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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON. D C. 20548
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To the President of the Senate and the
Speaker of the louse of Representatives

This is our report on the implementation of the Fair
Packaging and Lab:ling Act and related food tabeling laws and
the improvements needed by the Food and Drug Administration,
Department of Health, Education, and Welfare; the National
Bureau of Standards, Departnent of Commerce; end the Agricul-
tural Marketing Service, the .Animal and Plant Health Inspec-
tion Service, and the Iconomic Research Service, Department
of Agriculture, to provide the consumer with more usable
imformation for making the valve comparisons contcemplated by
the Congress and tor determining which brands are best suited
to their speocific needs or preferences.

we made our review pursuant to the Budget and Accounting

Wi, IUID (3L UL 53, and the Accounting and nuditing Act
of 1250 (3L U.sool 07). -

Topies or thlis rveport are being sent to the wvivector,

citroe of Manaygeuent and Budeget; the Secretary of flealth,
Pducation, and wesfare; the Sceretary of Agriculture; and

the secretary of Commerce.
Q ﬁ Lot
HiAAL A {f & 4

Comptroller General
of the United States
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COMPTROLLER GENERAL'S
REPORT TO THE CONGRESS

DIGEST

WHY TEE REVIEW KAS MADE

GAO wanted to find how well the
Government had carried out the
Fair Packaging and Labeling Act
(FPLAY and related food packaging
and i1abeling laws to

--promete honest and fair dnalings
with consumers and

--insure that packages and labels
provice information to help consu-
mers compare products ard deter-
mine which best provide for their
specific needs or desires.

GAO also appraised the probeble
effect of proposed changes in
these laws on industry and con-
suners.,

FINDINGS AND CONCLLUICNS

Although most food products comply
with Federal packaging and label-
ing laws and regulations, improve-
ments are needed so that labels
tell consumers what they need to
know Lo compare and select those
products best suited to their neads
or wants.

Several bills were introduced in
the 93a Corcress +o amend FPLA ang
related focd labeling laws to re-
aguire food labe's to include in-
formation concerning

Tear Sheet Upon removal, the report
«over Jate should be noled herean

FOOD LABELING:

GOALS, SHORTCOMINGS,

AND FROPQOSED CHAKGES

Department of Health, Education,
and Welfare

Departnent of Agriculture

Department of Commerce

--ide, tity of ingredients,
--nutrient values,

--percentage of muin {or character-
izing) ingredients,

--quality grades of characterizing
ingredients,

--product freshness, and

--unit pricing (the price per stand-
ard measure, such as price per
cunce, pound, pint, etc.}.

The ability to compare these fac-

tors (or the lack of it) affects

the ability of consumers to select

the products most suited to their

specific needs or preferences. (See

pp. 1 and 2.)

Need Tor jull disclosure
of ingredients

Tr2 Food, Drug, and Cosmetic Act re-
quires that most food products have
their ingredients listed on their
labels. In accordance with the Food,
Drug, and Cosmetic Act, however, the
Food and Drug Administration (FDA) 148
has established standards of iden-
tity specifying mardatory and op-
tional ingredients for 284 food
preduct categories. These “stand-
ardized" products are exempt from
having some of their ingredients
Tistan.

MH-75-19
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In addition, the Food, Drug, and
Cosmetic Act permits spices, fla-
vorings, and colcrings to be listed
in general terms rather than by
specific name. FDA also permits
vegetable oils to be listed in
general terms.

As ¢ result, products exempted or
perimitted to have & yeneralized
ingredient listing may not provide
consumers--especially those on
special diets--the information
needed to choose these products
best suited to their specific needs
or preferences. Consumers who need
this information include

--approximately 23 million people
with heart conditions,

--over 4 million diabetics and
kidney patients, and

--over 7 miliion people suffering
from allergy reactions.

GAQ's review of 284 food categor-
jes exempt (rom listing scne of
their ingredients showed .hat at
least 1 of 10 ingredients 2voided
by consumers on special diets was
an optional ingredient in 127 food
categories and was not required to
be listed on the label.

GA0 randomly selectec 1,000 foud
products from Uetroit area super-
markets and found that labels for
129 discloscd none or only scme of
treir ingredieris. Also 94 percent
listed spices, “laverings, color-
ings, and vegetable oils in gen-
erai terms. (Sece pp. 3to g .)

D A R I vy s P
sl

Many Americans suffer dietary and
nealth prctlems due, in part, to

ii

the lack of good nutrition. Defi-
cient diets are caused frequently
by pnor food choices resulting, to
some extent, from lack c¢f nutri-
tional information on food labels
and the lack of education in nutri-
tion.

Nutritionists believe that improved
diets help prevent diseases or re-
duce their impact.

FDA began a cvrogram in March 1973,
requiring detailed nutritional in-
formation on the labels of foods
that are fortified or for which
nutriticnal claims are made and en-
couraging manufacturers of other
foods to voluntarily include nu-
trient information on their labels.

In March 1974 GAO's retail srelf
survey of lakels on 252 food prod-
ucts howed that 48 percent had the
nutritioral informat-on in the for-
mat prescribed by FDf.

FDA did not initiate its multimedia
consuimer education projram to ex-
plain the nutritional labeling for-
mat to consumers until May 30, 1974,
Foreover, no money was provided;
instead FOA is relying on public
service announcements frequently
made on nen-prime time slots on
radic and television. (See pp. 12
te 21.)

v -7 N - . - a ;- e
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tabels frequently tack informaiion
concerning the .mouni of character-
izing ingredients in the product--
that is, the amount of beef in beef
stew or apples in apple pie.

Manufacturers can and do vary the
percentage ¢o. characterizing
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ingredients and thus vary the value or
acceptability of their product with-
out «: nsumers’' knowledge.

GLO reviewed recipes for 57 products
in 21 meat and other food categories
and found that the percentage of in-
gredients varied. For example, beef
in beef stew varied by as murh as 22
percent belween brands.

In addition, an October 1872 article
in Consumer Reports showed that the
significant Zifferences "n the drained
weignt of carned foods wore not always
related to the retail prices.

GAQ's examination of 317 randomiy se-
lected products which had character-
izing ingredients showed that only

4.1 percent of the labels stated an
amount or percentage of characterizin-
ingredients.

FDA, in March 1973, established regu-
lations for requiring the labels of
some food products to show the per-
centage of each characterizing in-
gredient. The Commissioner of FDA
concluded that R
‘ <
--percentage labeling sheuld be used
when this informatic. nay have a
material bearing or price or con-
sumer acceptance of a food or
when such information may prevent
deception and

--percentage labeling often is nec-
essary for consumers to choose be-
tween competing products.

FUA required percentage labeling on
two specific products--diluted crange
Juice and seafood cocktail--when it
established the regulations. The
ragulations provide for interested
parties to petition FDA to have prod-
ucts bear percentege labeling.

Tear Sheet

However , as of March 1974, only one
petition had been submiited.

Although perccentage labeling may not

be appropriate for all products, little
has been done to judge the practicaltity
and need for percentage labeling on an
individual product basis.

FDA officials said a review of the per-
centages of ingredients in all foods is
not warranted or worth the expense.

If FDA continues to rely on petitions

by interested parties to identify prod-
ucts appropriate for percentage of char-
acterizing ingredient labeling, it ap-
pears to GAO that few products will be
labeled this way. (Se2 pp. 25 to 23.)

Juality grading--help or handicap?

Many ccnsumers can't compare the value
of competing produc®s without opening
the container because labels ge erally
don't bear information or grades con-
cerning the quality--that is, coler,
size, texture, flavor, blemishes or
defects, and consistency.

The Department of Agriculture (USDA}  +%

has sucgested that consumers use its
quaiity grading system to compare com-
peting products. The USZDA grading
system, however, was intended for use
at the wholesale and manufacturer level,
and it can present problems to con-
sumers trying to use it.

A USDA study reported that most con-
sumers knew little about the USDA
system, They could not identify cor-
rectly the Government grades of the
products they purchased. The several
sets of grade names and designations
tend to confuse consumers. Ten dif-
fereat top quality grade designations
are used by USDA for differert food
categories.
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A USDA official said the curvent cost

of voluntarily grading less than 100

Many food store chains voluntarily, or
by State or local law, have begun open

percent of only six categories of food dating many perishable and semiperish-

products was about $183 million an-
neally. If grading became mancetnr:,
the cost of grading all foed proue.ts
in these same six cateygaries would
increase by about $.27 nwiliion 0 g
total of about $510 miliion annua’ ly.
If all food products were graidna the
costs would be significantiy greater.
(See pp. 36 to 40.)

.- S . . -
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Freshness is obviously important in
comparing perishable and semiperish-
able food products. Aiter a few days
some foods begin to lose their color,
taste, and nutrient values. This
period is called shelf life.

Food manufacturers for years have
dated their products for their in-
ventory conerol and to help rotailers
rotate stock on the shelves, but this
information was usually coded and was
of no use to consumers. uUncoded dat-
ing information is comcaly referred
to as cuen dating.

vost focd products are properly ro-
tated by retailers, but a study In
vacde County i(petropolitan Miami),
Florida, of supermarket invertories
before and after open dating was in-
troduced there in 1971 showed tnat
about 5 percent of the perishable
progucts were still on che snelves
past tne prescribed last day of <aie.

vA that she nad purarased @ frozen
urhey T2ast an Uzge ber 1972 with 2
o

able products. HKowever, the variety
and types of date. ~sed and the general
wisunderstanding of their meaning have
resulied in Timited ceonsumer use of
the ditea. (See pp. 43 to 43.)

. AT A
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Despite thc FPLA procram to reduce
the number ¢ .o7l3ge sizes, stucies
show that constrers orying tn seleat
the Towest priced preruct e inac-
curate selections at lesst 40 percent
of the time.

Unit pricing helps concumers to com-
pare prices withcus navica to make
corplicated mathemacical calculatiuns,
and can--if presented efiectively--
significaently reduce price comparisor,
errors by cunsumers.

For exariple, the average percentage of
correct choices (the package which gave
the rost guantity for the least_money)
was £3 perceit nigher when (it pricing
was provadid and the aversge shopping
tire wes SignifiZantl, Tess, one stu':
showed. ’

Unit pricirg is avaiiable in about

57 percent of *ne chain-operdted supee-
rarkets and in 29 percent of the in-
depencent sufenarkets.

Lut sartations in the pusber of products
covered Ly individual stores or chains,

Srovlens In oo ‘esjan d ngintenance
n .1 unusual case, one consdmer wegte STODIERS In tne cesign and waintenance

of shelf levels, inappropriate units
of reasure, and lack of prumotion and

coupon for @ weal ther oneter enclosed, Chplanatory naterials have all contrib-
- uted te problers consumers have in un-
derstending anu dsing unit pricing.

pp. 51 te £50)

P COupit, Nowever, capired oun
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ndo LIk Co.DOR Uale errcehulius?  was
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(9 to 68) in the percentage of
shoppers claiming any use of unst
pricing, and the average was only

34 perceat. One main reason fo- this
iimted use has beer the lack of
awarenass and understanding of unit
pricing.

Ystimates shus the annual coct of
providing unit pricing for the ma-
jority of consumers couid be as high
as $132.8 mitlion. This cost would
have t¢ be passed on to consumers in
the form of higher prices.

The estimated increase i- feod nrices
would be aboutl $5 71 a yeer, or 11
:ents a week for a family of four.
"Mis estimale is based oa the 1973
annual cost of food estimated by USDA
© . the 0.17 nercent of szles cost
estimate found in studies cf unit
pricing systems in operation.

Altho.gh few consurer studies of
dollar savings from unmit pricing

have been maae, one survey chowed that
about 8.8 parcent of the purcnases ob-
served urobably involved the use of
init pricing and another study con-
¢ivded that participants had actuallv
s.ved about 3 percent of the purchase
price throuyh the use of unit pric-
ing. Thi- is 0.264 percent of the
cost of a1 purchases and indicates
that corsumers, by using un.t pric-
ing, can orfset the cost of provid-
ing it. {See pp. 69 to 36.)

CeBswre »oand Lndudiry corremys

Officials from 22 food manufacturing
and retail firms, 4 food manufacturer
and retailer trade asscciations, and
5 consumer groups were interviewed.

Altnough in many instances both cen-
sumier and industry representatives
stated that consumers needed more in-

Tear Shegt
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formation to (2adily make value com-
parisons as internded by FPLA, they

often disagreed on how _uck iaformation
should be presented ang on how it snould
be controlled to insure %hat consumers
received the maximum benefits.

Basically inuuc*ry and consumer repre-
sentatives differed on whether any
charge in food label“nu requiraments is
justified and on the impa.. of the
change on foud prices. (See pp. 6, 2U,
32, 39, 47, and 85.)

AL I AM 7'7"
RECOMNEN Y TUONS

2 The Secretary of Health, Education, and

Welfare (HEW) shoutd direct the Commis-
<ioner. FDA, to:

--Promulzete regulations requiring la-
bels of fooc products to identify the
specific vegerablie oils used. (See
p. 10.)

--Monitor the effectiveress ot reiying
on public service announcements to
present FDA's cunsumer education pro-
gram, and, if appropriate, dsvelop
more effective weans af presenting
the information to corsumers. {See
n. 22.}

- -Identify foods that would *2 appro-
priate for percentage cf character-
izing ingrecdieni labeling and require
such toods to include this informa-
tion on their iabels. (See p. 34.)

ine Secretary of Agriculcure should re-
vise existing regulations 10 make grade
desi, ,2tions uniform ¢ 4 easier tor con-
suwiaers ang industry to understenc,

(Ses p. 41.)

[RATAIY S 1d ocor I-Q
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Genarally, HeW and USLA concurred n
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5A0's recommendations and advised GAG
cf the positive actions they were tak-
ing} (See pp. 10, 22, 34, 41, 48, and
87.

GAQ also obtained the views of the le-
partment of Commerce on mavters ia
this report. {See pp. 48, 37, and
83.)

MATTERS FOR CONSIDERATION
BY THE CONGRESS

The Congress should consider amending
FFLA, the FDAC Act, and related feod
labeling laws to:

--Require full disclosure of all in-

gredients on packaged food products
including "standardized” products.

~-puthorize FDA to require food la-
bels to specifically identify spices,
flavorings, and colorings where a
proven need exists. {See p. 10.}

--Establish = uniform open-dating sy=tem
for perisha.le and semiperishable fonds.
(See p. 48.)

--Establish a unit pricing pregram, in-
cluding guidelines for the design and
maintenance of unit pricing informa-
tion and the education of consumers
abogt its use and benefits. {(See p.
80.
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CHAPTER 1
INTRCDUCTION

In the | ist two decades, the retail food industry has undergone
cunsiderable change. The supermarket with its self-service aisles and
rows of prerackaged food has, to a large extent, replaced the meighbor-
hood grocery store. Modern manufacturing techniques, improved transpur-
tation, and chemical additives and preservatives have enabled food
manufacturers to provide consumers a greater variety of food products
as well as more prerared or convenience-type food products than ever
before. The average supermarket carries over &,000 different selections
of products--more than 4 times the numher available in the neighborhood
grocery store 25 years ago.

With these changes has come more variety in our menus and more
time aw ., from the kitchen for homemakers; but also more confusion for
shoppers who rely on food labels to help them compare aud choose those
products besc suited to their specific nszeds. Since 1906 the Congress
has enacted several laws which prohibit the mislabeling of food products.

The Food and Drug Administration (FDA) administers the Federal
Fooa, Drug, and Cosmetic Act, as amendea (FD&C Act) (21 U.S.C. 301);
the Department of Agriculture (USDA) administers the Federal Meat
Inspection Act (21 U.S.C. €601) a°d the Federal Poultry Products Inspec-
tion Act (21 U.S.C. 451); and the Federal Trade Commission (FIC) acdminis-
ters the FTC 4&ct (15 U.S.C. 58) for other consumer products.

Tn 1966, the Congress enacted the Fair Packaging and Labeling Act
(FPLA) (15 U.X.C. 1451) which went beyond previocus labeling requirements.
In addition ta prescribing labeling requlrements to prevent deception
and misbrandiag of foed products, FPLA stated that food labels should be
informative. JSection 2 of FPLA, "Declaration of Policy," states that:

"Tnformed consuaers are essential to the fair and

efficient functioning of a free market economy. Packages and
their labels should enable consumers to obtain accurate infor-
mation as to the quantity of the contents and should facilitsate
value comparisons. Therefore, it is hereby declared to be the
policy of the Congress to assist consumers and manufacturers

in reaching these goals in the marketing of consumer goods.'

Most food labels are required te provide four basic pieces of
information to consumers:

~~Common or usual name of the product.
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—-Name and place of business of the manufacturer. packager, or
distributor.

--Net quantity of cortents.

--Ingredients listed by common or usual name in order of de-
creasing predomirance.

Federal laws also provide minimum quality 3tandards for certain food
commodities or standards for grading the quality of certain agricultural
comnodities to promote honesty and fair dealings in the interest of
consumers. These standards affect a relatively small number of products.

Since FPLA goals were established in 1966, the debate over food
labeling has continued. Consumer groups have been advocating that
certain provisiors of the law need to be strengthened to accomplish
FPLA's objectives, and industry pgroups have been concerned about
whether the proposed changes to FPLA would be ineffective, e¢xpensive,
and unfair to the fcod industry.

Over <0 legislative proposals were introduced in the 93d Congress
to amend FPLA and other laws concerning food labeling. These proposals,
if enacted, ‘7ould require food manufacturers and retailers to

--fully disclose all ingredients,

--provide information on nutrient values,

~-disclese percentage and quality grade of characterizing
ingredients,

—-use open dating, and

--use unit pricing.

v ]
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CRAPTER 2

NEED FOR FULL DISCLOSURE OF INGREDIENTS

Consumers' abjlity to compare competing food products and determine
wvhich brands are best suited to their specific needs or preferences
depends in part on their ability to idertily the specific ingredients
used in each product. T'he FD&C Act requires most food products to
have their ingredients listed on their label. In accordance with the
FD&C Act, however, FDA has exempted many different product categories
from having some of their ingredients listed. Im addition, the FD&C
Act permits food manufacturers to list srices, flavorings, and colorings
in general terms rather than by specific name. FDA also permits food
manufacturers to list vegetable oils in general terms.

As a result, products which are exempted or permitted to have
a generalized ingredient listing may not provide consumers--especially
those on special diets—-~the information needed to choose those products
best suited to their specific needs or preferences.

SOME PRODUCTS ARE EXEMPT FROM
LISTING THEIR INGREDIENTS

Since 1938, FDA has established standards of identity for 2841
different food products, which specifv the mandatory as well as optional
ingredients used in a specific type of food. The standards also specify
the mandatory cr optiovnal ingredients which must be 'isclosed on the
larel. However, certain ingredients--whether mandatorv or optional--in
these "standardized" foods are exempt from any labeling requirement.

For example, the standard for ice cream requires it to contain
milk {a mandatory ingredient;, however, optional ingredients, such as
sugar, sodium compounds, salt, eggs, and nuts, can be included at the
manufacturer's discretion. The standard does not require label dis-
closure of any of these mandatory or optional ingredierts. In contrast,
the standard for canned peas requires labeling of some optional ingre-
Jdients--sodium compound, salt, ind monosodiuu glutanate--while another
vptional ingredient, sugar, can be included in the product without
labeling.

Commonly used vproducts which bave standards of identity include
cereal flours, macaroni and noodle products, bakery products, milk and

lln March 1973, FDA suspsnded Federal regulations (21 CFR 27.150-27.168)
which established definitions and standards of identity for 19 dilutred
orange juice beverage and related product categories.

BEST DOCiiaenT AVANLABIF



cream, cheeses, frozen desserts, canned fruits 2nd fruit juices, fruit
pies, jellies and preserves, olepomargarine, nut products, and canned
vegetables. (A complete list of standardized products is shown in
app. 1V.})

lmpact on consumers on special diets

Knowledge of food ingredients, while important to all consumers, is
especially important to thos? on special diets because of illness,
allergy or other reasons. Fov example, cfficials of the American
Heart Association estimate that about 23 million people who have heart
conditions should be avoiding saturated fats, sodium, and caffeine. Over
4 million uiabetics and kidney patients must avoid or restrict their
inuske of sugar and potassium, respectively, and both should restrict
their inteke of sodium. 1In addition, allergy physicians estimate over 7
million people suffer from allergy reactiunms to ingredients, such as
milk, eggs, gluten, wheat, corn, tartrazine, nuts, and monosodium gluta-
mate.

We compared 10 ingredients--sugar, sodium, milk, wheat, eggs,
gluten, tartrazine, auts, monosodium glutamate, and caffeine--that should
e avoided by consumers on special diets, with standards for 284 food
categories. Results showed that 127, or about 45 percent, of these
standards included as optional at least 1 of these ingredients but did
rot require manufacturers to list them on food labels.

For example, sugar, sodium, eggs, and monosodium glutamate are
optional ingredients in mayonnaise. Because the standard for mayonnaise
does uot vequire labeling of those ingredients, consumers cannnt de-
termine whether they are present.

Officials of the Michigan Diabetic Asscociation and a Veterans
Administration hospital told us they advise those with certain health
problems to avoid foceds, such as mavonnaise, without full ingredient
listings on their labels. Fcos exampla, we interviewed three patients
on low sodium diets at the Veterans Administration hospital who told us
they avoid most canned fonds uniess the label lists all ingredients.

