near the higher end of this estimate. Using USDA's estimates, economist William Kerr calculated the price of fruits and
vegetables would increase by at least 11 percent and the price of fish by a minimum of 15 percent. At the high end of
USDA's estimates, the price of fruits and vegetables would soar 43 percent. The price of beef and lamb would go up 24
percent and the price of pork by 26 percent.[8]

Cattle Buyer’s Weekly (CBW), a trade journal, estimated that COOL would cost the beef industry alone at least $1.4 billion
annually and possibly as much as $1.9 billion.[9] The American Meat Institute predicted these added costs would “drive
value out of [the] meat production chain, capital investment out of rural communities, and some smaller operations out of
business.”[10]

Agricultural economists Dermot J. Hayes and Steve R. Meyer predicted that if the additional costs of a traceback verification
system were passed onto the consumers in the form of higher prices, domestic pork consumption would decline 7 percent.
Canadian feeder pigs, now imported by American hog “finishing” operations, would instead be fed and slaughtered in
Canada. America could become a net importer of pork.[11]

William Kerr explains that for beef products COOL would have three categories of labels. If the animal was born, raised and
processed in the U.S. it could carry the label, “Product of USA.” If it were imported it would be labeled, “Product of Country
X.” The problem, he maintains, occurs with the third label where the animal has mixed origins. In that case the label might
read, “Born and raised in County X, processed in the USA". “It is these mixed country of origin supply chains that will be
most affected by MCOOL (mandatory country or origin labeling), particularly in the short run.”

Kerr maintains that the relative cost of COOL regulations for beef and pork will be less for Canadian and Mexican products
than for U.S. products. The reason is that Canada and Mexico producers will only have to label the product when it leaves
the processing plant, Product of Mexico or Product of Canada. They won't have to track it any further. But meat products
originating from animals that were fed or processed in the U.S. would need a verification label and audit trail identifying the
supply chain origins.

Thus Kerr concludes that foreign unlabelled products will be less expensive than domestic labeled products. The former will
be purchased by hotel, restaurant and institutional(HRI) sectors that are not required to label the foods and where
consumption is growing faster than home consumption markets. Thus table ready cuts will become the preferred export
product from these countries. That in turn means that more stages of production and processing will take place in those
countries.

The Government Accounting Office proposed that COOL could burden retailers in three ways. First, they would have to
display the same produce items from different countries separately if each individual item is not marked. That means there
would be partially filled bins. Consumers find these bins less appealing and are less likely to buy from them. Second,
retailers may not have sufficient display space to separate produce and still stock all the different varieties consumers want.
A large grocery store may carry over 200 produce items. Third, the origin of produce shipments may vary each week.
Thus retailers may have to change store signs and labels frequently.[12]

Conservatives believe that, through the World Trade Organization, COOL could be challenged as a protectionist measure.
They note that the 1930 Act that required country-of-origin labeling, known as the Smoot-Hawley Act, was a highly
protectionist law that some economists believe aggravated the economic depression. The United State Chamber of
Commerce maintains, “"Country-of-origin labeling is protectionist and is primarily intended to restrain imports. Mandatory
labeling could create significant trade barriers and undermine ongoing U.S. efforts to reduce other

countries' trade barriers.”[13]

The World Trade Organization (WTO) allows country of origin labeling so long as the marking requirement does not seriously
damage the imported products, materially reduce their value, or unreasonably increase their cost.[14] These conditions
have never been tested in a WTO proceeding. But says the GAO “because the United States is such a large importer and
exporter of fresh produce, officials with USDA and the Department of State pointed out that a U.S. labeling law is more likely
to be formally challenged than are other countries’ laws.”[15]

The liberal perspective

Proponents of mandatory country of origin labeling maintain that American consumers want this information, that the
additional costs estimated by USDA are highly inflated and that most of our trading partners and several U.S. states already
have country or origin labeling programs that have caused little if any problems.