FDA's files showed other prcblems consumers face because they do
not knew what ingredients are used in foods. The Allergy Foundation of
America and many individual consumers informed FDA of difficulties in
following special diets because some products' food labels do not list
all of their ingredients. Ior example, one lady wrote:
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"I have several food allergies among whizh the latest is MSG
fmonosodium glutamate]. I know of other people who are
bothered by this and who cannot tolerate meat tenderizers
which I also find a problem. I am careful to read labels
but when there is nothing on the label to read I am at a loss."

Current industry practices

Although many products do not have all ingredients listed on their
labels, the food industry appears to be voluntarily moving closer to
full disclosure.

We interviewad officials from four food manufacturing firms with
national distribution that are now voluntarily lsbeling the ingredients
on all standardized foods c¢r plan to do so in the near future. The
officials generally expressed the opinion that there was no reason not
to provide this information if consume.s want it.

However, our review of the labels for 1,000 food products randomly
selected from 7,022 products on inventory lists of 2 supermarkets in the
Detroit metropolitan area showed that 129, or about 12 percent disclosed
none or only part of the ingredients contained in the product. In eact
case, FDA, in accordance with the law, had exempted these foods lrem
having some or all of their ingrecients listed.

Proposed changes in laws and regclations

In February 1971, the Law Studenis Association for Buyers' Educa-
tion anu Labeling petitioned FDA to require full disclosure of ingre-
dients on all food labels to allcw consumers to make more knowledgeable
choices in the food thev eat.

In the March .9, 1972, Federal Register, the Commissione. of FDA,
having evaluated th.: Association's petition and related correspondence,
concluded he did not have the authority to promulgate blanket regulations
requiring full disclosure of ingredients. FDA can require disclosure
on individual products; however, FDA officials told us such a tasbk is
time consuming and expensive.

DA officials told us FDA supports legislation introduced in the
Congress which would require all standardizr? foods to list their in-
gredients, In the 93d Congress, several legislative proposals (such as
H.R. 1106, H.R. 1235, H.R. 1525, H.R. 3709, H.R. 3701, H.R. 5861, H.R.
5953, H.R, 16392, S, 904, S, 1197, S. 2110, and S, 2373 wera introduced
which would so awmend the FD&C Act.



In the meantime FDA can and has under I ts present authority started
to require full disclosure of optional ingredients as a part of its
more recent standards. FDA also plars to require labeling of all op-
tional ingredients in future standards. In addition, according to FDA,
if such legi<lation is not enacted, all prior standards will eventually
be amended to require full disclosure of optional ingredients. FDA has
no timetable for revising present standards.

SOME INCGREDIENTS DISCLOSED IN GENEPAL TERMS

The Fp&C Acc requiras foods without standards of identity to dis-
play the common or usual naume of each irgredient. However, it has been
industry practice to list some ingredients in general terms, such as
vegetable o0ils and fats. In addition, the FD&C Act allows spices,
flavorings, and colorings in all products to be listed in general terms.
As a result, food labels frequently list 'vegetable c¢il" as an ingredient
vithout sperifying whethier it ‘s coconut oil, cotton seed vil, corn oil,
etc.; or 1 st "artificial colering,"” without specifying the number and
kinds of cclorings or comtination of colorings.

General listing of these ingredients is pevmitted to provide In-
dustry flexibility to change from one ingredient to another as the
supply and demand for ingredients fluctuated. In addition, the use of
general terms for listing specifir ingredients was intended to protec-
manufacturers recipe trade secrets.

Impact on consumers

Recently consumer interest in knowing the exact nature of ingre-
dients used in food products has increased. soume corsumers are concerned
because ot allergies to specific ingredients and others are concerned
about the cholesterol level and saturated fat ratios of cervain oils.

The use of gencral terms for ingredients such as spices, flavorings,
coleorings, and vegetable oils can create a petential hazard for con-
sumers with allergies or other specific health problens.

Tne American Academyv of Allergy estimated about 300,000 cases of
allerygies to tartrazine (yellow dye No. 5), which is an ingredient
commonly used in foods such as powdered orange drink products. However,
tartrazine is not specifically identified on the label of products in
which it is used.

While some individuals mayv be allevrgic to specific spices, flavor-
ings, or colorings; consumer organizations, medical associations, and
some of the “ation's leading allergists advised us that, except for
tartrozineg, such ingredients were not the cause of significant numbers
of alleryy problems.
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Many studies have been made concerning the association of high
cholesterol diets and coronary heart disease, Researchers' analyses
of case histories of patients with heart disease have identified several
factors, inzluding high levels of cholesterol and saturated fats, in the
diet which are associated vith the high risk of heart disease.

For exaw rle, researchers tound coronary relapses were reduced by
25 percent to 50 rercent among men whose diets were adjusted to reduce
the intake of fat and cholesternl. Anct+her study2 concluded that
heart patieats lived au average of about ° years longer when their diets
were controiled. These studies, however, have not been conclusive. The
importance of cholesterol and saturated fats in the diet when compaved
to other risk factors is still uncertain.

Although additionsl studies of the relationship between diet and
heart disease are needed, definite results “rum these studies may be
many years away. In the meantime many persons are already attempting
to modify thrir diets. In addition many physicians are prescribing
special diets feor patients who have l.ad heart attacks or who have been
found to have high povential for heart diseasw. It is difficult to
follow such modified diets. however, because of the lack of good
information on the fat ceatent and chol.sterol levels of foods.

For example, = chart prepared by the American Heart Assoclation
showed that all vegetable oils~-corn, cottonseed, soybean, coconut,
etc.~-contain 14 grams of fat (saturated and polyunsaturated) in each
tablespoon. However, the ratio of saturated fats changes significantly
from cirn 01l to coconut 0il. - A tablespuon of corn oil centains cnly
2 grams of saturated fat while a tablespoor. of coconut ¢0il contains
13 grams. Unless these oils are specified on food labels the corsumer
does not know what ratio of saturated fat is in the product.

A panel of the White House Conierence on Food, Nutrition, and
Health, initiated in June 1969, :tvodied adults' food and nutrition
problems. The panel concluded that ccnsumers arve entitled to «mow the

lBased on a report entitled "An Eveluation of Research in the United
States on F.man dutrition” prepared bv a joint task group of the USDA
and State universit.es and land grant c~lleges. The report was issued
by USDA's Science and Education Staff, Aug. 1971.
2Averly M. Nelson, M.D., “Diet Therapy in Coronary Disease: Effec” on
Mortality of High-Protein, High-Seafoond, Fat-Controlled Diet, "Geriat-
rics (Dec. 1972}, pp. 103-116. Study was performed by Averly M,
Nelson, M.D., based on data he conpiled from 206 patients over 16 to 19
Years.



content of the food they consume, especlally when such information is
needed by persons attempting to modify their diets or bv ihysicians who
prescribe diets for heart disease patients.

Our review of 1,000 randomly selected products (see p. 5) showed
that about 64 percent listed vegetable oils, spices, flaverings, and

colorings in general terms. We also found that:

--133 of 177 products whose labels showed vegetable oils, listed
vegetable 0il in general terms;

--158 of 164 products whose labels showed spices, listed spices
in general terms;

~-388 of 413 products whose labels :rhowed flavoringe, listed
flavorings in general terms; and

~-235 of 316 products whose labels showed colorings, listed
colorings in general terms.

Proposed changes in ¥DA repulations

In response to consumer interest, FDA proposed a regulation in
oane 1971 requiring fats and oils to be listed by their specific name.
In propo=ing the regulation, the Commissloner stated that specific
identification would uot present significant probiems to the food in-
dustry. As of April 3, 1974, the proposed regulation had not been
finalized. FDA officials informed us that a final decision on the
regulation was pending resolution of the impact such regulatio=a would
have on ‘ndustry. (See AGENCY COMMENTS, p. 10.)

CONSUMER AND IRKDUSTRY COMMENTS

During our review we interviewed officials from 22 food manufacturing
and retail firms, 2 trade associations, and 5 consumer groups to obtain
a cross-section of opinions on the need for full disclosure. While most
of those interviewed favored full ingredient disclosure on standardized
foods, opinions varied between consumer and industrv otficials about
specifically identifving vegetable oils, spices, flavors, and colorings.

Exempt products

Consumer groups expressed their desire to know the ingredients in
the food they eat. They believe ceonsumers have a right to know what food
ingredients are being usecd to enable them to purchase foods which are
best suited to their need- or preferenc.s.



The food industry in general is willing to specify all ingredients
on labels. This is evidenced by the Grocery Manufacturers of America,
National Canners Association, and the Mational Association of Food Chains
urging their members to voluntarily disclose on labels of standardized
focds, those ingredients that have bcen exempted by FDA. Several food
industry officials =xpressed the opinion that full disclosure would be
costly for some praducts; however, several ocher officials did not
believe it would be costiy since they were already providing full
disclosure of ingredients for most of their products.

Ingredients listed in general terms

Officials from all 5 consumer grou;s favored specific disclosure of
ingredients now listed in general terms. They believe that consumers
have a right to know what ingredients are used in the foods they eat.
They said specific knowledge nf vegetzble oils, especially, would aid
consumers in attempting to restrict their intake of cholesterol or
saturated fats.

Of the 22 food industry officials interviewed, 17 opposed specifi-
cally identifying ingredients. Many officials contend there is no
proof that a significant number cof people are allergic to these ingre-
dients. Some officials did, howevei, acknowledge the hipgh cholesterol
and saturated fat levels of tropical olls and stated that specifically
identifying certain oils may be appropriate.

Most industry officials interviewed believed specific listing of ingre-
dients, such as vegetable oils, would significartly increase prices. They
contend these ingredients are frequently interchanged, depending on their
availability, and that specifying them would require frequent label changes
which would require the manufacturers to have several sets of.lazbels in
stock or uneconomical purchases of raw materizl which would be passed on
to the consumer in the form of higher food prices.

CONCLUSIONS

The significant number of food categories exempied by the FD&C Act
from listing some of their ingredients on their labels causes consumers--
especially those on special diets because of allergy or other reasons to
make uninformed choices., Because consumers do not have enough information
to identify fcod ingredients used in specific products, they may not be
able to eclect the products bes: suited to their specific needs or pre-
ferences, as intended by the FPLA, Legislation amending the FD&C Act to
require full disciosure of all ingredients in packaged food products,
including standardlzed products, would better assist consumers in their
selectio- of products,



fedical problems related to a particular spice, flavoring, or
coloring can occur as evidenced by the allergies to tartrazine. There-
fore, FDA should have the authority to require that a specific spice,
fiavoring, or coloring he identified on food labels when a proven con-
sumer need exists while allowirg other ingredients to be listed in
general temms.

Although the evidence supporting the relationship of cholesterol
and saturated fat levels in diets to the risk of heart disease is not
concrlusive, enough evidence exists to cause many consumers to modify
their diets and many physicians o prescribe special low cholesterol and
low saturated fat diets.

RECOMMENDATION TO THE SECRETARY
OF HEALTH, EDUCATION, AXND WELFARE (HEW)

To imnrove the consumer's ability tec follow low cholesterol and
saturated fat diets, the Secretary of HEW should direct the Commissioner
of FDA to promulgate regulatious requiring lavels of food products to
identify tne specific vegetable oils used.

AGENCY COMMENTS

HEW agreed with our recommendation and advised us that, based in
part on comments to FDA's June 1971 proposal to require specific identi-
fication of fats and oils on food labels (see p. 8), FD/ terminated the
rule making proceedings begun by that proposal and promulgated a new
proposal to require that the specific name of the fat or oil appear in
food labeling. The new provosal was published in the Federal Register
on June 14, 1974, (See app. 1.)

USDA zlso supports our recommendation for specific identification
of vegetable oils in shortenings and in meat and poultry osroducts. USDA
pointed ovt, however, that identification as animal fat o- vegetable oil
may be suificient in certain meat and poultry products which use such
small amouvnts of vegetable oil that their contribution to cholesterol
intake would be insignificant. (See app. 1I,)

RECOIDMENDATION TO THFE CONGRESS

_ To improve consumers' ability to identify ingred:ents used in the
Touds they eat and to better enable them to make informed choices of
those products best suited to their specific needs or preferences, we
reconmend that the Congress consider amending the FD&C Act to:

-—-Require full disclosure of all ingredients on packaged focd
products, including standardized products.

-—Athorize FDA to require food labels to specifically identify
spices, flavorines, and tolorings, where 2 proven need exists.
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In the 93d Congress, several legislative proposals were introduced
which would so amend the FD&C Act. (See p, 5 for a listing of the specific
proposals.)

HEW and USDA agree with our recommendation to the Congress con-
cerning disclosure of all ingredients and identification of spices,
flavorings and colorings.

HEW said it has submitted to Congress a iegislative prcposal (S.
1451 and H.R. 5642) to amend the FD&C Act so as to place staudardized
foods under the same legal requirements that presently apply to nonstan-
dardized foods which are required to list all ingredients, except spices,
flavors, or colors., In addition, HEW said it supports most aspects of a
bil} (S. 2373) passed by the Senate which addresses the issue of food
ingredient labeliny. This bill according to HEYJ, would differ from HEW's
bill in that it would (1) require colors to be specifically named on all
food lateis, (2) replace FDA's pei eral exemption authority with a list
of detailed exemptions {which conform to those already granted by FDA by
regulations), and {3) require percentage ingredient declzraticn for sign-
ificant ingredients or where the Secretary finds such declaration would
be useful to consumers, In addition, S. 2373 would require manufacturers
to provide information on any individual spices and flavors which are
not specifically labeled, upon request, and would authorize FDA to re-
qui-e specific spice or flavor Jdeclaration by regulation where disclosure
is needed to protect nublic health or provide information useful to con-
suners, Furthermore, HEW would be required to <onduct a study, to be
comp’~ted 1 year after enactment, of the need to amend the FD&C Act to
require individual designation of the common or usual name of every
individual spice and flavoring used in the food.

USDA told us it requires full disclosure of ail ingredients in both
standardized and nonstandardized mcat anc poultry products, except for
vegetable oils, spices, flavorings, and colcrings. USPDA said, hovever,
it supports, and currently has the authority to require, specific ident-
ification of spices, flavorlnés and colorings where a proven need
exicts,

11
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CHAPTER 2

NUTRITIOKAI, LABELING

Consumers are concerned about the vrelative nutrient values of each
food product when comparing the qualities of competing products. Rec-
ognizing the need for rutri-ional labeling, FD¢ initiated . prugram in
March 1973 requiring detailed nutriticnal infornation on the labels of
foods thar are fortified or for which nutritionzl claims are malz2. FDA
is also encouraging manufacturers of other food products to voluntarily
include nutrient information on their labels. /lthough the program has
only been in effect a short time, initial irduscry efforts to provide
nutrieat information on food labels seem to be good.

Although FDA began implementing its program in March 1973, it was
slow in developing an educational program to exjlain the nutritional

labeling format to consumers. FDA did not initiate iis multimedia con-
sumer education prograw until an industry con..rence on May 30 and 31, 1974.

STUDIES RELATE DIETARY PRUBLEMS
TO INSUFFICIENT HUTRITIONAL INFORMATION

Various studies indicate that consumers frequently make poor dietary
choices because of insufficient information. USDA performed a study of
household di2ts in the United Sta*es from April 1965 through March 1906.
It compared the results of this study with a similar study of household
diets in 1955. CGood diets--those meeting '""U.S. recommended daily
allowances” (U.S. RDA) for protein. calcium, iron, vitamin A, thiamine,
ribeflavin, and ascorbic acid--sere found ‘n 60 percent of the households
surveyed in 1955 and oaly 50 perceat in 1905. Twenty-one percent of the
diets in 19€5 provided less than two~thirds of the RDA for one or more
of the nutrients. As shown in the followit :hart, the nutritional
value of individual household diets has d ~.ned. The definitions,
"good," "poor," and "fair," were made by USDA.

12
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Poor diets - less than two- thirds of the U.S. RDA for one or
more nutrients

E i Fair diets - less than the U.S. RDA but more than two-thirls
for all seven nutrients

Good diets - met the U.S. RDA for all seven nutrients

RS
%%

Further analysis of household diets showed that, although inadequate
diets are relzted to low income, income alcone was not the problem. More
than one-third (37 percent) of the housenolds with incomes of $10,000 or
over still had diet deficiencies in one or more nutrients. Nutrients mos:
commonly below the U.S. RDA weve calcium, vitamin A, and ascorbic acid.

In 1967, the Congress d -ected HEW to determine the magnitude of mal-
nutririon and related h=alth -oblems in the United States. As a result
HEW made a nutrition survey in 10 States which indicated that partici;ants
surveyed were malnourished or were riscing the development of nutritional
problems. Among the reasons for nutrition problems cited by the survey
were poor food choices leading to inadejuate diets and poor use of money
aveilable for food and inadequate nutrient information on todav's food

supply.

Also, a HEW report entitled, "First Health and Nutrition Examination
Survey, United States, 1971-1Y72: Dietary Intake and Bicchemical Findings,’
reportec evidence of a deficiency with respect to nutrient iron. On the
basis of dietary intake and biochemical (blood and urine analyses) data,
the study conclude? that iron deficiency occurred at all ages and was not
limited to pe. ons from families with incomes below the puverty level.

In additicn to effoits by HEW ard USDA to determine the extent of
dietary deficiencies, the President, on June 11, 1969, initiated the White

13
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House Conference on Food, Nutrition, and Health, The Conference was
intended to focus national attention and resources on solving our
country's nutrition problems.

The White House Conference report, dated December 24, 1969, set forth
several observations concerning the c.uses of poor diets, including the
lack of nutrient information for consw -rs. The Conference report ob-
served that the inability of consumers “c .1zke wise food choices lzading
to balanced diets was caused in part by - uwlising or incomplete informa-
tion about food products. The reporl con . u2d!

"Information about nutritional proper:ies which are significant
to consumers in relation to the use of a given {rod in the daily
diet should be required to be made available tc consumers. * * *
Every manufacturer should be encouraged to provide trutkful nu-
tritional informatisn to consumers about his products to enable
them to follow recoimended dietary regimens."

HEALTH PROBLEMS AND NUTRITION

While existing evidence is inadequate for estimating the potential
bealth benefits from improvecd diets, nutritionists believe that imprc-ed
diets can contribute to the prevention of diseases or can reduce their
impact. A joint task group of representatives from USDA, State universi-
ties, and land grant colleges supported this positlon in its study entitled,
"An Evaluation of Research in the United States on Human Nutrition.

Tor example, the task force report associated osteoporosis (a bone
disease) with diet deficiencies in calcium, phosphate, vitamin D, fluoride,
and possibly magnesium. The task force report concluded that, although
there was insufficient information to identify what dietary control was
necassary to defer, modify, or avoid osteoporosis, tests on animals indicated
4 proper diet could prevent or alter osteoporosis in man. The report
reached similar conclusions concerning the impact of diet deficiencies on
kidney and urinary disorders and dental problems. The task force study
also concluded that the incidences, duration, and severity of respiratorv
infectious diseases could be clearly associated with the diet.

The task force report citad a study in Guatemala which showed that
improvements in diet significantly reduced the death rote. Health measures
were introduced in two villapes. Childrens’ dicts were supplemented with
certain foods ir one villagc and preventive and curative medical care was

see footnote i, p. 7.
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provided in the other. The study showed the death rate in the medical care
village was reduced by 31 percent, while in the village with supplemental
diets the death rate declined by 56 percent.

FDA NUTRITIONAL LABELING PROGRAM

On the basis of mounting evidence on the importance of nutrition, FDA
invited the food induscry to work with it to design a woluntary nutritional
labeling program whicn would be both understandable and useful to the
consumer,

FDA and industry initiated a research program aimed at developing a
sound nutritional labeling policy. As a part of this program, the Con-
sumer Research Institute performed a study™ which indicated that:

~~Some consumers will switch their purchases to the item with
the better nutritional content when a product or brand has a
real nutritional advantage over its competitors.

--Consumers, in scme instances, will switch to products with
lower fat content when presented with information describing
the percentage of fat, carboh; drates, aad proteins of products.

--Consumers improved their knowledge of nutrition, especially
their familiarity with seve.. key vitamins, when exposed
to & nutrient labeling progran.

~-Consumer knowledge of nutrition s~ems higher than generally
believed even among the underprivilepged segments of society.

~~Nutritional value is important to the consumers when chocsing
foods for the family.

lRaymond C. Stokes and Rafaal Haddock, "Interim Report of the First Two
Phases of the CRI/FDA Nutritional Labeling Research Prograr,' Consuner
Research Institute, Inc., Washington, D. C., Auz. 1972, The study was
conducted in three phases. Phase I--a face to face survey of 543 peor,
uneducated participants--was completed Iin Sept. 1971. Phase II--a
mail survey of 2,823 participants~~was completed in Feb. 1972. Phase
I1I--a purchase behavior exper.ment involving 981 participants--was com~
pleted in July 1972.
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Another research project eatitled "Consumer Reaction to Nutrition
Informatign on Food Product Labels"l also showed considerable consumer
interest in nutritional labeling. The study showed 58 percent of the par-
ticipants believed they would use the labels and that 44 percent were
willing to pay higher food prices for nutritional information on the labels,
in addition, consumers believed that. because of nutritional labeling,

(1) the public would learn more about nutrition, (2) fcod manufacturers
would tend to make their products more nutritious, and (3) consumers would
get better value for their food dollar.

Also, the "National Cooperatives Nutrition Survey"2 shewed 97 percent
of the shoppers interviewed thought present vcluntary labeling should be
mandatory and 81 percent saild they would be willing to pay mere for
mandatory nutritional labeling.

While all of the issues associated with nutritional labeling have not
been fully resolved, the studies have answered some pasic juestions con-
cerning consumers' interest in nutrit.onal labeling and their ability to
understand and uvse it. On the basis of these studies, the Commissloner of
FDA proposed the establishment of repulations governing the nutrition
labeling for packaged food products, including a standardized labeling
format. After obtaining the views of both industry and consumers, FDA
published regulations on nutritional labeling on January 19, 1973. Trhe
regulations (21 CFR 1.17) became final as of March 14, 1973.

The FDA nutritional regulations established Federal standards and
procedures affecting both the public's percepcion of the foed it consumes
and advercisers' efforts to shape that perception. Under the regulations:

--Nutritional labeling of food products is voluntary unless
the product is fortified with added nutrients or nutritional
claims are made in labeling or advertising.

lR. J. Lenahan, J. A. Thomas, D. A, Taylor, D. L. Call, and D. I. Padberg,
"Consumer Reaction to Nutrition Information on Food Product Labels,"”
Search Ag-iculture, Cornell University, Ithaca, N.Y., 1972, vol. 2,

no. 15. This study was conducted during Mar. 1% through Apr, 8, 1972, at
the Cornell University Agricultural Experiment Station and involved

personal interviews with 2,195 participants.

> ; . s .
~“Conductad in 1971 by National Cooperatives, Inc., in agreemont with FDA
at Cursumers Cooperative of Berkley, Inc., and involved interviews with
1,214 shioppers.,
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--Nutritional Information must be put in a standard format
on the label.

--Each label must list the amount of calories, protein,
carbohydrates, and fat. In addition, the label may include
a statement of cholesterol content listed in milligrams per
serving and in milligrams per 100 grams. Fat composition
may be described by listing fat in grams per serving and as
a percentage of total calories and by listing grams of poly-
unsaturated fat and grams of saturated fat per serving.

~~Eipght important nutrients--protein, vitamin A, vitamin C,
thiamine, rtiboflavin, niacin, calcium, and iren--and their
amounts (as a percentage of the U.S. RDA) must crdinarily be
shown on food labels. If the amount of a nutrient in a food
product is less than 2 percent of the U.S. RDA the actual
percentage need not te shown on the label.

--A serving must be defined as a reasonable quantity of
food suited for consumption as part of a meal by an adult
male engaged in light physical activity. The amount must
be stated in terms easily identifiable or understandable
bv a purchaser, such as a cup or slice,

An example of FPA's suggested format for providing nutritional infor-
mation for Vitamin A Skim Milk iz below:

NUTRITTONAL INFORMATION

Serving Size: 1 Cup (8 Fl. 0z.)
Servings per Container: &

£alories g0

Protein 9 Grams
Carbohydrate 12 CGrams
Fat 1 Gram

PERCENTAGE OF U.S. RECOMMENDED DAILY ALLOWANCES (U.S. RDA)

Protein 20
Vitamin A 10
Vitamin C 4
Thiamine 6
Riboflavin 25
Niacin 4]
Calcium 30
Iron 0
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ACTIONS TAKEN AS A RESULT OF FDA'S PROGRAM

Our analysis of 1,000 randomly selected fo>d products, discussed earlier,
showed that 491 of the products had a sufficiert impact on the diet to make
nutritional Information a meaningful aid to consumers. FDA officials con-
firmed the results of our analysis. In January 1973--before implementation
of FDA's nutritional labeling regulations--we reviewed labels of the 491
foed products to determine the extent to which they provided consumers
nutritional information. Only 110, or 22 percent, of the labels specified
their nutritional value, but not in a uniform manner such as would be
required by the FDA regulations.

In May 1973, afrer issuance of the natritional regulations, we sur-
veyed the manufacturers of these same food products. We found the manu-
facturers were praviding or planned to provide nutritional labeling in
accordance with FDA regulations on 237, or about 51 percent, of their
products (an increase of about 132 percent), Also, 36, or 83 percent,
of 43 major supermarkets chains we surveyed planred to provide nutritional
labeling on their store brands,

In March 1974, we did a retail shelf survey of the 252 products for
which manufacturers planned to provide nutritional information in the pre-
scribed FDA format. We found 121 >f these products were already providing
the infoimation in the prescribed format.

For example, a can of green beans had this information on its label before
the regulations.

Size of Can..No. 303/ Net Wi... 1 [b. /Cups.. Approx.2

Tender, young Biue take green beans,
carefully sefected for quahty and shced
tengthwise to bring out the full delicate
ftavor of the beans. .

SUGGESTIONS FOR SERVING
Pour tiguid into saucepan and boil
rapidly down to one-half volume; add
beans and heat guickly. Do not overcook,
i destred, season with salt, pepper, butter §
or cnisply cooked bacon bits. Add minced &
diti pickle or orion {or a zippy flavor Or
serve with a sauce such as: horseradish, &
mustard, sour cream, tomato. H

Motuhonalintormahon s avadlabie onregquest
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The label for the same can of green beans now includes this Information.

Nei Weight t o (tib)
Melric Weight 454 grams
Cups Approx 2

INGREDIENTS GREE N BEANS WATER SALT

NUTHITION INFORMATION - PER OFE CUP SERVING
SLRVINGS Pl R CONTAINER APPROX 2
CALORILS 4 CARBOHYDRATE 8gm
PROTEIN 2gm  FAY Oqm

PERCLNTAGE OF US AECOMMENDED DAILY

ALLOWANCES U'S RDA PER ONE CUP SERVING
PROTEIN
VITAMIN A
VITAMINC
FHIAMIN 81
RIBOFLAVINIB -
NIACIN
CALCIUM
IRON
PHOSPHORUS
MAGNE SIUM

For pocd nutrli*n ¢at 5 varioty of foods

-

Sa@OIVOLOUN

FDA NUTRITIONAL EDUCATION PROGRAM

A well planned and coordinated nutrition education program is needed
to insure that maximum use and benefits are achieved by the nutriticnal
label.ng of food products. The White House Conference on Food, Nutrition,
and Health concluded that consumer cducatiom programs are essential to
improve the nutriticn of all Americans. The objective of nutrition
education is to promote optimum health through wise food choices.

Many nutritionists agree with the conclusions of the White House
Conference. Questionnaires from 1,161 members of the American Institute of
Nutrition showed the most frequent comments concerned the need for a good
nutrition education program for the consumer.

FDA's efforts to develop and {mplement a nutritional education program,
however, have not kept pace with {ts regulations concerning nutritional
labeling. FDA anticipated that by the £fall of 1973, nutritional labeling
would appear on a sufficient numbor of food products to warrant a consumer
education program. As shown in our retail shelf survey in March 1974, 121
of 252 products, for vhich manufacturers told us they planned to provide
nutritional intformation, already included nutritional information en their
labels.
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FDA has conducted workshops and made presentations to various groups
of professional nutritionists, dieticians, and home economists on the new
nutrient labeling format. In addition, FDA developed 2 nutrition education
program {or consumers, including a multimedla campalgn to explain the
nutritional labeling format. However, this multimedia campaign was not
started until its "kickoff" at an industry conference May 30 and 31, 1974,
An FDA official said the complete campalign lIs now underway. I: includes
a l4-minute television presentation, 30- and 60-second public aanocuncements
on radio and television as well as newspaper and pamphlet presentations.

An FDA official respensible for the consumer education program ex-
pressed concern that no advertising or consumer education budget had been
estalblished for the multimedia campaign. He explained that, instead, FDA
relies on public service announcements which are {requently made on non-
prime time slots on radio and television.

CONSUMER AND TNDUSTRY COMMENTS

We obtained views on the FDA nutritional labeling regulations from
officials of 22 food firms and 5 consumer groups. Although industry
officials from 15 of 22 firms stated theilr plan to provide nutritional
information on their food labels, some were dublous about the value of such
intormation to consumers. In contrast, officials interviewed from ¢ nsumer
aroups believe nutritional labeling would berefit consumers. However,
both industry and consumer officials agreed on the need for consumer
nutritional education.

Counsumer groups

Officials from all consumer groups intervicwed concermning nutritionpal
labeling stated that it is needed. But opinions varied as to whether it
should be mandatory or voluntary. In addition, consumer associations be-
lieve that the consumer education program should have accompanied the new
repulation. Here are 4 couple representative views:

~~The new voluntary nutrient labelinyg program should be
mandatory,  The value of nutritional labeling will not
be reallzed unless the public is properly educated.

~-=Voluntary labelinyg is best ripht now--pressur: of the
narket place will make it moot whether or no! this regu-
Lation is mandatorv because products with nutritional
labels will have a competitive advantage forcing others
to follew. There is a necd to educate the public on the
neaning and use of the nutritional intormation.



Food industry

Industry officizls also agreed on the need for a consume! education
program. However, officials from 12 of the 22 firms said the benefits of
the FDA voluntary nutritional labeling regulations were questionable. And,
7 of"icials said that, unless nutritional cducation was provided, the labels
would tend to confuse consumers. Here are a few representative views:

~-The food industry is being "driven'" to nutritional labeling
by "market forces." C(onsumers will not understand nutri-
tional labeling and it will he of very little use.

--Consumers could be better served by educating them on the
four basic food groups. Consumers could be cducated on
the types of :ssential foods needed, rather than expecting
them to plan diets based on the complicated information on
food labels.

~-1f consumers are not properly educated on the meaning of nu-
tritional information, nutrient labeling could be misleading.

--Voluntary nutritional labeling is very important in aiding
consumers. However, a good c.onsumer education program is
essential to get the full valve from nutritional labeling.
Consumer re:ponse to nutritional labeling has been very good.
CONCLUSIONS
Many Americans suffer from dietary and health problems due, in part,
to the lack of good nutrition. Nutritieonally deficient diets are fre-
quently caused by consumers' poor food cholces. These poor dietary choices
can be attributed in part to the lack of nutritional information cn food
labels and the lack of nutrient education.

FbA has establiched nutritional labeling regulations and encouraged
voluntary nutritional labeling to improve the dietary and anutritional well-
beinp vf all Americans. 1t is not certaln how many food products will be
nutritionally labeled as a result of the FDA nutritional labeling programs.
However, in light of plans by the Hud industry and actions already taken.
it appears a significant number o products v'ill be nutritionaily labelru.
As a result, many consumers should become more aware of the nutrient value
of toods and should be able to use nutritional labeling to safeguard their
health.

Althuugh FDA's developnent of & consumer education program was slow,
their o ltimedia campaign is now underway. A consumer education program
is necded to explain the purpose and best use of nutritional labeling and



to understand the new FDA labeling format. However, the lack of an
appropriate budget, requiring the reliance on public service announceuwents,
may hamper the effectiveness of the consumer education program.

RECOMMENDATIONS TO THE SECRETARY OF HEW

The Secretary of HEW should direct the Commissioner of FDA to monitor
the effectiveness of relying on public service announcements to present
FDA's consumer education program, and, if appropriate, develop more
effective means of presenting the Information teo consumers.

AGENCY COMMENTS

HEW agreed with our recommendation and said:

-~-FDA is taking steps to measure the effectiveness of its entire
nutritional education campailgn, Before FDA initiated its edu-
cation ceimpaign, FDA conducted a nationwide survey to measure
the status of consumer nutritional knowledge. The results of
this survey are now being evaluated and will be publicized in
government, sclentific, and commercial publications,

--In June 1974 FDA awarded a contract for a followup survey,
This survey will measure changes in consumer nutritional
awareness since the first survey and it will evaluate the
effectiveress of the media campaign and related education
efforts on nutritional labeling., HEW said the results of
this will help FDA develop more effective means of present-
ing nutriticonal information to consumers.

--FDA's consumer education campaign iuvolves substantial
direct contact with nutritionists, educators, trade as-
sociations, consumer organizations, media sources, and
other specialists who influence many routes of communi-
cation with consumers, lor example, FDA's 50 consumer
affaivs officers have devoted a considerable percentage
of their effort to present nutritional infermation to
influential local groups and organizations, In addi-
tion, FDA representatives, particularly from the CGffice
of Nutrition and Consumer Sciences have made about 50 |
appearances around the Nation to national and regicnal
groups to discuss nutritional information.

-~FDA has sponsored with the food industry media three
National Nutritional labeling briefings involving more
than 20 national trade associatinns, HEW experts all
these efferts to have a substantial multiplier effect
when these specialists in turn communicate nufivitional
information to consumers,
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--HEW's Office of Consum:r Affairs, USDA, and the Grocery
Manufacturers of Americi sponsored the Advertising Coun-
cil's Food, Nutrition, aid Health Campaign initiated in
December 1973, This campaign includes radio and tele-
vision commercials and newspaper, magazine and car card
advertisements calling the public's attention to the
importance of nutrition--especlally for women of child-
bearing age, preznant women, young children, and the
obese--and urges i{ndividuals to send for a free book-
let entitled "Food is More than Just Something Lo Eat,"
This booklet includes specific information and illus-
trations of nutritional labeling and provides a frame-
work of fundameutal nutritional knowledge within which
to use nutritional labeling effectively, Since the
caumpaign began, some ? million copies of the booklet
have been distributed. Currently, elements of the food
industry are exploring with the Advertising Council the
possibility of pooducing, in conjunction with the cam-
paign, additional television cormercials focusing om
nutritional labeling for exposure in food processors'
and packagers’ pald time.

USDA advised us it supports and is participating with FDA in
a joint consumer education program to promote the use of nutritional
labeling. USDA has peen approving nutritional labels on the basis
of a propcsal published in the Federal Register, January 11, 1974.
Since the program is a voluntary one which is desired by consumers;
Usba agreed to this procedure to speed the process by which nutri-
tional information could be supplied to the public. A final rule-
making is now under review by USDA officials. As of September 1474
USDA had approved approximately 400 labels for 60 companies. Prod-
ucts included such diverse items as wieners, frozen dinners and
entrees, soups, meat patties, and pizzas. USDA 3aid it is explor-
ing wiys in which standard information caun be obtained and validated
for specific products. This, according to USDA, would greatly en-
hance the amount o nutritional information made available to the
consumer.

In addition, USDA hag developed materials it plans to release
early in 1975 which will assisl consumevs to get the most from the
new information cn food labels. These materials include: (1) a
publication, "Nutritional labeling: Teols for Its Use,” (2) a
"nutrimeter' Lc compute onc's daily intake of nutrients for cowm-
parison of the U.s. RbA, and (3) student and teacher guides for
using these materials.
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PENDING LEGISLATION

In the 93d Congress, several legislative proposals (such as S, 322,
S. 1137, s. 2110, 8. 2373, H.R. 1652, H.R. le53, H,R. 3702, H,R, 3703,
H.R. 8691, and H.R. 11448) werce introduced concerning the need for autri-
tional laheling. These proposals would require any food commodity distrib-
uted in interstate commerce to bear a label specifying the product's
nutritional value; and when the label indicates the number of servings it
would also have to show the nutritional value of each serving.

In its deliberations of such proposed legislation, the Congress should
consider the progress alrcady being made by FDA's nutritional labeling
program.



CHAPTER 4

HEED FOR PERCENTAGE OF CHARACTERIZING
INGREDIENTS ON LABELS

Labels c¢a food products frequently lack infocmation concerning the
amount of “characterizing ingredients" in the product--that 1s, the amount
of beef in beef stew, apples in apple ple, or pears in canned pears, Most
food labels do not provide consumers data op the emounts or percentages
of such ingredients which have a material bearing on the price or consumer
acceptance of the product. As a result, manufacturers can and do vary the
percentage of characterizing ingredients and thus vary the value or
acceptability of their product without consumers' bnowledge. Without this
information consumers can not readlly make a value comparison between
competing products as FPLA intended.

INGREDIENTS' PERCENTACES DIFFER

Our review of manufacturers’' recipes for 24 products in 9 nonmeat food
categorfes showed the percentage of characterizing ingredients often
dilfered in 4 categories by more than 10 percent. For example, the amount
of fruit in frozen {ruit ples vairied from 47 tu 65 percent of the total
welpht for all inpredients. One manufacturer's ples contained 47 pe-cent
fruit, while his competitor's products contain 65 percent fruit in apple
pice and 54 vercent {ruit in cherry pie. Officials of the {irm reporting
47 percent frult opposed percentage labeling because 1t would not permit
them to vary product contents without changing labels. They said that
duriny periods of short supply and rising costs, thelr firm sometimes
chooses to vary the percenctapge of inpredients 1f they feel the market
will not bear an Inc ea<n in price.

The percentage of characterizing ingredients 11 canned vegetables
and babv food also varied. Tor example, the amcunt of corn in creamed
corn ranged from 57 to 70 percent. The following tible shows, on the
basis of meanufacturers' recives, the range of percentages of characterizing
ingredients for cach of the nine categceries.
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Number of Range of Percentage

Product category brands percentages of differences
Apple ple, frozen 2 47-65 38.3
Creamed corm, canned 2 57-7¢ 22.8
Fruit cocktail, canned 3 63-75 19.0
Cherry pie, frozen 2 47-54 14.7
Green beans, strained

baby food 2 84-90 7.1
Peas, canned 5 065-69 6.6
Pear halves, canned 4 55-58 5.5
Stvawberry jelly,

packed in jars 2 4545 0
Strawberry preserves,

packed in jars 2 45~45 0

Total number of brands 4

Meat and poultry products also differ in the amount of characterizing
ingredients they contain. While USDA regulations establish minimum
standards for the amount of mezt aund poultry {or certain foods, some
manufacturers include more than these minimum amounts. We compared manu-
facturer's recipes for 33 food products in 12 differvent categories; the per-
centage of meat or poultry varied by more than 10 percent in 5 catepories.

For example, one manufacrurer used 23.47 percent beef in its beef
stew while 1 competitor used 18,57 percent. 'The recipe with only 23.47
percent beef is also below the minimunm USDA standard of 235 percent, After
we brought this to USDA's attention, it advised the manufacturer to bring
the product up to the minipum standard.

Our analysis of label directions on food products showed that, when
some products were prepared according to label directions, the per-
centape of meat in an averape serving varied considerably. For example,
the percentage of beef in both condensed and ready-to-eat vegetable beef
soups, based on manufacturer recipes, was about the san (10 percent).

L{ the coendensed scup was diluted with water according to label directisns,
however, an average serving wvould centain only 5 pereent beef,

The following table shows the ranges of percentages of meat or
poultry found in cach of the 12 product catepories reviewed.




USDA

mininum

Product stardards Number of Range of Percentage of

category (percent) brands percentages differences
Poultry soup,

canned 2 2 2,5- 6.0 142.9
Poultry chow

meln, c¢inned 4 2 £.3- 9.7 125.1
Beef stew,

canned 25 6 23.5-28.6 21.7
Poultry with

broth, baby

food 43 2 46.1-51.8 12.4
Poult: le,

froz 14 3 14,1-15.8 12.3
Vegetab.e and

beef, baby

food 8 2 8.2~ 9.0 9.6
Beef dinner,

frozen 25 3 25.0~26.5 2.8
Beef chow mein,

canned 12 2 12.0-12.6 4,9
Poultry dinner,

frozen 18 3 18.1-18.9 3.9
Meat ple.

frozen 25 4 25.0-25.5 2.0
Spaghetti with

meatbalils,

canned 12 2 12.6~-12.8 1.3
Vegetable beef

soup, canned 10 < 10.0-10.0 0

Total number of brands 33

Drained weights

Labels for most food products are required to show the net weight
but not drained weights. Drained weight i: the weight of a {ood, ex-
cluding the weight of the juice or liquid packing medala. Because the amount
of liquid can vary from product to product, drained weight can be an im=-
portant consumer consideration.

An October 1972 artlcle in "Consumer Reports' entitled "Why Net
Weight Spells Neasense on Canned Food Labels,” showed significant did-
fercnces in dralned welghts of canned foods, The study clso chowed that
varlances in drained welpghts were not always related to retail prices.
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For example, two l6-ounce cans of beans (products C and D) sell for 29 ceats
and 31 cents, respectively. On the surface the 29 cents can appears to be
the more economical buy. However, when considering cost per pound of drained
weight, the study showed the higher priced product to be more economical.
Other comparisons, such as products B and D, M and N, or P ard Q, showed
similar results. The following data was oxtracted from the "Consumer Re-
ports' analysis.
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Product
Canned cut
Lreen beang

A

B

c

D

I

i

Y
H

Canned peas

Canned spinach

= wom O

Averaged
drained wetght

Labeled
weipght In

as percent
of labeled

ounces in ounces weight
16 9.1 56.9
16 9.6 60.0
16 9.3 58.1
16 10.2 63.8
15 1/2 9.2 59.4
16 9.4 58.8
15 1/2 10,0 64.5
13 1/2 10.2 65.8
16 11.6 72.5
17 11.2 65.9
16 10.2 63.8
17 11.5 67.7
17 10.6 62.4
L7 11.3 66.5
16 11.6 72.5
15 8.8 58.7
15 11.2 74.7
15 11.1 74.0
15 9.1 60.7
15 9.8 65.3

Average price (note a)

per
can

$.30
.31
.29
.31
027
W27
.18
.15

A3
.31
.27
.27
.20
.20
.17

«25
.28
.27
.20
.20

per
1.