Liberals maintain, “"Every survey relevant to the labeling of food has revealed overwhelming consumer support for such
labeling and significant concern for information as to where their food is produced.”[16]

A GAO investigation in 1999 citied a humber of studies that supported this conclusion. One found that 74-83 percent of
consumers favor mandatory COOL for fresh produce. Another study found that about half said they would be willing to pay
“a little more to get U.S. produce”[17]

Liberals believe the USDA analysis of the cost of COOL was wildly inflated. They note that the General Accounting Office
itself found that USDA’s assumption “are questionable and not well supported”.[18] A study by several economists noted
that to estimate the cost of the paperwork involved the USDA had used a $25 an hour cost for farmers and ranchers while
the median wage of farm labor is $7.76 an hour. For food handlers, processors, packers, importers, wholesalers and
distributors the USDA estimated a cost of $50 per hour, but the median salary in those sectors is $13.60. For retailers the
USDA also used the $50 per hour figure while the median wage in the grocery sector is $9 per hour.[19]



Liberals contend that country of origin labeling is acceptable under current international trade rules. The National Farmers
Union (NFU) points out, "The U.S. country-of-origin labeling requirements apply to the enumerated commodities regardless
of whether they are of domestic or foreign origin, satisfying the “national treatment” requirements of international trade
agreements. In addition, there are no provisions in the law that would modify our current import tariff and quota
commitments. In fact, foreign products are already labeled as to country of origin at the point they pass through U.S.
customs. However, country of origin information is lost once these products enter the U.S. and undergo additional processing
and blending in this country as a result of U.S. labeling decisions made years ago. The new law will correct this problem in a
way that is totally within our rights under existing trade agreements.[20]

The NFU notes, “36 other nations already require some form of country-of-origin labeling on imported food products, and
U.S. exporters of those products regularly comply with those labeling regulations.” The GAO surveyed 57 U.S. trading
partner countries and found that 48 require country of origin labeling for one or more of the commaodities covered by the
new law.

The European Union imposes country of origin labeling regulations for fruits and vegetables, fish and shellfish and beef.
Japan requires country of origin labeling for all foods covered by the US law. [21]

Eight states have COOL laws.[22] Florida’s program mainly covers fresh produce. It has been operating for more than 10
years as an extension of its food safety inspection regulations. Two to three times a year inspectors visit Florida grocery
stores to check cleanliness, food storage temperatures, meat handling procedures and country of origin labeling. The COOL
requirement takes about 15 minutes. The inspectors check the shipping boxes and packagers in the store against the
display signs or labels. Florida does not require a verifiable audit trail and only requires imported products to be labeled.

Liberals argue that a number of federal programs already require suppliers to maintain records on the country of origin of
their products. For example, for the National School Lunch and Breakfast Programs the USDA requires that fresh fruits and
vegetables purchased be domestically grown, processed and packed and that meats be from domestic livestock. Under its
Subsistence Prime Vendor Program the Department of Defense requires that food purchased for US troops must be grown or
raised domestically.[23]

Liberals note that for animals a far more invasive identification program is already occurring. Under the requirements of the
Bioterrorism Act of 2002, the USDA has issued a Notice of Proposed Rulemaking to require the establishment and
maintenance of records by nearly all businesses in the food industry.[24] This would allow the FDA to quickly identify the
immediate previous source in case of an outbreak of disease.[25]

A key question in the rules regarding COOL is the level of record keeping required. What is meant by a “verifiable
recordkeeping audit trail”? Will third party verification, such as is required for organic certification, be needed or could such
verification be demanded by buyers further up the supply chain (e.g. slaughter houses, grocery stores.)?

Liberals argue that under the North American Free Trade Agreement’s Country of Origin Marking rules “Each Party shall, in
adopting, maintaining and applying any measure relating to country of origin marking, minimize the difficulties, cost and
inconveniences that the measure may cause to the commerce and industries of the other parties.”[26] One way of
accomplishing this is to presume that commodities are of US origin as the default position.

Under this regulatory reporting scheme all products are presumed to be of U.S. origin unless they carry a mark from
another country. VanSickle, et. al. maintain, “The least cost alternative regulatory scheme that complies with existing law is
to presume that all covered commodities are of U.S. origins while tracking existing marks of origin on imported products.”

Proponents of the presumptive standard note that many small processors, packers and other handlers would be de facto
exempt from any paperwork because they do not engage in the trade of imported product. They note that the General
Agreement on Tariffs and Trade (GATT) provides that “(w)henever it is administratively practicable to do so, contracting
parties should permit required marks of origin to be affixed at the time of importation”.[27]

Several federal laws already require most imports, including food items, to bear labels or other information designating the
country of origin. All swine imported from Canada, for example, must have a health certificate.

R-CALF, an association of cattle producers, notes that the Farm Bill says the USDA may use existing models to design the
program and the presumptive standard is already used in some these, such as the National School Lunch Act.[28]
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