$.30
.31
.29
.31
.28
.27
.19
.15

W43
29
.27
+25
.19
.19
.17

.27
.30
.29
.21
.21

Cost per 1b.
of drained

weight

$.53
.52
.50
.49
57
)
.29
24

.59
A
42
.38
.30
.28
.23

45
<40
.39
.35
.33

OWe calrulated the price per pound by using the average price per can and the labeled weight.
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FEW PRODUCTS LIST YHE PERCENTAGE
OF CHARACTERIZING INGREDIENIS

Our analysis of 1,000 randomly selected focd products (see p. 5)
showed that 317 had characterizing ingredients. FDA confirmed the results.
We reviewed the labels of these 317 food products to devermine the extent
to which food labels provile consumers percentages of characterizing in-
gredient information. OJur examination showed only 4.1 percent of the
lgbels reviewed included amount or percentage of characterizing ingredients.
Products net showing these percentages included foods where percentages
vary, such as frozen fruit pies, canned vegetables, baby foods, beef stew,
and vegetable beef soups.

Despite the absence of percentage labeling on mos. products, at least
two food retailers have recognized the need for percentage labelirng.
Operating under the premise that consumers have a right to be informed and
percentage labeling helps consumers get the best value for the food dollar,
one eastern retail supermarket chain has undertaken a program to list the
percentage of characterizing ingredients on some of its privately labeled
foods: beef stew, pork and beans, cream of chicken soup, strawberry
preserves, cane and maple syrups, juice drinks, and ice cream products.

A California retail cooperative has also established a policy to list
the percentage of characterizing ingredients, whenever it is applicable.
The cooperative lists (1) draineu weights on its privately labeled
canned goods that contain a liquid and solid food and {2} percentage of
characterizing ingredients on juice drinks, tomato products, and maple
sSyrup.

However, as indicated by our review of 317 food labels, these industry
actions dare only isolated examples. On the basis of interviews with 22
food masifacturers and retailers, it appears doubtful that many manu-
facturers will veluntarily previde percentage information on their labels.
Officials interiewed from 16 of these firms stated they opposed including
the per-untages of ingredients on food labels. (See p. 32 for a more

specific discussion of industry comments.)

PRESENT RECULATIONS ARE INADEQUATE

Alcthougi. FDA regularions (21 CFR 1.8b and 1.10) require most food
abels t> state preducts' net veight and ingredients in order of pre-
cninance, these requirements are not adequate to enable consumers to
istinguish bertw2en the percentage of ingredients in competing products.

The existing laws :ind rexulations are of some help to consumers. For
example, net veight te:ils consumers the weight of t*e¢ food contained in
the package. The regulation requiring ingredient listing in order of
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predominance gives consumers some idea cencerning the proportion of ingre-
dients in food. However, the amount of an important ingredient can still
differ significantly between two competing product: without consumers'
knowledge. For instance, two chicken noodle soup products list chicken as
their third m~.. predominant ingredient, but the percentage of difference
between manufacturers' recipes for chiclen in their product was 143 percent
Also two chicken chow mein products list chicken as their fourth most pre-
dominant ingredient, but the percentage of difference between the
nanufacturers' recipes wae 125 percent.

Consumers are also protected by FDA and USDA standards which, for
some products, 2stablish minimum amounts of characterizing ingredients a
product must contain. The FDA “standard of identity" for fruit preserves,
for example, requives a minimum of 45 percent fruit. USDA, under autnor-
ity to approve labels, requires minimum amounts of meatr and poultry in
some products.

However, standards have only been established for a relatively small
number of products. In addition, consumers may not be aware of the minimum
standards or how much the product exceeds them.

FDA RECOGNIZES NEED FOR
PERCENTAGE LABELING

Recognizing the need for additional information on food labels FDA, in
March 1973, established regulations {21 CFR 102) to require some food _
labels to bear the percentage of each characterizirg ingredient. The
Cormmiissioner ot I'DA in promulgating these regulations concluded that per-
centage labeling sho.ld be restricted to sicuations where it may have a
material bearing on price ur consumer acceptance of a food, of where such
information may prevent deception. He also stated that percentage labeling
is often necessary for consumers to choose between two competing products.

In conjunction with this regulation FDA promulgated additional regu-
lations requiring percentage labeling on two Specific products. Diluted
orange juice beverages are required to declare the parcentage by volume of
orange juice, while seafood cocktails must state the percentage by weight
of each seafood ingredient they contain.

In studying the need for new standards of identity for specific
products (see p. 3} FDA is considering the need for putting the per-
centage of charac' erizing ingredients on labels. It has completed studies
on five food products--table syrups, cottage cheese, sour cream, mixed
nuts, and bread. The studv of four selected bread products concluded that
the labe® should state the percentage of characterizing ingredients. How-
ever, no regulations have been promulgated concerning the labeling of these
products.
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FDA officials informed us, however, they have no immediate plans to
evaluate all foods to determine the need for percentage of characterizing
ingredient labeling. They told us that neither consumers nor industry
have expressed much interest in the percentage of characterizing ingre—
dients. As of March 1974, FDA had received only one petition reguesting
regulations to require percentage lat:ling, and, as a result, it does not
believe a review of the percentages cf ingredients is warranted or worth
the expenditure of funds.

CONSUMER AND INDUSTRY CCMMENTS

During the course of our review, we interviewed officials from 22 firms,
ard 5 consumer groups with regard to percentage lakeling. All consumer
groups favored percentage of characterizing ingredient labeling, but most
industry spokesmen were zgainst it.

Consumer grouvs

Consumer representatives favored percentage labelirg because they
believe it would aid consumers in making value comparisons.

Representatives from two consumer groups stated that consumers
rave a right to know the percentage of major ingredients in food pro-
ducts. However, most consumer groups indicated percentage labeling
would not be appropriate for all products and shculd not extend beyond
those ingredients which affect the value or consumer acceptance of
the product.

Foed indus:zry
zeod tnodssry

Most fuvod industry officials interviewed opposed percentace of
characterizing ingredient labeling. They stated it would not benefit
consunmers .ad could result in higher food prices.

Most industry spokesmern believe percentage labeling wculd increase
costs becadse more stringent contrels would be needed to insure consistency

between the product and the labe:. They contend most products are not
packaged with machinery that would insure accurate percentage of ingredients,
and P iiny or replacement of equipment would be necessary to
achieve such 2 racy consistently from can to can.

these cfficials cortend the quality control and
culd ke resolved if percentages were based on recipes
hed product. One official said he weuld not object to
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1listing the percentage of characterizing ingredients if compliance
measures were similar to the present USDA methods of monitoring manu-
facturer recipes, batch records, and menufacturing practices, rather than
reviewing the finished product on the retail shelves.

Industry officials also believe percentage labeling is improper for
products where it is difficult to determine what ingredient characterizes
the products. However, several stated that percentage labeling may be
appropriate for some products, especially in cases where & valuable
ingredient loses its identity in the total product, (e.g. maple syrup
contained in sowe pancake syrups).

Some industry officials expressed concern that percentage labeling
could result in "horsepower' races. They believe consumers could be
misled and confused by manufacturers who provide high percentages but
low quality ingredients. They believe the quality of the overall prod-
uct, considering factors such as the quality of raw materiais, special
recipes, processing techniques, and care in handling, is more important
than percentage of characterizing ingredients.

CONCLUSIONS

Many food products differ in amounts ¢f characterizing ingredients.
Providing the percentage of characterizing ingredieats on food labels can
give consumers additional information of value when comparing products
without taking away from traditional methods of buying. Consumers can
continue to judge according to individual needs, tastes, and past ex-
periences; however, percentage labeling would give them added information
on which tou base their cheice.

FDA has premulpgated regulations requiring percentage labeling on two
products. It has also considered the need for percentage labeling as part
of its studies concerning new <tanaards of identity. However, FDA officials
informed us they have no immediate plans to evaluate all foods to determine
the need for percentage of characterizing ingredient labeling. We believe
more products mav be appropriate fer such labeling bacause they contain
ingredients which have a material bearing on price or consumer
acceptance.,

Percentage labeling is not appropriate for products which have no
characterizing ingredient. Because of practical problems and pessible
cost increases it mav also be inappropriate for many other products. How-
ever, little has been done to assess the need ard practicality of per-
cantage labeling on an individual product basis. If FDA continues to rely
on petitions by interested parties to id.oatify products appropriate for
percentage of characterizirng ingredient labeling (as of March 1974 only
one such petition had been submitted), it appears to us that few pro-
ducts will be labeled with the percentage of characteriz 1g ingredients.



RECOMMENDATIONS TO THE SECRETARY OF HEW

The Secretary of HEW should direct the Commissioner of ¥DA to
identify foods that would be appropriate for percentage of characterizing
ingredient labeling and require such foods to include this information on
their labels. Assessment should be based on the usefulness of percentage
labeling In making value comparisons and determining the sultabiiiey of
products to consumer needs. Because each fcod is unique, consideration
should be given to probable costs and practical limitations when
determining whether to require percentage labeling for a product.

AGENCY CGMMENTS

HEW agrees with our recommendation and said FDA will promulgate
or consider promulgating a regulation for nercentage of characterizing
ingredient labeling in the following instances: (1) where a commonly
known food consisting of expected proportions of components is being
abused as to the proport’ons of such components, (2) where the name of
a food implies that the product contains a certain amount of valuable
component or components and the consumer is mislead, and (3) 1f the food
looks like and is used as a substitute for & particular food and con-
tains less of the characterizing ingredient or components than the food
for which it substitutes.

HEW believes that, to the extent resources permit, FDA {s identi-
fying foods approprinte for percentage of characterizing ingredient
labeling and requiring their labels to include percentage information.
HEW advised us that, FDA issued a final regulation, in addition to the
regulations concerning seafcod cocktall and diluted orange juice
beverages (see p. 31), for beverages with no fruit or vegetable juice
end has proposed regulations for oil mixtures with clive oll and for
dilsted fruit or vegetable juice beverages.

USDA said it:

~-supports voluntary percentage labeling and it recently
published guidelines preparatory to the publicatinn of
proposed regulations.

--Believes voluntary percentage labeling will help consumers
make value ccoparisoens or determine which product best meets
conzuzers' needs. USDA, however, believes percentage label-
ing snould be voluntary.

--1s considering a request from its Animal and Plant Health
Inspection Service for & study to determine whether per-
cerizge labeling of certain classes of food should be
mandatory.



PENDING LEGISLATION

In the 93d Congrecs, several legislative proposals (such as S. 2373,
H.R. 1848, H.R. 3700, H.R. 3701, and H.R. 5953} were introduced re-

quiring the inclusion of percentage of ingredient information on food
1labels.



CHAPTER 5

QUALITY GRADING--HELP Ol HANDICAP?

The generzl absence on food labels of information or grades concerning -
the quality--that is, the color, size, texture, flavor, blemishes or
defects, and consistency--of food products or their main ingredients con-
tributes to many consumers not being able to compare the value of com—
peting prodvcts without opening the container. In recent years, USDA has
suggested that its quality grading systen be used to inform consumers of
the quality of foods. This, hewever, can present problems to a consumer
trying to use the system to compare the quality of competing products.

THE ORIGIN OF QUALITY GRADING

The first USDA quality standards were established in 1917 for potatoes.
Since then grading standa:ds have been established for naay different
foods. The Agricultural Marketing Act of 1946 (7 U.S.C. .621) and the
U.S. Grain Standards Act (7 U.S.C. 71) authorize USDA to provide grading
services to firms which voluntarily contract for them.

Grading standards were established to provide a common lfanguage for
wholesale trading in the marketing of farm products, and as a means of
measuring value or as a basis for establishing prices at the wholesale and
manufacturer level.

However, throughout the vears various food packers and processors have
been using the grades to indicate the quality of their finished products at
the retail level. Packages of butter, for exampie, Were labeled by grade
as early as 1924.

USDA is now telling consumers to use the grading system as a measure
of value when purchasing food. For example in a pamphlet entitled, 'Keys
to Quality," it stated:

"¢. S. grades on food mean the seme thing in all parts of the
country, in any scason, in any store, doy in and ‘ay out.

These gyrades are based on naticnally uniform Federal staadards.
Their use is supervised by qualified Govermment gracers. They
offer you a reliable guide to qualify and a means to compare
quality with price."

"

In ancther pamphlet, "How to Buy Canned and Frezen Fruits,” it stated:
"Because different qualities of frmits are suited to different
uses, you can nake better buys by choosing processed fruits in
the quality that fits your needs.



"U. S. grade standards--measures of quality--have been es-
tablished for most processed fruits by the U. S. Department
of Agriculture's Consumer and Marketing Service."

* * * * *

"Labels may also give the quality or grade, size, and maturity
of the fruit * * #,"

EFFECTIVENESS OF (JALITY GRADING SYSTEM STUDIED BY USDA

To determine the effectiveness and usefulness of its grading system
as an aid to consumers, USDA initiated a study in December 1968 on
(1) consumer knowledge and use of Government grades in buying food pro-
ducts, (2) the extent of confusion about grading terminology, and (3) con-
sumer preferences for an alternative system of grade terminology.

The study concluded that consumers who were aware of the quality
grading of food products found it helpful in making buying decisions, but
most consumers knew little about it. For example, for 9 of the 10 procucts
tested, the percentage of consumers unable to correctly identify the
grades for the products they purchased ranged from 51.4 to 84.7 percent.

Further study of consumer awa-er.ess showed that, when tested om tne
number of grades for a product and the differences between these grades,
over hzalf the respondents received zero scores for the commodities surveyed
except for eggs which had 36.5 percent zero scores. —

_Different sets of grade names or designations for food items confuse
consumers. The following chart shows 10 different top quality grade
designations used by USDA for different food categories.

Apple juice, canned U.S. grade A or U.S. Fancy
Applzs, fresh U.S. Extra Fancy

Beef USDA Prime

Beets, fresh U.S. No. 1

Cantaloupes, fresh U.2. Faney

Carrots, fresh U.S5. grade A

Celery, fresh U.S. Extra No. 1

Eggs U.S. grade AA

Peanuts, Virginia in shell U.S. Jumbo Hand Picked
Peanuts, Virginia shelled U.S. Extra Large

Comparing the grades of two similar products is also confusing. The
top grade for fresh pears is U.S. No. 1, but U.S. No. 1 fresh apples are
only the third grade, as shown below. .
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Quality Fresh apples Fresh pears (note a)

1st U.5. Extra Fancy | U.5. Ho. 1

2d U.S5. Fancy Y.5. Combination

3d [ u.s. %o. 1 | U.S. No. 2

There are two U.S. grade standards for fresh pears. We have used the
standard for summer and fall pears.

Despite the low level of grade awareness found during the survey,
USDA concluded that housewives who know and use Government grades
apparently find them a valuable aid in purchasing foods. Between 59 and
81 percent of the respondents who were aware of Government grades rated
them "very helpful."”

As for consumer preferences for an alternative system of grade
terminology, the study showed 44 percent of the respondents favored a
letter system, 32 percent preferred words, and only 18 percent favored
numbers.

EXTENT OF QUALITY GRADING
IN THE MARKETPLACE

Thousands of different food products appear on supermarket shelves.
However, the labels on many of these products do not indicate the USDA
grade of the characterizing ingredients in the product, or if they were
graded at all.

The quality grading of foods is voluntary. Each manufacturer de-
termines whether te include grades on its product labels. For instance,
during fiscal year 1971, USDA inspected and graded 35 percent of the
canned fruits and vegetables and 75 percent of the frozen fruits and
vegetables processed in this country. Of 317 products which had
characterizing ingredients (see p. 30), only 4.7 percent were labeled
with USDA grades. .

CHANGES TO QUALITY GRADING PROPOSED

The absence of clear and meanipgiul information concerning the qual-ty
of food hinders coisumer efforts to compare the value of compating pro-
ducts. The White Hcuse Conference on Food, Nutrition, and Health
suggested the uneel for a universal simpiified grading system for consumers
and the foad industry.
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In the Congress, several legislative proposals (such as 3. 1197,
S. 2110, H.R. 1657, H.R. 3706, H.R. 5828, aund H.R. 5950) were introduced con-
cerning the need for improving the quality grading system for foods. Ure
of the main points stressed in these proposals was the need for a quality
grading system with uniform, easy-to-understand nomenclature which would be
required for all food products. For example, S. 1197 and S. 2110 would re-
quire the quality grading system to

—-express quality grade designations in a uniform nomenclature
for all food products,

~-require that any food product distributed in interstate
commerce bear a label containing a quality grade designation,
and

~~provide fo- the following designations in descending order
of quality of the food product:

--U. 5. grade A.
--U. S. grade B.
--U. S. grade C.
--U. S. grade D.
-~U. 5. grade E.
--Substandard.

A USDA official said the requirement for all food products to be graded
and to include the grade un their latel was not a practical solution to the
problems consumers face in comparing the qualitvy of products. He said, for
example, the current cost of grading less than 100 percent of only six
categories of food products (see p. 38) on a voluntary basis was about
$183 milliion annually., Buti, if grading became mandatory, the cost of
grading all food products in these same six categories would increase
by about $327 million to a total of about $510 million annually ard, if
all food products were graded, the costs would be =ignificantly greater.
{See app. V.)

While USDA supports the goal of reducing consumer confusion
regarding grade designations, 2 USDA official told us problems in ob-
taining industry concurrence have hampered USDA's efiort to make the
system easier for consumers to use. he said USP4 is currently studying
the feasibility of uniform grade desiguations for fresh fruits and
vegetables.

CONSUMER AND IRDUSTRY COMMENTS

We inteirvieweo officials firom 22 firas, 2 trade associations, and
S consumer groups to obtaln a cross section of opinions concerning tha
need for quality grading informetion on food labels. Both consumer and
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industry representatives agreed the existing system of quality grading
is often confusing to consumers. They disagreed, however, as to
whether a quality grading system for consumers was practical.

Consumer groups

All consumer groups interviewed favored a system of quality grading
for most food products. Th2y believe quality grading should be in uniform
nomenclature with essy to undeirstand standards and grade designations.

One consumer representative told us food manufacturers have a good
system for buying their food; however, the consumer does not have a good
system for evalvacing his purchase. In addition, the consumer is con-—
fused because the grading system differs between foods. Two other con~
sumer representatives stated that quality grading should be uniform and
mandatory to enable consumers to make value judgmente.

Food industry

Most industry officials agreed tbhe current USDA grading system is
complicated for consumers. However, many believe a consumer quality
grading system would be very subjective and impossible to create to
account for the varying consumer vi=ws of quality. Establishing a con-
sumer system would alco be very costly for the Government to enforce -ind
for manufecturers to 1mplement, and higher food prices would result.

One industry official told us a coasumev quality grading system
weuld not be in the best interest of the consumer or the foed industry.
A system could not be devised which can account for the individual tastes
of consumers.

Food industry officials from another company told us their cempany
would be against a consumer quality grading system. Quality is sub-
jecrive and each consumer has his cwn idea of quality. The present
prading system was designed for use by manufacturers znd was not
edaptable to censumer needs.

CONCLUSION

Although not originally intended to help consumers make value com-
parisons, the USDA quality prading system is, for some products, being
used to give consumers some indication of the quality of the focd product
inside the package. Many consurers, however, have a problem in under-
standinyg and using the svstem because the nomenclature is often very
technical and difficult te understand and grade designations vary from
preduct to product.
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Despite the problems which hamper consumer use of USDA grades, those
consumers who understand the system seem to find it useful in couwparing
the value of competing products. Revising existing grade designations to
make them uniform and ea.y to understand therefore, could assis. consumers
trying to use the systcem.

Th2 system is voluntary and many food labels do not provide any
qualiity grade information. However, establizhiag and eanfourcing
mandatory quality grading standards for all products could be very costly.
As discussed on page 39, for example, some products in six categories
are now being graded voluntarily and USDA eatimatec that it would
cost an additional $327 million to require grading for zll products
in these categories. Thus, to require that all food products be graded
would cost substantially more.

SECRETARY OF AGRICULTURE

To assist consumers trying to use the USDA grading system, we recom-
mend that the Secretary of Agriculture revise existing regulations to
make grade designations uniform and easier for consumers and industry
to understand,

ACFNCY _COMENTS

USDA supports Lhe goal of reducing consumer confusion regarding
grade designations, but believes the number of quality variables among
food products negates the presibility of developing one system of grade
designations to cover all food preducts., USDA; thercfore, suggested
that a practical goal may be Lo seek uniform grade names within groups
nf similar products, such as fresh meats, noullry, or processed rruits.
USDA is studying uniform grade designations for fresh fruits and v-e-
etakles. It has already ectablished unifom grade standards for some
150 processed food preducts tased upon a simple A, R, C system,

USDA noted, however, that little would be accomplished for most
processed meat products in that the grade of the raw material is only
one of several fa.tcrs which affect the finished product characteristics.
The surveillance required in a grading or acceptaace progvan to insure
the validity and acruracy of such a !.bel would be extremely coctly,
Those costs likely would fer outweigh any benefits and eliminate the
voluatary use of such a labeling program.

&ms

Also, USDA supporis the need for strengthened education:l progr
making

to help- consumers understand and use grade information while
chopping decisions,




PENDTJG LEGISLATION

In the 934 Congress, several legislative proposals were introduced
concerning the USDA quality grading system. (See p. 39.) Some of the
proposals would require that all food products be graded and the grade
desigration shown on the food label. 1In its deliberations of such pro-
posed legislation, the Congress may wish to consider whether the bene-—
fits to the consumer would justify the large cost 3f providing mandatory
grading.
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CHAPTER 6

NEED FOR UNIFORM OPEN-DATING SYSTEM

In comparing the qualities of competing prodvcts, freshness is
important. This is especially true for perishable and semiperishable
foods. Some foods have a shelf life of only a few days before they begin
to lose their color, taste, and nutrient values. Consumer knowledge of
how long such products have been on the retzil shelf and how well they have
been stored {proper temperature, humidity, etc.) is important if they are
to protect themselves from purchasing stale or spoiled foods.

Food manufacturers for years have dated their products to provide
themselves an inventory control and to aid retailers in controlling the
rotation of stock on cheir shelves. This irnformation, however, was usually
coded and consumers could not readily compare the age of the food they
purchased.

Most preoducts are properly rotated and usually are sold to the public
fresh; but consumers do buy some spoiled or staie food without knowing it.
A study was made by Consumer Research Imstitute in Dade Countv (metro-
politan Miami), Florida, of supermarket inventories before and after
o; en dating (uncoded dating) was introduced in the county in 1971, The
study showed that about 5 percent of the supermarket inventory of per-
ishable profucts was still on the retzil shelves pest the prescribed
pull date.

CUJSUMERS SOLD STALE 2R SPOILED FOOD

A USDA study during the period June 1971 to July 19721 analyzed con-
sumer attitudes toward supermarkets. The study showed that 9Z percemt of
the consumers interviewed were either "very" or "fairly" satisfied with the
freshness of the food they purchased, an1 93 percent stated they never or
rarely purchased food which was spoiled or stale.

However, when these same consumers were asked if they had purchased
ary food in the previous 2 weeks which had spoiled or become stale sooner
than they would have expected, 18 percent reported they had. About half

Irpood Dating: Shoppers' Reactions and the Impact on Retail Foodstores,”
USDA, Ecoromic Research Service, Washingtcen, D. C., Jan. 1%73. Study
performed by USDA and Consumer Research Tastitute over 2 l2-month period
wnich involved three phases. Pnzse I was g telephone survey of 1,531
shoppers; phase 1I was a survey of ccaplaints about s:tale or spoiled focd
in 12 Ohio chain stores; and, phase 111 was an ana-ysis of complaints in
thege same stores after open-dating was Introduced.



these problems were noticed on the same day the food was purchased. These
problems involved perishable produpts, such as meat, dairy products, baked
goods, and fresh produce.

. Phase II of the USDA study showed over 20 percent of the 4,540 shoppers
interviewed reported purchasing stale food. The results from the 12 Obio
stores are shown below.

Total shoppers Percent of shoppers
Cities interviewed reporting stale food
Hamilton (5 stores) 1,096 19.4
Middletown (3 stores) 1,386 20.1
Cincinnati (4 stores) 2,058 22.6
Total 4,540 21.1

Although unusual, an example of a problem shoppers can face was brought
to FDA's attention in a letter from a consumer. She wrote tha* she had
purchased a frozan turkey roast in December 1972. Enclosed with thz roast
ras a coupon for a meat thermometer. The coupon, howeser, had expired on
June 30, 1971--18 months earlier. The turkey roast label gave no indica-
tion of the date processed or the age of the product. Was the coupon date
erronenus?  Was the coupon included accidentaliy? Was the roast actually
18 or rore months old (twice the recommended shelf 1ife)? The consumer
had no way of knowing.

OPEX DATING POSSIBLE SOLUTION
TO CONSUMER PROBLEM

Because of problems with stale or spoiled foods as discussed above,
many consumers have favored an open-dating system. A recent consumer
surveyl showed 89 percent of a nationwide sample of 250,000 shoppers re-
ported they favored an easy-to-understand dating svstem. In another
survey by the trade journal, "Chain Store Age," almost 50 percent of those
interviewed called open dating '"the single most important (consumer) serv-—
ice,"” and in response to another question 95 percent listed open dating
of foed products as the consumer service ''most useful to them. These
figures seem to show consurmers' need to be reassured that the food pur-
chased is fresh.

1Ringler, . & Berner, G. A., "Consumer Attitudes Toward the Food
Industry," paper presented at the 38th Annual Meeting of the National
Association o. Food Chains in 1971.
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Many food store chains have recognized the corszumer interest in open
dating by voluntarily providing it on many of their perishable and semi-
perishable products. The USDA study published in 1973 showed that over 60
retail food chains, comprising about 15,000 food stores natioawide, have
introduced such systems. The study also identified 10 States and 2 local
governments that had adopted lavs or regulations requiriag open dating of
certain perishable or semiperishable products.

Consumer reaction ko these programs .las been quite favorable. A 1871
USDA study of a Chicago grccery chain's food dating program showed more
than hal{ of the 1,710 shoppers interviewed were aware of the open-datiag
program, and of the 429 shoppers interviewed in depth, almost two~thirds
indicated they used the dates at least once. The most frequent items
mentioned in the use of open dating were bread and milk.

Further evidence of the benefits of open dating was found in the 1973
USDA study in 12 Ohio food stores. A comparison of consumer reports of
spoiled or stale food showed that, before implementing an open~dating
system in eight stores, about 20 percent of the shoppers reported pur~
chasing stale food. After 8 weeks of promoting open dating, only about
10 percent of the shoppers reported purchasing stale food.

During this time the percentage of shoppers reporting the purchase of
stale products actually rose slightly in four stcres where open dating was
not introduced. After open dating was implemented in these stores, the
percentage of shoppers reporting purchases of stale products dropped.” The
following tablie shows the results of the 1973 USDA study.

Hanilton Middletown Cincinnati
5 stores 5 stores 4 stores
(parcent of shoppers reporting stale fouod)

Food not open dated 19.4 20.1 22.6
8 weeks later

Food open dared 9.9 11.0 -
Food not open dated - - 25.7

11 months later

Food open dated
{in all stores) 13.8 13.6 14.6
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CONFUSION OF DATES LIMITS IMPACT
OF OPEN DATING ON CONSUMER CHOICES

While open dating may influence the shopper's attitude, the actual use
or understanding of open dating appears to have been limited. The con~
sraer's lack of understanding, the variety of dates (pull date, packed
date, expiration date, etc.) used in open-dating systems, and the general
misunderstanding of the meaning of open dating have limited the use of the
dates.

The 1971 USDA study of the Chicago grocery chain's food dating pro-
gram showed 63 percent of the 429 shcppers interviewed had used open
dating at least once; however, only 20 percent of these shoppers knew that
the open date was the last date the product should be sold or the pull
date. Forty-five percent believed the date was either the date manu-

factured, packaged, delivered, or put on display--a past date. The pull
date used in the food dating prograr is, in fact, a future date.

Much of this confusion is caused by the failure of food labels to
explain the significance of the open date and by the variety of dates used
either voluntarily or as required by law., As of May 1973, 10 States had
laws or administrative regulations which required open dating for
perishable foods. These laws dif.ered in their requirements.

For example, in Washington and California the law required the open
date to be tha pull date. However, Oregon which shares a common border
with both Washington and California gives the manufacturer the option of
using either a pack or & pull date.

The dates used voluncarily are also confusing. These dates can vary,
net only between stores in the same community, but also between products
in the same store. For example, on March 7, 1974, we purchased three food
products in a Detroit area supermarket with each product having a2 different
form of open date:

--Baby focd had a packed date (Jan. 3, 1974).

—~-Tartar sauce had a pull date (Jan. 18, 1975).

--Bake and serve dinner rolls had an expiration date (Mar. 27).

Several other products--cereals, jellies, salad dressings, milk, and
cheeses—--had varicus dates but no indication of what the dates meant.
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A 1969 study by the Department of Food Seience of Rutgers Univer-sityl
concluded that open dating of the packed date or the pull date for products
would not benefit consumers. The study found that time alone is not the
controlling factor in determining the freshness of food and that both
‘dates tend to confuse consumers.

The study stated that the packed date is misleading to consumers
because it does not indicate the expected shelf life of the product when
stored properly. In additioa, the date only describes the age of the
product but does not indicat* > freshness because there is no assurance the
product was stored properly. The study further stated that the pull date
can also present problems for consumers. An accurate pull date depends
on the handling and storage of the product. Unless manufacturers or
distributers can show that proper controls have been establiched for their
products, pull dates, according to the study, should not be used.

Instead of using packed dates or pull dates, the study recommends the
retailer use the date of shelf display to facilitate stock rotation and
to give consumers an awareness of how long the product has been on the
retail shelves. The study states that the date of shelf display does not
suggest anything about the shelf life of the prcduct, whereas packed and
pull dates imply some judgment can be made on product durability. 1In
acdition, the study recommends the food industry inform consumers on home
storage conditions and on the maximum length of time food items may be
wisely stored before being used.

CONSUMER AND INDUSTRY COMMENTIS

We obtained the views of officials from 5 consumer groups and 18 food
firms on the need for an open-dating system. Officials of both groups
stated that, without open dating consumers cannot determine the age of
perishable and semiperishable foods. They alsc agreed that an easy-io-use
uniform systen of open dating is needed.

Consumer groups

Officials from all five consumer groups intervieuwed agreed a
uniform system of open dating is needed. They also favored a mandatory
system that would require all perishable and semiperishable food prod-
ucts to include open dating on their labels. The main reason cited
for open dating was the need for consumers to know or determine the
freshness of food products.

Lrepsod Stability Survey," USDA, Economic Research Service, Washing:on,
D.C., Feb. 1¢71.
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Food industry

Of the 18 industry officials interviewed 12 stated open dating of
perishable foocd is needed. They also generally agreed a uniform open-
dating system should be established. Several officials complained
about the lack of consistency betwe an current State and local laws con-
cerning open dating.

In a speech, the president of the National Association of Food
Chaias stated the supermarket industry is much in favor of open daring.
He said there is no question that the consumer has the imalienable right
to make a choice on freshness. He also pointed out open dating makes
it easier for the retail store to rotate stock.

Industry representatives from one firm said open-dating of perishable
foods (shelf life of 60 days or less) would provide useful information
to consumers. Manufacturers are reluctant to move toward open dating
because legislation being considered in various States is not consistent.
They said there is a need for Federal pre-emption or a model dating bill
which would give uniformity to dating laws.

CONCLUSION

Although most products are properly rotated by stores to insure
product freshness, sume are not. A USDA study has shown over 20 percent
of the consumers interviewed reporred purchasing stale or spoiled focd.
When open-dating infeormatien is provided, towaver, consumers are often
confused and cannot readily determine when a product was processed or
packaged or when it will lose its freshness.

A uniform open-dating system would eliminate consumer confusion
and facilitate the comparison of products. Such a system is especially
important in selecting food products witn limited shelf lives.

RECOMMENDATION TO THE CONGRESS

To eliminate consumer confusion and facilitate consumer value
comparisons, we recormend that the Congress consider amending the FD&C Act
to establish a uniform open-dating system for perishable and semiperishable
foods. 1In the 93d Congress, several legislative proposals (such as H.R,
1654, H.R. 1655, H,R, 1989, H.R. 3704, H,R, 3705, H.R. 7008, H.R. 11448,

S, 1197, §.2110, and $. 237:) were introduced which would so amend FPLA or
the FDAC Act.

ACFNCY COPRENTS

HEW, USDA, and Commerce geaerally favor establishing a2 uniform easy-to-
understand system of open-cdating for perishable and semi-perishable foecds.
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There is some disagreement, hovever, as to which procedure would get
the best results,

. HEW said that ¥DA has authority to require open dating in any
case when its absence may resuli in a food being adulterated., HEW
would not object, however, to explicit statutory authority concerning
open dating by amendment to the FD&C Act, A bill (S5.2373) as passed
by the Senate on July 11, 1974, would provide authority for FDA to
issue regulations reguiring sell or use dates and storage instruccicms
to be shown on food labels.

USDA supports voluntary open diting of meat and poultry products
and has published regulations which were to 2o into effect December 8, 1974,
These regulations will require that, if an open date is used, it must
be clearly designate’ as a "packing,' "sell by," or "use before" date.
USDA plans to monitor the voluntary program to determine if changes are
necessary or if it should be made mandatory. USDA said the voluntary
approach is best so consumers, industry, and Govermment can gain nec-
essary experience befcre making additional judgments.

Generally, Commerce agrees that 2 uniform system of open dating
for perishable and semiperishable foods is desirable., However, it
suggests that this can be achieved mure effectively with appropriate
revisions to the Model State Open Dating Regulation adopted by the
National Conference on Weights and Measures. Commerce stated thatr
experience to date indicates that the best method of open dating
appears to vary with the commadity in gquestion and it does not appear
that enough is known at this time to legislate a solution., The Na-
tional Conference on Weights and Measures, according to Commerce,
offers the opportunity for consumers and industry representatives to
meet with Federal, State and local officials, in a combined effort,
to move the model vegulation forward,

Commerce recommended that a fully flexible system be tested to
determine the best method for open dating for various perishable and
semiperishable foods. Cow—erce believes the Model State Open Dating
Regulation can be revised to permit this kind of flexibility. Com-
merce stated thar, in any event, open dating should always be presented
with a complete explanation and in a2 manner vwhich {s uniform for each
method.

The suggestions to wait for additional experience with open dating,
either through a voluntary program or by modifying the Model State QOpen
Dating Regulation would, in cur opinion, only prolong the confusion
consumers are experiencing. It would also add to the confusion, be-
cause as open dating is used on more products, it would continue
letting each manufacturer, retailer, or State choose its own open
dating system,
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We believe the experience to date indicates that, for open dating
to be ar effective tool for consumers buying perishable and semiperish-
able products, it must be uniformly presented and easy to understand,
We believe legislation establishing such an open dating system will
benefit consumers and the food industry.
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CHAPTER 7

UNIT PRICING~~OLD IDEA, NEW APPLICATION

To compare the value of competing commodities, consumers must be
able co readily compare the prices. However, studies of consumer
abilities to compare prices showed that-—despite FPLA--consumers make
inaccurate price comparisons 40 nercent or more of the time. The pre-
sentation of unit prices--which has been done for years on fresh meats~—
could facilitate price comparisons of each brand and size of competing
commodities. Studies have shown that unit prices can reduce price com-—
parison errors. However, FPLA currently does not require retail
grocery stores to provide unit pricing.

FPLA PROVISIONS FAIL TO OVERCOME
OBSTACLES IN COMPARING PRICES

To facilitate consumer price comparisons FPLA provides that labels
of all consumer commodities show net quantity of contents and a
voluntary program be established to standardize and reduce the number
of package sizes for consumer commodities.

The House c¢f Representatives report on FPLA (H. Rept. 2076, 89th
Cong., 2d sess.) stated that the purpose of the requirement for pro-
viding information on the net quantity of package contents was: N
"k % % tp provide a total ounce statement which will facilitate

the computation of costs per ounce and thus aid the consumer
in making value comparisons among comparable cormodities."

The Senate version of the FPLA bill (S. 985, 8%9th Cong., 2d sess.)
stated that, before using the voluntary program to standardize and reduce
the number of package sizes for a product, it should be determined that
the weights or quantities in which the commodity is being seold are likely
impair consumers' ability to compure prices per unit. Although the
final version of FPLA substituted "value" for "price" throughout, the
Conference Report of the House and Senate (H. Rept. 2285, 8%th Cong.,
2d sess.} explained this change by stating that price comparison is
"% % * g very important factor in mzking a value comparison.”
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Surveys of consumer abilities to compare prices showed consumers
often could not compare prices correctly. In October 1968,1 five
collegs—educated housewives weré asked to buy from a Sacramento super—
market” the package for each of 14 grocery products that, in their
judgment, offered the best unit price. Thirty-eight or 54 percent, of
the 70 choices were incorrect.

In May 1969, a similar survey3 required two groups of shoppers to
select the lowest unit-priced item for several grocery products in New
York City. A group of 16 shoppers made a total of 196 choices from the
list of products and were incorrect on 85, or 43 percent. A group of 10
shoppers made a total of 111 choices and were incorrect on 50, or 45
percent.

In addition, vepartment of Commerce officials testified on March 23,
1970, in the Consumer Subcommittee, Senate Committee on Commerce,
hearing on FPLA, that the package size standardization program was not
removing all major obstacles to value comparisons as was hoped. They
stated it was not practical to reduce the number of package sizes and
have a mathematically desirable relationship which would facilitate price
comparisons.

The package sizes for heavy duty, normal density, dry detergents,
for example, had been reduced from 22 sizes to 6; however, because of
packingcase requirements the sizes were not evenly divisible., For
example, the three most popular sizes are 20, 49, and 84 ounces.
Although the reduction in package sizes made cross brand price com-
parisons for each sizc easier, the comparison, for example, of the
prices for 20-ounce and 84-cunce boxes of detergent still required a
complicated calculation.

3

*"What's iappened to Truth-in-Packaging?" Consuwmer Reports, (Jan. 1969),
p. 41. Study commissioned by Consumers Union and directed by the
Consurmer Research Foundation.

¥ 11

For the purposes of this report, "supermari
e

ke are defined as retail
ry stores with annual sales of $300,009

ts
or more.

son, "The Question of Unit-Pricing,”" Testimony in Public
ork City Departrnent of Consumer Affairs (Mav 26, 1969},
pp. 4-6. Srtudy conducted by New York City Department of Consumer
Aifairs.

3Jack D. Richard
Hearings, New Y
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A more detailed studyl also found that the efforts to standardize
package sizes offered little assistance to shoppers who attenpt to
compare prices. The study tested how effectively price comparison
problems could be solved by selected shoppers of an ianer-city super-
market and a suburban supermarket in the washington, E.C., area.

Each responding shopper was asked which of two differing packagze
sizes for each of five products cost less per measure, and how much less.
Two groups of shoppers were tested on evenly divisible package sizes
{e.g., each package size being a whole multiple cf the smallest package
size). One group was tested with singly priced items (e.g. 24 cents
each) and the other with multiple priced items (e.g. 2 for 49 cents).
Another two groups of shoppers were tested cn unevenly divisible package
sizes--one with singly priced items and the other with multiple priced
items. The following table shows the number of responding shoppers in
each group and the average percentage of correct answers.

Inner city Subrrban
Number Percentage Number Percentage
of of correct of of correct
respondents answers respondents answers
Evenly divisible
package sizes:
Singly priced 84 16 89 38
Multiple priced &0 14 90 32
Uneverly divisible
package sizes:
Singly priced 82 10 80 14
Miltiple priced 85 16 86 12

The preceding studyv only required shoppers to compare prices between
two package sizes. In a typical supermarket, shoppers would have to
consider twe or more package sizes among several competing brands. For
example, our survey of heavy duty, novmal density, dry detergents
available in 6 Detroit area supermarkets showed shoppers would have as

Monroe P. Friedman, "Dual-Price Labels: Usage Patterns and Potential
Benefits for Shoppers in Inner-City and Suburban Supermarkets,’’ Center
for the Study of Contemporary Issues, Eastern Michigan University,
Ypsilanti, Michigen, no publ shing date, pp. 62-85. Study funded by
Safeway Stores, Inc., and the Xational Association of Food Chains and
directed by Monroe P. Friedman.
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many as 4 unevenly divisible package sizes (20, 49, 84, and 171 ournce)
and from 9 tc 13 brands to choose from. The stores we surveyed averaged
22 selectiong of detergent.

UNIT PRICING REDUCES
PRICE COMPARISUN ERROFS

A method for facilitating consumers' price comparisons would be to
present unit prices for each brand and size of competing products. Unit
pricing eliminates complicated mathematical computations. Studies have
shown that unit ~rice information significantly reduces consumers' price
comparison errors.

Unit pricing provides a common denominator--such as price per
ounce, pound, piat, etc.-~for comparing prices of products which come
in various package sizes, have several competing brands, and are sub-
ject to multiple-item pricing. It has been used for many years to
facilitate price comparisons of store-packaged meat, poultry, and fish
because of the randomness of the package weights. For e.ample, packages
of ground beef show the price per pound as well as the total price.

The study which tested shoppers' price comparison ability in an
inner-city and a sudburban supermarket in the Washington, D.C., area .iso
found that unit pricing would have signific2arly improved the percentage
of correct answers for the products in evenl- and unevenly divisible
packaze sizes.

In the study a group of selected shuipers in each store was asked
to compare the prices of two selections for each «f five products in a
sinulated unit pricing sitvation (simply comparing the package prices for
two selections ¢f the same size packages). Eightyv-five inner-city
shoppers answered correctly 56 pzrcent of the time and 91 suburban
shoprers answered correctly 85 percent of the time. The director of the
study believed that the other groups of shoppers mentioned earlier could
have done as well if unit prices had been availzble r¥or the evenly and
unevenly divisible packzage sizes.

in a 1970 qtudyl a szmp.e of 53 housevives was randomly divided
among 3 different suvnermarxets with instructions to buy the most
econonical branc and size in each of 13 products. One store provided
IMichael J. Houston, "The Effect of Unit-pricing on Choices of Brand and
Size in Economic Shopping,” Journal of Marketing, vol. 36 {(July 15872
Pp. 21-54. Experiment conducted in a midwestern town of 15,000~20,000
pecple using cutlets of three major supermarket chains.
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unit pricing while the others emphasized either singly priced items or
multiple priced items. The shoppers with unit pricing bought the minimum
unit price item on an average of 64 percent of their choices. Tae other
shoppers were successful on an average of ornly about 50 percent of their
choices. Also, there was a greater difference in cost between the item
purchased and the minimum unit price item in the stores without unit
pricing, especially tnose emphasizing multiple pricing.

A studyl of consumer behavior in a simulated - upermarket shopping
situation showed that the average percentage of correct choices wes not
only higher when unit pricing was previded, but the average shopping
time was significantly less. Seventy-five volunteers--64 of whom were
women--—were assigned randomly to 3 groups of 25 each. Each volunteer
was told, "to chouse that package which gave the most vuaantity for the
rmoney' from each of nine product groups. One group of volunteers was
given unit prices, one group used a computational device? to determine
unit prices, and one group had only the net weight andfor servings and
the total price on each package. Thae following table shows the average
results for volunteers in each group.

Average percent Average shopping
Infcrmation used of correct choices time {(minutes)
Unit prices 89 4
Package prices 64 24
Computat.onal device . 66 3z

1Robert D. Gatewood and Robert Perloff, "An Experimental Investigation

of Three Methods of Providing Weight and Price Information to Consumers,”
Journai of Applied Psychcloyy, vol. 57, noc. 11 (1973), pp. 81-85.

Study was based on a doctoral dissertation submitted to Purdue
University.

2Required the volunteer to match the total price of the packare wirh its
net weight so chat the cost per ounce would show im 2 box in he

center of the device. All volunteers usin- the device were trained to
a criterion of three successfvl computation. tefore the study began.

A device similar to that used in the <tudy s pictured on page 56,
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DEVICE FOR COMPUTING UNIT PRICE
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In another experiment,l 200 randomly selected housewives were asked
to choose among different sizes of their regular brands of detergents
and scft drinks, first when cvnly package price was given and then when
unit price was added. The study concluded that prices were of clear
importance in the selection of package size, but many housewives did
act have a clear Idea nf the relative prices of different slzes, measured
in terms of cents per pound or the like When unit pricing was provided
many houcewives switched to sizes which had lower unit prices.

AVATLABILITY OF UNIT PRICING

Since June 1970, many grocery stores have voluntarily instituted
unit pricing in response to the consumer movement or because of State or
local laws. Our survey as well as other surveys indicate that urit
rricing is being ins.ituted primarily by sup:rmarket chains (firms with
11 or more stores}. About half of the chain supermarkets have unit
pricing.

The "Progressive Grocer," a trade magazine, surveyed the availa-
bility of unit pricing among chains for 1971 and 1972 as well as
independent retail stores and wholesalers for 1971 through 1973. The
following table shows the percent of respondents in each category that
j.ad unit pricing.

Number Percent with

Category responding unit pricing
1971 Chains ’ 126 45
Independent Stores 1,578 34
Wholesalers 269 20
1972 Chains 120 48
Independent stores 1,315 36
Y¥holesalers 203 23
1973 Chains No survey -
Independent stores 1,410 39
Wholesalers 196 26

Lo g, Granger and A. Billson, ''Consumers' Attitudes Toward Package S

$ize and Price," Journzl of Marketing Research, vol. 9 (Aug. 1972),
pp. 239-248, Study funded by the Consumer Research Institute, Inc.,
Washington, D. C.
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In 1971, the Super Market Institute, Inc., a research and education
institute of the grocery industry, surveyed the availability of unit
pricing among supermarkets with annual sales of $1 million or more.

Mcst of these supermarkets were operated by chains. The survey showed
.that 37 percent of the 7,023 responding stores had unit pricing.

Tihe availability of unit pricing in grocery stores has been due to
some extent to laws requiring unit pricing. As of September 1973, five
States and 2t least three cities required unit pricing in some of their
stores.

State and local unit pricing laws are generally directed at
grocery stores but certain types or sizes are excluded. The most fre-
quent exemptions pertain to owner-operated single stores and stores
with limited sales volumes. In this last category, the New York City
law exempts any retail entity (one or more stores) with annual sales of
less than $2 million. Seattle and Maryland exempt stores vith annual
sales of less than $750,000, and Vermont exempts stores with annual
sales of less than $500,000.

The feollowing table shows the States or cities, the-effective dates
of tle laws, and the estimated numbear of stores covered by each law.

Effective Number of
State or city date stores
Massachusetts Jan. 1, 1971 2,000
Connecricut Oct. 1, 1971 4,500
Maryland Jan. 1, 19272 100
Verront July 1, 1972 75
Rhose Island Oct. 1, 1972 (a)

" New Jork City Mar. 31, 1971 1,200
Seatcle Auvg. 1, 1972 91
Ann Arbor June 12, 1973 35

Tetal 8,001

Nc estimare furnished.

To obtain information on the availability of unit pricing in areas

where it is not required by law, we surveyed supermarket chains in 10
metropolitan arees curing July and August 1973. The 10 “standard metro-
politan statistical areas’ had a cozbined population of 34.5 million in
the 1970 census. %e identified the superwmarket chains from a 1972 direc-
tory, "Superzarket Grecery and Convenien 2 Store Chaims,” published by

" Business Guides, Inc., an affiiiate of Chain Store 4ge. Only about a
third of these chains provided unit pricing to their shoppers. The sur-
vev results follow.
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Number of super-

Number of supermarket market chains with

Metropolitan area chains contacted unit pricing
Atlanta, Ga. 5 1

Chicago, I11. 9 3

Dallas, Tex. 9 2

Denver, Colo. 5 3

Detroit, Mich. 6 3

Los Angeles-Long Beach,

Calif. 23 5
Newark, N.J. 11 4
Philadelphia, Pa.-N.J. 6 3
San Francisco-0akland,

Calif. 12 3
St. Louis, Mo.-I11. 6 1

Totals 92 28

During March through July 1973, we surveyed auembers of the National
Association of Foou Chaias (NAFC) and the National Association of Retail
Grocers of the U.S., Inc. (NARGUS), to determine the number of stores
providing unit pricing or planning to provide it within 18 months. Ve
received resporses from 110 chains and 303 independents. Sixty percent
of the chaing and 17 percent of the independents had unit pricing in
some or all of their stores. The following table recaps the responses.
An estimated 95 percent of these stores are supermarkets.

Stores with Percent of
Total stores unit pricing ‘total
Chains 16,553 7,904 48
Independents 706 142 20

Fach respondent was also asked its plams through 1974 for beginning
unit pricing or expanding it te more stores. Nineteen chains and 18
independents plan to have unit pricing in a tecral of 1,153 and 34 more
stores, respectively. This would increase the percentage of stores
previding unit pricing from 48 to 335 percent for chainstores and from
20 to 25 for independent stores.

NEED TO IMPROVE
PRES

i
ENTATICHN OF LulL PRICING

Many supermarkets have installed unic pricing programs to provide
consuirers additional information to facilitate consumer value comparisons.

w
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Improvements are needed, however, to insure that unit pricing informa-
tion is more effectively presented. Success of these progrars depends
on the extent of unit pricing coverage, the design of the shelf label,
the maintenance of shelf labels, the unit of measure used, and the
promction and explanatory material provided consumers.

E.:tent of unit pricing coverage

Although unit pricing has been used for many years on random weight
pioducts sold in the meat and produce department nf a <upermarket, the
major categoriesl of products suitable for the new application of wunit
prvicing are generally found in the dry grocery and frozen food
- gqepartments. Dry groceries average about 41 percent -4 frozen foods
about 3 percent of supermarket sales. Dry groceries include packaged,
canned, and bottled food products for people and pets; alcoholic and
nonalcoholic beverages; tobacco products; household cleaning compounds
and supplies; laundry supplies; soap and detergent products; and paper
products.

The size of each of these departments varies among supermarkets.
For example, NAFC and NARGUS members' responses to our survey showed
the number of items {(different brands and/or sizes of products) ranged
from 2,600 to 10,800 for dry groceries and from 200 to 2,600 for
frozen foods. However, the extent of unit pricing in the dry grocery
and frozen food departments and in many of the product categories which
conprise these departments varied considerably.

Based on the questionnaires received from NAFC and NARGUS members
who provide unit pricing, the percentage of items in the dry grocery and
frozen food departments which were unit priced ranged from 10 to 100 per-
cent with a median of 82 percent for dry groceries. About %0 percent of
the respondents stated that no frozen food products wvere being unit
ariced.

We also visitsg 100 supermarkets throughout the 10 major metropol-
itan areas rhat were providing unit pricing on a voluntary basis. Ue

A group of products similar in nature and/or use; for example canned
fish inciudes tuna, salmon, sardines, etc.; and household cleaning
compounds include all-purpose cleaners, scouring cleznser; or pads, bowl
cleaners, drain cleaners, etc.

ZPErcentages and description of dry groceries based on a studv by
"Progressive CGrocer" magazine in cooperation with The Great Atlantic &
Pacific Tea Co., inc. See "Progressive Grocer," Apr. 1973, p. 208.
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observed the extent of unit pricimg in each of 36 dry grocery product
categories and each of 7 frozen food product categories. (See app. IV
for list of categcries.) )

Fcr the most pa:t, industry practices were consistent in the pro-
duct ca.=gories for which unit pricing was provided. Most of the stores
were providing nit pricirg for 26 dry grocery product categories. 1In
two other product categories--alcoholic beverages and tobacco
products—-unit pricing was not provided by most of the stores surveyed.
However, in the eight remaining caregories-—candy and chewing gum,
cookies, crackers and toasted products, dried fruit, household supplies,
snacks, soft drinks, and dry vegetables--unit pricing coverage varied
considerably.

Wz estimate that at least 58 supermarkets were either not applying
unit pricing to any of the 7 product categories in the frozen food
department or had applied it to only a few items in each category. The
seven categories were baked goods, fish products, fruits, fruit juices,
prepared foods, potatoes, and other vegetables. An industry spokesman
said one of the reasons for not unit pricing frozen foods was the many
problems with mounting shelf labels on the supermarket frozem food
displays. He stated that there is a big technical problem caused by
the cold humid air: ink rums, labels frost over, labels fall off, elc.

In 1971 the National Conference on Weights and Measures sponsored
by the Departrent of Commerce, National Bureau of Standards, adopted the
Model State Unit Pricing Regulation. This nodel was to provide a
uniform epproach to unit pricing for those jurisdictions choosing to
require unit pricing.

Qur comrarison of State and local laws and the Model State Urit
Pricing Regulation as to which product categories should be covered by
unit pricing pregrams showed several differences among the laws and the
model regulation for the 36 dry grocery categories and the 7 frozen
food categories. There was:

--Conplete agreement on 17 dry grocery categories; 14
categories should be covered; 3 should not.

--General agreement (less than 3 laws in conflict) on
)

2 dry grocery categories; 9 categories should be
covered; 3 should not.

--Inconsistency betweer model regu’ztion and laws on &
dry grocery categories.

-~General disagreement on 3 dry grocery categories.



As for frozen foods, six laws and the model regulation reqguired
unit pricing of fruits and vegetables, and juices and drinks; but
generally did not require it for baked goods; fish, meat, and poultry
products; and prepared foods. The New York City unit-pricing law
excludes frozen foods from unit pricing. (See app. IV for the detailed
results of our comparison of laws governing frozen food and dry grocery
categories.)

Display of and readability of
unit price data

The shelf tag or label affixed to the edges of display shelves has
been the most popular method of displaying unit price. The i.bel also
contains otter data, such as the unit of measure, product description
and weight, and the retail price, which is essential to the consumer's
use. However, in the 100 supermarkets we visited, the data cn the
labels was often poorly displayed and/or hard to read. This could
make the labels difficul~ for consumers to understanc and use.

Because of the thin shelf edge, the label has limited space for
data which is essential to the consumer. The space problem was further
complicated on some labels by including store names or slogans or by
accentuating stock data which is of interest only to Store personnel.
See examples A and B on page 6%.

Retail and unit prices appearing on labels are sometimes left
unexplained and some labels use obscure abbreviations to describe .ne
product. See examples C and T on page 64,

The legibility of the essential data is poor or some labels because
the printing is small or numbers are made up of dots or dashes. 1In
addifion, the visibility of the unit price is sometires considerably less
than that of the retail price due to the difference in the size of
print. See examples E and F on page 64.

Twe studies of consumers' use of unit pricing have also touched on
the problems consumers face in trving to read some shelf labels. During
a studyl in Toledo, Ohio, soue sheppers complained they could not read
the label because the print was too small.

1T, David McCullough and Daniel I. Padberg, 'Unit Pricirg in Super-
markets: Alternatives, Costs, and Consumer Reaction, ' Search Agriculture,
Cornell University, Ithaca, New York, vol. 1 no. 6 (Jan. 1971}, pp. 2

and 10. Study financed by Consumer Research Institute, Inc.
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During another study1 in Arlington, Virginia, the difficulty
shoppers have in reading labels aided observzrs in determining which
shospers actually use unit pricing. The study report stated that use
of unit pricing was:

" % % % readily detectable because of the small, computer
print size disnlaying the unit-price information on the
labels. Since the labels were located on the shelf moldings
below the appropriate product, shoppers oftien had to bend
down {to the point of hands and knees for products on the
botton shelf), go up on thwir (sic) toes, step closer to
the molding, use their fingers to aid in reading the
labels * % »."

The model regul:ition contains no requirements on the lay out and
legibility of the shelf label. Five State and three local laws contain
some requiremants on these matters. The most frequent requirements
included

--color of labels (six laws),

—--location of unit price on labels {(four laws),

--specific idencification of unit pricing (seven laws), and

~-pinizum size of print for the unit price {seven laws).

Tf unit pricing is to be understood and used by cocnsumers, we
believe that improvements must be made in the shelf label's display of
essential date and its legibility. '"Money"? magazine proposed a model
label which we believe does a good job of accomplishing this. See

example G on page 64.

Maintenance of shelf labels

The maintenance of shelf labels is also important in thz success
of the unit pricing program. Our survey of 12 products in 100 stores
showed missing lahels for some brands and sizes of products was the

ijohn Paul Rowe, "An Inquiry Into a Consumcr Information Issue: Unit

Pricing,'" Thesis, School of Government and Business Administration of
the George washington liniversity, Washington, D.C. (May 1373), p. 18.
Yeported and osbserved usage were compared in rhis study.

2e4 Henry, "Shopping by the Numbers," Money (May 1973), pp. 63 and 64,
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EXAMPLES OF SHELF LABELS
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most prominent maintenance problem. The total number of missing labels
for all 100 stoves ranged frem 10 to 20 percent among the 12 products
reviewed.

Other problems with maintaining some labels included:

~-Labels obscured from consumer view by overhanging shelves
or merchandise.

--Labels in poor physical condition.
~-Labels not adjacent to the product.

~--Disecrepancies between retail prices or net weiehts shown
on the labels and those on the product.

—-Substitutiors for oit-of-stock brands without clanging
the labels.

The total number of labels with these problems for all 100 stores ranged
from 7 to 30 percent among the 12 products reviewed.

Other survevs have found simiiar problems. In September and
October 1971, a studv! on maintaining shelf labels was completed in
New York Citv. Again the problems of adjacency, discrepancies in net
weight, and discrepeacics in prices were found.

In Februarv 1972, the President’'s Office of Consumer Affairs
surveved 12 supcrmerkets vith unit pricing in the washington, D.C.,
metrepolitan area. 1ts findings alsce included

~-missing labels,

--labels nut adjacent to products, and

--dirty and "dog-eared" labels.

This survey alsc fournd thar preblens of cleanliness and maintenance of
unit pricing labels were mcre proncunced in older stores.

1Robcrt Aitchiscn, "Sowe Facts on Unit Pricing in New York City and
Upstate New York Supermarwnets,’ Cornell Agricultural Economics Staff
Paper, no. 72~1, Cornell University, Ithaca, New York (Jan. 1972),
pp. 8 and 9.
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--Supermarket management personnel indicate that some of the causes
for the maintenance problems are:

—~Shoppers (especially children) removing labels from the
shelf.

--Shoppers (especially children} moving labels so that
labels are no longer adjacent to the products.

—~Store personnel making mistakes in matching the labels
with the precducts.

--Shoppers (especially children) defacing the labels.

—-~Labels not provided for products delivered to the store
from manufacturers rather than from the retailers central
warehouse,

--The store's policy to replace all labels periodically (e.g. every
six months) despite the frequency of marred or lost shelf labels.

Some of these problems are inherent in the shelf label method, and
regulaticn of unit pricing will noi, by itself, solve them. Store
management must recuire an active maintenance program by its employees
to insure proper presentation of unit pricing information.

Unit of measure affects
unit pricing

The unit of measure used to show the unit price should enable
shoppers to properly cetermine price differences between brands or
sizes. The model regulation and the State and local laws have generally
established units of measure which should assist the shopper.

In the study of unit pricing performad in Toledo, (see p. 62)
the following rationale was ured to determine the applicability of units
of measure:

--The unit nust be the ope cemmonly used to measure the
product.

--It should most aeccuratelyv reflect price differences in
the usual sizes purchased.

The study suggests, for example, that unit prices for dry er liquid pro-
ducts be quoted on a per-ounce basis only if all sizes of the product
are lesrs than a pound c¢r pint, respectively.
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However, our analysis of 10 products in the 100 supermarkets
throughout the country voluntarily providing unit pricing showed that,
although the products were packaged in some sizes which exceeded a pound
or,a pint, these products were not always unit priced by pound or by
pint. The following table shows the percentage of selections from all
stores that used inappropriate units of measure.

Percent of selections

Product with inappropriate measures
Ketchup 51
Peanut butter 37
Pork and beans 34
Pancake syrup 27
Canned corn 25
Applesauce 21
Elbow macaroni 20
Coffee 20
Tomato juice 16
Laundry detergent 13

Vhen selecticons of a product exceed a pound or a pint but show
their unit prices on a per ounce basis, the price differences between
brands and/or sizes is deemphasized. It also requires coasumers to
comprehend fractional cents or three place decimals when reading price
per ounce. For example, in one store, the prices per ounce for 49- and
84-ounce sizes of 2 brand of laundry detergent were $0.018 and $0.014,
respectively, or a difference of $0.004. 1If the unit price for each size
had been by pound, the unit prices would have been 29 cents and 2z cents,
respectively. The difference of 7 cents per pound would appear to be
more easily understandable by most consumers.

Promotion and explanatory material

In-store promotion and explanatory material was not present om a
continuing basis in many stores which had unit pricing. Only 26 of
the 100 supermarkets had some form of explanatory or promoticnal material
available to consumers on the day of our visit to each store. Some
store personnel told us such materials were provided when unit pricing
was introduced in their stores, but none was provided on & continuing
basis.

Ir addition, the President's Office of Consu .er Affairs' survey
of unit pricing stores noted a total lack :f prorotional or explanatery
materials in 10 of the 12 stores it surveyed.
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While the model regulation and six of the State and local unit
pricing laws do not require promotional or explanatory materials,
New York City and Seattle do. In New York, stores are required to post
explanatory signs for every 2,000 square feet of sales area with no
less than two and no more than five signs in each store. In Seattle,
stores are required to provide conspicuous explanations of the use of
unit pricing in each grocery store or department.

CONCLUSIONS

Facil’tating the consumer's abtility to compare the prices of
comp. ~ing products is an important step in achieving the objective of
FPLA--facilitating consumer value comparisons. Despite the provisions
of FPLA and Commerce's efforts in reducing the vruliferation of package
sizes, consuners still find it difficult to accuracely compare prices.
Studies show that consumers, when tryving to select the lowest p-iced
product, make inaccurat: selections at least 40 percent of the time.

Although unit pricing does not take into account differences in
the auality of competing products, studies have shown it can signifi-
cantly reduce consumer price comparison errors if effectively
presented.

Our analysis showed about 50 rercent of the chain supermarkets and
25 percent of the independent supermarxets were providing unit pricing
information. Althowuzh unit pricing data is available ia many steres it
has not be¢n as sucuvssful as it coixld or shouid be because of the
prodlens of presentiny anld exvlainiay the data. Problems and variations
in the extert of cowverage, the desin of shelf labels, the maintenance
of shelf labs ls, the unit of measuvs, anc he lack of protction and
explanatory nateriais have all cont-ibuted to the problems consumers
have in tyving te underst.nd and use unit pricing.
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CHAPTER &

UNIT PRICING--IMPACT ON COMSW: IR AND RETAILER

The impact ol present-day unit-pricing programs on the copsumer ~nd
retail grocer has been studied in terms of their beuefits in facilitating
consumer price comparisons and their costs (passed on by retailers to
consumers in higher food prices}. Our analysis of the results of these
studies and our comments con other factors related to the effectiveness of
current unit pricing ~rograms are discussed In this chapter.

RENEFITS OF UNIT PRICING

For consumers ts use unit pricing they first must be aware 0. and
understand .he unit pricing lavels, and to benefit they must apolv it in
making their buying decisions. Several survevs of consumers where unit
pricing was available have shown, howvever, that consumers lack an aware-
ness and understandirg of unit pricing. The following table shows the
results of these studies.

&2




Percentage oi sample

Aware Not aware
but nct or not
Investigator Sampie Not under-- under—-
or sponsor {note a) size aware standing standing
In-store s-—.vey:
Jewel Food Stores
Test I 517 5% (b) -
Test Il 429 37 b) -
Monroe Peter Friedman
Inner city 98 48 21 69
Suburban 878 40 12 52
T. David McCullough
and Daniel I. Padberg 1,584 34 17 51
McCann-Erickson
Advertising Ltd. and
Elliott Research
Corporation 200 (b) (b?} 58
Robert Aitchison
New York City 350 (b) (b) 79
Upstate New York 530 (b) (b) 80
Telephone surveys (note cj:
Lawrence M. Lamont,
James T. Rothe and .
Charles £. Slater 816 18 (b) -
Consumer Research
Institute, Inc, 338 35 (b) -
Mail survey {note d):
Supermarket News 8,523 12 (b) -

4500 app. IL1I fo- specific study acknowledgenents.

brot surveyed or not separately deterrined.

“Represents that part of the tetal sample who shopped in steres of;zrxng
unit pricing

dihe meil sarvey did not determire if consumers questioned patronized
steres ocefering unit pricing.
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Alttough none of the studies attempted to determine the causes for
the lack of awareness or understanding, several studies concluded there
was a strong association between the consumers' education, income, and
age levels and their awareness and understanding of unit pricing. For
exauple, the survey by T. David McCullough and Daniel I. Padbergl showed
the percentage of those surveyed with a grade school education that were
aware of unit pricing but did not understand it was more than three times
greater than the percentage of college graduates. In the case of income,
the percentage of respondents with low incemes {less than $4,000) who
did not understand unit pricing almost doubled the percentage of respon-
dents with incomes over $16,000 that did not understand unit pricing.
Over 50 percent of the respondents 60 years or older were not aware of
upit pricing, while only 29 percent 39 years or younger were not aware
of it, The following table shows the results of their analysis,

Percent unaware Percent not
of labels understanding labels
(note a) (note b)
Education of respondent:
Grade school 50 52
Some high school 39 29
High =school graduate Sl 25
Some cou. ege 3% 19
College praduate 28 17
Annual family income:
Less than $4,000 : 5& 37
$4,000 to $7,999 39 24
$8,000 to 516,000 27 24
Cver $16,000 28 19
Age:
18 to 29 29 24
30 to 39 29 . 24
40 to 59 34 28
60 and over 52 31

4gased on all respondents.

PRased only en respondents who were aware of labels.

Isce footnote 1 on p. 62, McCullough and Padberg, pp. 16-20. Interviews
were conducted in six Toledo area stores about 4 months after unit
pricing was introduced.
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The Jewel Food Store Test ITIl also showed that, generally lack of
awareness increased with less education, diminishing income, or age.
The survey was conducted in three stores--each in a different neighborhood.
The following table shows the respondents' average demographic character-
istics by store and the percent of respondents in each store who were
unaware of the unit-pricing program.

Store Education Income Age Percent unaware
1 2.1 vears of college $15,090 36 0.8
2 1.1 vears of college 9,057 ‘4.5 22.2
3 3.1 years of high school 6,735 £5.5 71.4
2

One of the telephone surveys® also found indications that consumer
awareness ot unit pricing was significantly related to income. The most
knowledgeable consumers had a family head, who was a white collar profes-
sional or manager, with an annual income of $10,000 or moze.

Consumers use

Researchers have uscd a variety of methods to determine the extent
of consumer usage of unit pricing. Some researchers interviewed con-
supers in stores; others used telephone or mail survevs; and one re-
searzher even disguised his interviewers as sheppers so the consumers
being interviewed were not aware thev were participating in a survey.

Uur an
a considera

lvsis of survevs of consuner usane of unit pricing showed

a i
biv range (9 to 68) in the percentage of sheppers claining
[ 54

any use of cuolt pricing, with the averarve percentage only 34.4 percent.

log,

%]

keround Information of Jewel Cempar-A-Buy Pricing Study,” supplement
to news release, Jewel Pood Stores, Nubrose Park, lllinois, for release
Oet. 11, 1970, pp. 3-8. Interviews cunducted at three Chicago area
stores about 1 (test 1) and 3 {test 11) months after introducticon of
unit 7ricing.

wredce M. Lamont, Jares T. Pothe . and Charles €. Siater, "Un
cing: A Pasitive Respronse to Consumerisn,'' The University of

ade, Boulder, Colorade {(no publish date), pp. 5 and 7. Telephone
views conducted during secona meath after introduction of unit
ing in a Denver area supermarket chain,
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Orne of the main reasons for this limited use has been the lack of
avareness and understanding of unit pricing as discussed above., For
example, one studyl showed of those that reported not using unit pricing,
28 percent said they were not aware of the system.

The study also showed that for many products, consumers decide what
to buy before thev go shopping, on the basis of personal perference,
family preference, and inability to store larger sizes. Of the 48
respondents who used unit pricing, 42 did not use it on all products. The
most {requently cited reasons were previous purchase experiences and pre-
conceived buying decisions. Iventv-two of the respondents stated they did
not use unit pricing on certain items because thev already knew the best
or most economical buv on the brand they preferred. The sti:dy concluded
that consumers do not make brand or size decisions each time thev pur-
chase a product, but rely on their initial decision mos. of the time.

Further evidence ef this conclusion was found in the Monroe Peter
Friedman study. Of the shoppers wno had noticed labels but had declined
to use them, 23 percent in the inner-cicy store and 36.5 percent in the
suburban store stated they knew what brands and sizes they wanted and
had no need for unit pricing labels.

One problem with the preceding surveys of consumer usage, however,
is that they are based on consumer claims of usage which may be exag-
perated., For exemple, the John Paul Rowe SUrvey2 compared usage claimed
by a sample of consumers with the actual usage reported by trained ob——
servers who watched as consumers selected products Irom the shelives. Of
the sarple of 100 shoppers, 43 claimed to have used unit pricing in their
selections. However, the trained ckservers found only 11 of the 43
shoppers had actually used it.

Alse, the Monroe Peter Friedman surver found that claims of use of
unit pricing tqQ compare prices for different package sizes of two
products for which there were no shelf labels were made >y 5.6 and 6.8
percent of the shoppers in the suburban sample.

Legnie Pricing and the Ceonsumer - Does she understand it? - Does she
iike it? -~ Dees she use it?" McCann-Erickson Research Services (July
1971) pyp. 1-9 and section on rethod, no page number. Interviews con-
ducted in five Teorento area stores about 2 months after introduction

of unit pricing.

23ee footnote 1 on p. €3, Rowe pp. 29, 43, 44, and 65.
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Consumer claims of benefits

Consumers who claim to use unit pricing have been asked whether it
changed their buying decisions. They gave various answers. In one
telephone survey,” 72 percent of the unit pricing users claimed they had
purchased a different size of the same product, and 52 percent claimed
to have switched brands because of unit pricing.

The T. David McCullough and Daniel I. Padberg in-store survey found
that 28 percent of the unit pricing users in their survey could name the
product on which they had switched from their usual brand or size as a
result of unit pricing. Another 22 percent thought they had switched
products because of unit pricing but could not remember which product.

Tn this same survey unit pricing users were also asked the ways the
labels had benefited them. About 78 percent believed it made price com-
parisons easier, 24 percent thought it saved shopping time in the store,
and 22 percent said it had helped them save money.

Studies of consumer savings

In addition to determining awareness, understanding, and usage,
studies have also attempted to de.ermine whether unit pricing infor-
mation resulted in savings for consumers. The McCullough and Padberg
study2 and the Isakson and Maurizi study3 are, in our opinion, of suffi-
cient scope and depth to be worth noting. The results of these two
studies, however, are contradictoryv and, therefore, the picture concern-
ing consumer savings remains clouded.

Each of the two studies generally used the same technique and based
their analvsis on the same assumption--shifts in nurchases to lower unit
priced brands and/or sizes of products result in consumer savings. The
studies compared selected sales daca for unit pricing and non-unit
pricing stores.

[ )

.

lee footnote 2 en P. 7

2S¢e footnore 1 on p. 62, McCullough and Padberz, pp. 11~16.
3ians R. lsakson and Alex R. Maurizi, "The Consumer Economics of Unit
Pricing,' Journal of 'arketing Research, vol. 1G, {Aug. 1973), pp.
277-285.
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The McCullough and Padberg study compared unit and non-unit pricing
stores in both nigh and low income neighborhoods. The study showed that
product movement in unit and non-unit pricing stores was very similar,
It concluded that the availability of unit pricing information did not
‘cause consumers to shift to unit priced selections in either the high or
low income neighborhoods and therefore would not result in any consume:r
savings.

The Isakson and Maurizi study included unit and non-unit pricing
stores in low, middle, and high income areas. The comparison of sales
movement data between unit and non-unit pricing stores led to the
following results:

-~-Middle and high income shoppers were taking advantage of the
unit price information to pay lower unit prices (regardless of

brand) than their counterparts in the non-unit-pricing scores.

~--Middle income shoppers also tended to purchase lower unit
priced sizes wituin specific brands. -

—--Low income shoppers generally were not paying lower unit prices
than their counterparts in the non-unit pricing stores.

Industry benefits from unit pricing

Unit pricing programs can improve a2 store's jperating efficiencies
and public image even though the extent of consumer usage mav be small.
Although unit pricing has been intended to beretit the consumer, many
grocery retailers have noted benefits te their operations.

A representative of one uf the largest grocery chains, commenting
on its unit pricing program stated:l

"Our internal studies showed (that) while there were definite
additional costs in going into dual pricing {unit pricing], there
were some compensatory savings in the program, too. It has been
estimated that by having the product code numbers on the shelf,
some labor savings in stocking would result. Also, these code
numbers would be helpful in inventory control, re-ordering, and
in training new emplovees.”

lioseph S. Coyle, "Dual Pricing,” Progressive Grocer, (Feb. 1971),
p. 50.
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An official of a local grocery chain in Iowa, which was one of the
first grocery retailers to adopt unit pricing on a chain-wide basis, also
commented on how unit pricing helped them get a firm grip on the prices
of products delivered directly to their stores and where pricing was the
responsibility of store managers.1 He stated:

"I used to think we had good control in this area, but when we
started centralized pricing of store deliveries to accommodate

% % % fypit pricing] we found out how chactic it was. Retail
prices were very irregular, and we even found we were selling
some items below cost. Now, with direct delivery cost and retail
price centrally recorded on computer, we have real control in this
area for the first time. In a sense, this one side-benefit may
be better for us than * * % [unit pricing] itself."

Many of the grocery retazilers vho responded to our Guestionnaire
on unit pricing gave reasons for operational benefits similar to those
stated above. The primarv reasons were improved pricing accuracy and
improved shelf space allocation.

In its press release on the results of its « asumer reaction Sur-
veys, Jewel Food Stores commented that their unit pricing program had
been most successful in terms of customer responsé and interest. It,
tl.erefore, had been a good marketing tosl, creating customer satisfac-
tion and acsuring custorers of Jowel's interest in providing them with
helpful informatrion.

Scme grocery retailers responding tu our guestionnaire had
similar views on unit pricing's effect on a store's public image.

COST OF UNIT PRICING

Lud;es conceri-ing the costs of current unit pricing programs have
esrina the annual cost cf provxdjn unit pricing tc be as much as
5.17 perzent of grocery sales for an average supermaixket. Most State
and local governments which have unit pricing laws have reportedly been
hbTe to implement enforcement progrars venerallv without a major ia-
crease in cost and stafr.

Cost to the grocery store

Twe studies which estimated tue nationvide costs of unit pricing
in srocery oteores Fased thelr estinates on the shelf label method of

1 oo - s s . v
“Joserh 8. Covle, 'What Cost Dual Pricing?" Progressive Grecer (Nov.
1970), p. 81.
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unit pricing. Each estimated the one-time-only cost to install and
the annual cost to maintain unit pricing. The McCullough and Padberg
study based its estimates on a test of unit pricing in six chain com-
panv supermarkets in Toledo, during a lo-week period-—February 21
through June 13, 1670.

The seccnd s ndy by A. T. Kearney and Company, Inc., dated July
1971, covered both major chains and independent stores. Its estimated
cost of unit pricing in food chains was based on the actual experience
of seven major chains. The costs of unit pricing for independent stores
were obtained by an industrial-engineering-type approach in 21 stores,
which is discussed on page 79.

HMcCulloush/Padbery study

In this study, computer-printed shelf labels were installed and
maintained on about 5,000 items in each store. The sales for each
store exceeded $1 millien a vear. The following table shows the
direct costs for unit pricing, including division level as well as
store level custs, determined during the study. Salaries of manage-
ment officials were not considered ‘n the direct cost of the chain's
unit pricing operation.

Une-time installation:

Division (allocated to stores) $ 8,885.64

Store . . 449,15
Annual mainterance:

Division (allozated to stores) 11,873.26

Stare 2,073.24

-~

The estimited cest of unit pricing for all U.S. grocery stores was
developed from theze co<ts on the basis that most grocery sales occur
threugh stores wnese operatiens benefit from a fairly close coaperation
with a distributicen zenter, such as chain companies and independsnts-
which are atftfiliagted «ith whelesalers.

518 of 0l stores per distribation center, the corputed
of unit pricing acress the entire retail
cent of sa.es. However, supermarkets,
~tfourths of grocerv sales for the Nation,
1verase <ost of U.17 percent of sales.

grocerv indus
which o¢

neluded that tne ceost of unit pricing fer small stores
15 0 e vear) would be very discriminatory because
there would be a4 sinificent cost toe sales disadvancage. However, these
stores nave onlyv abour 12 t of natilonwide grocerv szles. The
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study also concluded chat cost levels for unit pricing were apparently
lower than industry expectations, but large in relation to the very
narrow margins typical for food distributors. It also stated that

the burden of keeping unit price labels readable, accurate, and in
proper location is not trivial and that regulatory enforcement would
have to recognize reasonable tolerances.

Kearney study

The objectives of this study were to conduct a thorough study of
the impact of unit pricing on all types of retall grocery stores and to
estimate the costs to the various types, ranging from large chain opera-
tions to small, unaffiliated independent stores.

In developing its cost estimates the study applied the following
assumptions:

--The shelf tag or label method would be used to display unit
prices.

~--All U.S, stores would unit price 80 percent of grocery and
frozen food items but would not unit price any meat, producz,
dairy, bakery, or nonfood items bevend those already unit
priced.

~-The costs of maintaining a2 unit pricing cystem depend, in part,
on the number of labels subject to change each week.

--If unit pricing became subject to regulation, it would

—~permit labels or tags to be printed on a press, computer-
printed, or tvped;

~--not require stores to advertise or conduct educational
programs; and

~-give stores a reasonable time to comply so as to avoid higher

.

costs of 2 crash yprogran.

The following table shows the rangze of costs and the median cost-—
estimated by seven major supermarket chain companies which had unit
pricing-~for svsten installation and annual system maintenance per
store. Each store was unit pricing 5,000 items except for 1 chain whe-e
4,000 irems were unit priced in each store,




System Systen

installation maintenance
Range $283 to $667 $260 to $3,474
Median $521 81,476

The wide range of installation costs between chains was attributed
to differences in (1} the number of stores in the chain, (2) management
time and expense, (3) computer programs, (4) computer time aad cost, and
(5) mix of lator and labor rates. The wide range of maintenance costs
was caused by the degree to which unit pricing procedures could be
substituted for, or incorporated in, other procedures by each chain.

On the basis of this data, it was estimated that if all U.S,
chains established unit pricing, the average cost per store would range
from $400 to $550 for installation and from $1,000 te $1,000 for
maintenance. The study alsoc estimated that average annual maintenance
costs for all chains would likely be substantially under 0.10 percent of
average sales.

At the time of the Kearney study no independent stores were known
to nave unit pricing, therefore, an industrial-engineering-type approach
was used to develop cost data. Under this approach, cost estimates_
were develcped by analyzing the numerous detailed tasks involved in
installing znd maintaining unit pricing in various types and sizes of
stores, which were affiliated and unaffiliated with vholesalers. The
following table shows the average cost per store and -he percent of cost
to annual sales.

System installatien System maintenance
Cost Percent of sales Cost Percent of sales

Affiliated

Stipermariet $ 620 L0411 $1,378 .0913

Superette {note a) 300 .0901 881 . 2646

Small stere - - - -
Unaffiliated

Supermarket $1,302 .0863 $1,919 1272

Supe ette 598 .1526 1,058 . 2698

Small store 153 .2512 213 < 3495

dRetrail grocery stores with annual sales from $150,000 to $500,000.
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Because of wholesalers' unit pricing assistance (e.g., data
gathering, calculations, and cowputer-printed labels} the cost as a
percent of sales was substantially lower for affiliated stores than for
unaffiliated stores of the same size. All small stores were considered
to be unaffiliated.

As did the McCullcugh/Padberg study, the Kearney studv concluded
that small stores weould be at a significant cost te sales disadvantage
in maintaining unit pricing systems. It demonstrated that the super-
market would be in a {avorable position to institute unit pricing
" because about 93 percent ave owned by major chaii companies or affiliated
with wholesalers whic: provide many services to the stores, including
product pricing, shelf lzbel preparation, and planning of new systems
and programs. The study shows that annual mainterance costs for these
supermarkets would probably not exceed 0.10 percent of szles

The study alsc stated that most unit pricine costs would be
passed on to consumers iu price increases. It suggested that regulation
of unit pricing should be reasonable as to the number of items included
and possibly even exclude iteams ¢n short-term sales and promotions in
order te minimize ceosts. It said consideration should be giver to
excluding srmall stores from rezulation because ther sales are only a
minor portion of grecceries sold in the United States (10.8 percent in
1972) and regulation would ade siznificantly tn their burden in term
uf competiticn., The study alzo fuurested superettes be excluded, but
to a lesser extent tecau-e taey have beern more profitable th.n small

steres 1n recent L edrs.

lated. dhese officia:
v~ are covered by Sta

pel
oot of enforcing

ssine the existing inspectloen [ovee.

N 71 S e s -~
Sratse oad Locasr severamentas rejsu

I
Ive eNIQIOdment vy raTis dvre eln

pnsL o pricing stnted ¢ g carried
vul wetn exierin., persinnel. PFowever. one jurisdiction cermplained
i Ioredr i vas eppavently due te a lack
ind taragerert since about 35 percent of
ceorer of npoucongliance, waicn reguired
caisire respoadents ingileated that
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cocperation by retail stores was generally satisfactory. (A table showing
the astimated number of stores with regulated unit pricing program is

cn p. 58).

.

Each of the eight laws exciudes certain tvpes or sizes of scores
from regulation. :ive of the laws contain more than one exemption. As
discussed in chapter 7, the most frequent exemptions relate to single
owner-operated storer and volume of sales. In this last category one
law exempts any vetail entity (one or more stores) with annual sales cf
less than $2 million, two laws exempt steres with annual sales of less
than $750,000 and one law exempts stores with annual sales of Jess than
$500,000. 1In our opinion, these exemptions would tend to keep down the
cost of enforcing unit pricing regulations in these jurisdictions as
well as avoid the competitive disadvantage for smaller stores due to
the.. heavier cost-to-sales burden for unit pricing.

Nationwide impact of cos®
on the grocer and consume:

We believe, on the basis of recent studies, supermarkets would be
in the best position t. offer unit pricing at the least cost. Kegu-
1 .ting unit pricing in supermarkets would involve énly one in five
grocery stores in the United States but it would have the greatest im-
pact in terms of availewility of unit pricing to the consumer. According
to 1972 statistics, 77.4 percent of nationwide grocery sales occurred
in supermarkets.

On the basis of the McCullough/Padberg and Kearney studies, the
annual cost of installing and maintaining unit pricing syst_ms in all
tupermarkets could be as high as 0.17 percent of total sales. If this
percentage is applied to estimated nationwide supermarket sales of
$78.7 billion for 1972, the total costs for unit pricing would be
about $133.8 million.

Supermarkets cannot be expected to absorb these costs since their
average operating profit margin befure taxes are low. For examole,
food chain prefits before taxes were .94 percent of salss in fiscal
year 1972-73. 1If the cost were passed on to consumers, the estimated
cost of unit pricing fer a tamily of four, assuming they purchased their
food in 1973 in a2 unit pricing supermarket, would have beer about $5.71
a year, or 11 cents a veek.l

lgased on the average cost of food for a family of four ($3,359 a vear
or 564.60 a week per USDA statistics) multiplied by the estimated
znnual cost of unit pricing (0.17 dercent of sales).
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Using unit pricing to selec. lower unit cost products, however.
enables consumers to offset these costs. Although few studies of ove:r-
all consumer use of unit pricing have been made, the John Paul Rowe
survey of shoppers in suburban Washington, D.C., showed that 11 percent
of the consumers actually used wnit pricing and that about 8.8 percent
of the purchases obsarved probably involved the use of unit pricing.
tichael J. Houston's study (see p. 54) concluded that participants had
actually saved money by using unit pricing. It sihowed that the use of
unit pricing significantly reduced the error rate when participants tried
to choose the most economical selection. This reduced error rate was
also measured in terms of the dollar difference between the minimum price
for the most economical purchases and thbe actual price paid by the
participants. Analysis of these aollar differences rchowed about a 3-
percent savirgs for the shoppers in uait-pricing stores. This 3-percent
savings was attribuvted to the use oi -nii pricing.

By combining the ectimated usage rate (8.8 percent) with the
estimated savings (3 percent), an estimated savings of 0.264 percent on
total purchases is derived. This exceeds the estimated cost >f providing
unit pricing (0 17 percent of sales) and indicates that consumers, by
using pricing, <an offset the cost of providing it.

OTHER LABELING FACTORS' IMPACT ON
EFFECTIVENESS OF UNIT rUCING

Unit pricing, as generally used today is bascd on tiie net weight of
the content in the can or package. Howvever, for some procducts ret
weight may not be the measure of quantity that is needed for consumers
to readily compare prices between competing produccs.

These prcducts include those which
—-are in a packaging liquid (e.g. canned fruits and vegetables),

~-must be reconstituvted before use (e.g. dry and condensed soups),
and

~-contzain differing percentages of active ingredients and where
use is rased on volume (e.g. detergents).

Te avoid inaccurate price comparisons amonz competing brands of such
products, unit priciug should be based on some cther measure--drained
weight, vield, volume, etc.--which would enable consumers to more
accy ~ately compare prices.

As discussed in chapter 4, food products which are packed in
Jiguid can have significant differences bet reen drained weight and net
weight. The "Consumer Reports' analysis found that food processors




disclosures of drained weight for such products-—-especiallv canned
fruits and vegetables--is needed so thac retail stores can realistically
calculate unit prices for shoppers. (See p. 27.)

The following table shows comparative informaticn on a cam of
vacuum packed rorn and 2 can of corn packed in liquid in which the
rumter of kerr:1s was virtually identical. This table comes from an
industry sponsored Study conducted by Consumer lesearch Institute, Inc.l

Brand A Brand B
(less moisture) (more moisture)
Net weight of contents 12 oz 17 oz
Price per can 25¢ 25¢
Normal unit price per ounce 2.08¢ 1.47¢
Price per serving (usage unit) 6.25¢ 6.25¢

The usage unit selected for the study was a 3 ounce drained weight
serving. Although arhitrary, tas unit sele .ted makes littie difference
i? it is consistent across brands. If dra:ined weight rather than net
weighc had been disclosed on the brards’ labels .n ounces, the usags
unit cculd have been tae ounce or pound.

As can be seen frcm the preceding table, shoppers couZd believe
they vere getting a better choice with brand B. However, if unit
price was based on drained weight, shoppers zcould tell there was nc
price differerce.

Yield information is particularly suitable fur prepared mixes and
products that rust be reconstituted before use. Commerce recognized
this in its atteupt to simplify package (uantify patterns when the
package standard for drv milk s based on th: number of quarte of milk
resulting from reconstitution rather than attempting to establish a
weight standard for the powdered produc.. -

The following table from the Ccnsumer R:zearch Institute. Inc.,
study shows the problem which occurs when nat weight of conteunts ratner
than vield is used to calculatre unit prices for reconstituiled products.
The table presents compa.z :ive informaticn oa four hrands of vegstable
beef soup with brends A and B requiring reconstirution before se.

13aymond C. Stokes, "Unit Pricing, Differential Brand Density and Con-
svme~r Deception,” Consumer Research Inscitute, Inc., Washington, D.C.,
(june 1973)., pp. 1-18,
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Brand C Brand D

Brand A Brand B (ready to (ready to
(dehydrated) (condensed) _serve) serve)
Net weight of contents 31/2 0z 10 3/4 oz 14 3/4 oz 19 oz
Price per can or package 40¢/pkg 23¢/can 25¢/caan 57¢fcan
Normal.unit price per oz 11.43¢ 2.14¢ 1.68¢ 3¢
Price per serving 7¢ 9¢ l4¢ 28¢

{usage uait)

The usage unit selected for the study was one cup. However, if yleld
information had been disclosed on brand A and B labels in ounces, tha
usage unlt could have been the ounce or quart.

The application of yield infermation in computing unit pric. shows
that the dehydrated soup is the cheapest rather than the most expeasive
as indicated by the normal unit price based ou nei welght of contents.

Detergents and other such products with active Ingredients are
3old by walpght but are used by volume. However, the amount used cach
time depends on the package directions for each brand. TFor exawple,
directions for laundry detergents specify dif{ferent amounts depending
on the type of washer, the hardness of water, and the condition of
the fabrics to be washed. These directions may alsoc state that the
final a ounts used are subject to Lhe consumer's judgment. The Consumer
Research Institute, lnc., computed the price per washload for turee
brands of d-~tergents on the basis of usage data obtained from package
divections. The —~esults are shown below,

Brand A Brand B Brand C

(tablet)  (concentrated) {(regular)
Net weight of contents 46 oz 49 oz 20 oz
Price ~er package 19¢ 79¢ 38¢
Normal unit price per ounce 1.7¢ 1.6¢ 1.9¢
IP-ice per washload 6.00¢ 6.00¢ 6.78¢

On the basis of these examples, we bzlieve price comparisons of
competing brards for some products should be based on usage or drained
weight rather than the net weight. If manufacturers of such products
included usace or drained weight information con their product labels, it
would be feasible for re.ailers to base unit prices on more meaningfu.
measutres of quantity and would make unit pricing even more effective
in facilitating ccnsumer price comparisons.
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UNIVERSAL PRODUCT CODE

Plans are well underway within the grocery industry to make possible
the automation of the supermarket checkout procesgs. Under this syscem
cach product will have a distinct code on the label. When the coded
items are passed across a scanner at the cash register, they will auto-
mat.. 1ly be rung up and the custeomer will receive a receipt describing
the product and its price. The system for assigning a distinct code to
each product has been designated the Universal Product Code. Once
operational, the system should save time, reduce labor costs, elimilnate
errors, and reduce operating costs which may be passed cn to the consumer
in lower food prices.

Because this system will not rcquire the marking of prices on indi-
vidual packages, individual retailery may decide to eliminate this cost
and use shelf labels to provide the pricing Information consumers need.
Alchough such a practice could encourage the availability and uze of
unit pricing, it could also cre .e problems for consumers. Because of
the problems of design and maintensnce of shelf labels for unit pricing,
as discussed in chapter 7, we heliev:> that, before such a system is im-
plemented, the design and maintenance of shelf labels should be improved.
The savings offered bv the system may provide an incentive to the retailer
to do this.

CONSUMER AND TNDUSTRY COMAENTS

The officials from 3 trade associationr and 5 cousumer groups we
interviewed concerning unit priciung stated that consumers experience
difficulties in comparing the prices of competing products. They also
generally agreed that unic pricing was & possible answer to the prob-
lem. They disagreed, hiowever, as to whether unit pricing should be
mandatory for supermarket-sice (cver $500,000 in annual sales) steres.

Consumer groups

Officizls .rom all five consumer froups stated that uailt pricing
should be mandatory. One official stated that all of the qualitative
labeling information would be neaningless without unit pricing to help
consumers make the final ecorumic comparison. Another official stated
that without unit pricing conswiers will not be able to compare the
value of competing nroducts; ind, still another official stated that
unit pricing should be legible and eas’ for consumers to understand and
use.

Yood industry
Officials icom the trade associations scuted that mandatory unic

pricing was not needed and could put some swall retail food stores out
of business. They said that unit priclng is available in most
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metropolitan areas under voluutary programs. Making unit pricing manda-
tory would add to -food prices and require Federal Governmeut metitoring
which would be costly to taxpayers.

While industry officials sgreed that the design and implementation
of some unit-priciug systems needed improvement, they believe the
programs are evolving and new and Improved systems ere being - stituted.
They are concerned, however, about the cost of improved systems when
there is - 0 assurance that consumers will use the unit pricing informa-
tion.

Industry officials also expressed concern about passing the costs
of unit pricing on to the consumers. They stated the profit margin for
most retailers was sc small that most firms could not absorb the cost
of the program but would have to pass it on to consuners in the form of
higher food prices.,

One optimistic viewj->int taken by industry s that with the
in~reased use of the Universal Product Code, the cost of providing unit
pricing information will be wminimal. In addition, because the shelf
labels will have the only price Information, they will take on added
significance and retailers will have to improve their design and
maintenance.

CONCLUSIONS

Despite the potential benefits of unit pricing, its actual impact
or consumers has been limited. UBecause of either a lack of zwareness
or a lack of understanding, a relatively small percentage of consumers
have actually used unit pricing and they generally have used it on only
selected purchases. )

While there has been no studv of the reasons for a lack of under-
standing or awareness and, therefore, limited use of unit pricing,
several studies showed a strong association betwecen consumer education.
income, and age levels and the aw.reness and understanding of unit
prizing. In our cpinjon, this asscociation is caused, at least in part.
by the lack of consumer education un the meaning and benefit of unit
pricing and by the problems of design and maintenance of unit priciag on
shelt labels. While voluntary programs have been beneficial, food
ret.ailers should be given specific (riteria for presenting w.ait pricing
and educating consumers on its use,

To insure that unit pricing information is presented ty consumers
in & meaningful way and that thev can understand and use It in making

value conparions, national standards should be established for designing
and mainteinirg such programs. Thes2 standards should also prescribe
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the basis for computing unit price (net weight, drained weight, usage) .
and for selecting the unit of neasure (per pound or per ounce} to be
used. In addition, a consumer cducation program should be established
to acquaint consumers with the prescribed format and the benefits of
using unit pricing.

The ‘need for national standards and consumer education will also
increase with the usc of the Unfversal Product Code and the planned auto-~
mation of the supermarket checkout process. As now planned, the shelf
label wo' Id be the sole source of Information for consumers for the pack-
age price as vell as the un't price. When such plans are put into o»era-
tion consumer wunderstanding and the design and maintenance of shelf labels
will take on added importanca.

Estimates show the annual costs of unit pricing could be as much
£s $133.8 million. The costs would have to be passed on to consumers
ia the form of higher grocery prices, However, consumers could offset
those costs by using unit pricing to select lower unit cost products.

AGENCY COMMENTS

HEW, commenting on our recommendation to the Congress to consider
establishing a vnit pricing program, advised us that Its Office of Con-
sumetr Affairs endorses the concept of uniformity of unit vricing as well
as educat_on of consumers as to its uses and benefits. USDA did not
comment on our recommendation, but did note that with unit priciag infor-
mation consumers could more readily make both price-quantity and price-
quality judgments. USDA also noted that price comparison is not the only
basls for consumer buylng decisions. Quality, convenicnce, personal
tastes and prefercnces, and utility of a particular size are other key
factors that ave not reflected in unit pricing.

Commerce questioned whetiher a mandatory unit prici-.g program would
be sufficiently used by consumers to justify the higher food prices they
would be asked to pay. Commerce “olieves that various surveys cited in
our report indicaets that cousumers would not offset these higher costs by
using unit pricing to select lower unit cost products. Also Commerce
stated that mandatory unit pricing weould require Government monitoring
and in this period of rapid inflation 1t seemed inadvisable to endorse
any program that would unnecessarily add to the cost of food andfor in-
crease the cost of governmwent when the benefits in so doing are doubtful,

Although Commerce recognlzes that mot all chains in metropolitan
areas under voluntary programs icave unit pricing, it believes the exis-
tence of at least one such chain in any aiea provides the consumer with
the option ¢f using {t., Commerce believes also that free market pressuce
should be sufficient to persuade other chains te adopt unit pricing so as
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to remain competitiv. and, therefore, there is no need for goveinment to
intervene where the market operates efficiently.

Moreover, Commerce believes more attention should be devoted to
studying the impact of mandatory unit pricing rules on small retailers,
which, as pointed out in our report, could force some of them out of
business. Commerce indicated that the Federal Trade Commission is study-
ing concentration in the retail food industry and stated that it would
be inadvisable to take steps that could refalt in fewer firms in the
industry ard, therefore, nothing should be done to reduce the diversity
of the industry while the matter is under study.

Concerning whether consumers would use unit pricing provided under
a mandatory program, one of the main reasons for the limited use of unit
rricing has been the lack of awareuness and wnderstanding. Problems and
variations in the extent of coverage, the design and maintenance of shelf
labels, the unit of measure, and the lack of promotion and ecxplanatory
materials have all contributed to the problems consumers h.wve in trying
to understand and use unit pricing. A mandatory uniform program should
reduce the obstacles limiting consumer awareness and undervstanding cf
unit pricing.

Alsc studies cited in this report indicate that, when consumers use
unit pricing, they use it on about 8.8 percent of their purchases and
achieve savings of about 3 percent, which results in an estimated savings
of 0.254 percent on totcl purchases. This exceeds the estimated cost of
providing unic peicing (0.17 perscent of sales) and ‘ndicates that con-
sumers, by using unit pricing, can offset the cost 3. providingp it.

We believe it becomes even more important to comsume: s during «

i
period of rapid intlation to have wnit pricing to help co sumers compare
the cost of competing food products.

Uxd

With regard to the cost of monitoring unit pricing requirements, the
experience of the few State and local govemments which are enforcing
unit pricing repulations indicates that unit pricing adds little to the
taxpayers' burden. Officials of six of the eight State and local povern-
ments regulating wunit pricing stated that active enforcemenl prograus are
being carried out with existing personnel.

Unit pricing is available in about 50 percent of the chain-operated
supermarkets and in 25 peccent of the {andependent supermarkets. But
variations in the number of products covered by individual stores or
chains, problems in the design and maintenance of shelt labels, inappro-
pridate units of measure, and lack of promotion and explanalory materials
have all contributed to problems consumers have in understanding and using
writ pricing. ULnit pricing programs with suvch problems should net be
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expected to develop sufficlent warket pressure to persuade other chains
to adopt unit pricing to remain competitive. Further, in an area where
no retailer is providing wiit pricing, there is no such market pressure
for a retailer to adopt unit pricing.

This report cites the concern of iadustry officials that mandatory
unit pricing could put small retailers out of business. However, the
legislative proposals under consideration by the Congress exclude any
retail outiet with gross annual sales of less than $250,000 or a firm
with several outlets with total annual sales of less than $500,000 fiom
the requirement to provide unit priciang.

ADDITIONAL COIMENTS OF THE
DEPARTNENT_OF_COMMRCE

Commerce made the following general comments on our repart, in
afdition o its comments on specific matters (open dating and unit
pricing),

"The basic premise underlving the report is that informed ron-
sumers are essential to the fair and efficient functioning of
a frece market economy. An imporcant consideration in attain-
ing this goal is the extent to which consumers would utilize
the information that would be availabl:z if the proposals in
the six basic areas (full disclosure of iangredients, nutri-
tiamnal laceling, percentage of characterizing ingredients,
grading, open dating and unit pricing) were enacted. The
studies quoted in the report indicate that the consumer is

not utilizing the information he or she now has available.

"With approximately &,000 items available in the average super-
market and as many as 230 assortments of cne food category
(cheese), he consumer theoretically could have 48,000 piuvces
of information to weigh in selecting 'best' buys if informa-
tion in all six arcas of the report becuame mandatory. 1f the
average housewife were to buy only 20 Jifferent products she
woula nave 120 pieces of informatien to evaluate. Given
chanying prices, sales, and differences in prices between
stores, a consumer would be hard pressed to make efficient
use of the information the report proposes providing and

for vhich he or she would bave to pay in the form of higher
food prices."”

Our report demonstrates that incomple ze inforration, the confusing
presentation of information, and/or the lack of explanatory material
provided by the food industry or the retailers have contributed o the
limited use of che information by consumers. In fact, several studies
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cited in this report indicate the consumers' da:sire for easy-to-use
information, -

Many of our recommendations are directed toward pro-iding information

in a more useful form or making it more uniformly available, rather than

toward providing new types of information. For example, where ingredients

are now only listed in order of predominance, the percentage of the main
charagterizing ingredients would be shown and, where now only non-
standardized foods have to have their ingredients listed, "stanlardized"
foods would also have their ingredients listed.

The recommendations ir this report are directed toward providing the
consumer more usable information for making the comparisons cuntemplated
by the Congress and for determining which brands are best suited to theix
specific needs or preferences.

RECOMMENDATION TO THE CONGRESS

To insure the most effective presentation of unit pricing informa-
tion and to insure consumer awareness and understanding of unit pricing,
we recommend the Congress consider amending FPLA to establish a wiit
pricing program, including guidelines for the design and maintenance of
unit pricing information and education of consumers about its use and
benefits. H.R. 3708 was introduced in the 93d Congress to amend FPLA
to require a disclosure of retail unit prices of packaged consumer com-
modities. If cnacted, this proposal would require any retail outlet,
which has gross sales of $250,000 or more annually, or any firm with a
nunber of outlets whose total sales exceed $500,000 annually, to dis-
play the total «elling price and the retail unit price either on the
package or in close proximity to the peint of display. This legisla-
tion would not, however, establish standards for the designing and main-
taining of such systems, nor would it provide for -onsumer education--
two essential factors in the success of the unit pricing program.
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CHAPTER 9

SCOPE OF REVIEW

Our review was directed to determining the effectiveness of FPLA
and related packaging and labeling laws and thelr implementation
primarily by FDA, USDA, and Commetrce in achieving their objectives of:

~-Promuting honert and fair dealings in the interest of
consumers.

~-~Insg ring that packages and cheir labels are sufficiently
informecrive to facilitate consumer value comparisons and
determine which products are best suited to their specific
needs.

We .also:

--Analyzed the potential impact on the food industry and on
consumer behavior if food labels were required to provide
additional information which is now being proposed in tha
Congress.

--Reviewed the legislative history of FPLA; other related
laws; and FDA, Commerce, and USDA regulations, pclicies,
and practices for monitoring food labels.

~-Examined food labels from 1,000 randomly selected products
and obtained detailed product information from feod manu-~
facturers.

~-Reviewed certain merchendising practices of 100 supermarkets .
in 10 metropolitan areas--Detroit, Atlanta, Chicago, Dallas,
Denver, Los Angeles, Newark, Philadelphia, St. Louis, and
San Francisco.

—--Interviewed officials from FDA, Commerce, and USDA as well
as consumer groups, medical associations, and industry
associations.

-~Intervieved representatives from 22 food manufacturers and

retailers and obtained additional data from que.ilcanaixes
received from over 560 food retailers and manufacturers.
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In addition we obtained information €rom questionnaires seat to the
50 States and our study of other research projects involving consumer
behavior and attitudes toward supermarket shopping and food labeling.
Cectajn information in chapters 7 and 8 was based on empirical studies
obtuined from various Federal information repositories; academic and
professional literature; and ofiicials of Federal agencies, trade
associations, consumer groups, and academic researchers.
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OFFICE OF THE SEEFETARY

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

WASHING(ON, D.C. 20201

gcT - 1974

Mr. Gregory J. Ahart

Director, Manpower and
Welfare Division

U.S. General Accountiﬁg Office

441 G Street, N.W.

Washington, D.C. 20548

Dea - Mr.

Ahart:

APPENDIX I

The Secretary has asked that I respond to your reguest
for our comments on your draft report to the Congrzss

entitled,

"Food Labeling: Concepts and Problems:

Analysis and Impact". They are enclosed.

We appreciate the opportunity to comment on this
report hefore its publicaticn.
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APPERDIX I

COMMENTS ON THE GENERAL ACCOUNTING OFFICT FINAL REPORT TO CONGRESS EN-
TITLED, "FOOD LABELING: CONCFPTS AND PROBLEMS: ANALYSIS AND IMPACT"

GAO _RECOMJENDATION:

The Secretary of BEW should direct the Commissioner of FDA to:

Promulgate regulatines requiring labels of food products to i-
dertify vegetable oils.

DEPARTMENT COMMENT:

We concur. In June of 1971, FDA published a proposed statement of
policy on ingredient statements regarding fats and oils. :.sed in part
upon the comments to that statement, FDA has now terminated the rule
making proceedings begun by tni¢t proposal and has promulgated a new
proposat. The new proposal published in the Federal Register of

June 14, 1974 (39 FR 20888) would require the specific name of Lhe fat
or oil tc appear in labeling.

GAQ_RECOMMENDATION:

The Secretary of HEW should direct the Commissioner of FDA to:

~

Monitor the effectiveness »f relying oa public service announce- —

ments to present FDA's consumer education program, and, if ap-
propriate, develop more effective means of presenting the infor-
mation 10 consumers.

DEPARTMENT COMMENT:

We concur. FDA is taking steps to measure the effectiveness of Jits
entire nutritional education campaign. Before FDA initiated its edu-
cation campaign, the Agency conducted a nationwide survey to measure the
status of consumer nutritional knowledge. The results of this survey
are now being evaluated and will be public’zed in govermment, scientific,
and commerciel publications. In June 1974, FDA awarded a comtract for

a follow-up survey. This survey will measure changes in cunsumer
nutritional awareness since the first survey and it will evaluate the
effectiveness of the media campaign and related education efforts on
nutritional labeling. The results of this will assist FDA in developing
more effective means of presenting nutritional information to consumers.

Although th. recommendation infers that FDA's consumer education campaign
relies p-incipally on public service announcenents, it should be noted
that the campaian actually involves a substantial degree of direct con-
tact with nutritionists, educators. trade associations, consumer ovgan-
tzations, media sources and other specialists who influence wany routes
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APPEND.X X

of communication with consumers. For example, FDA's 50 consumer affairs
of firers have devoted a considerable percentage of their effort to pre-
sent nutritional iiformation to influential local groups ana orgeani-
zations. In addition, FDA representatives, particularly from the Office
of Nutrition and Consumer Sciences have made about fifty appearances
around the nation to national and regional groups to discuss nutritional
information. Also, FDA has sponsored with thes food industiry media three
Natiunal Nutritional Labeling briefings involving more thar 20 national
trade associations. A1l of these education efforts cre expected to have
a substantial multiplier effoct when these spenialists in turn cou-
wunicate autritional infornation to consumers. :

GAQ RECOMMENDATION:

The Secretary of HEW chould direct the Commissioner of FDA to:
Identify foods that would be appropriate for percentage of charac-
terizing ingredient labeling and require labeis of such fouds to
includa percentage information.

DEPARTMENT COMMENT:

We concur. The Food and Drug Administration will promulgate or conside
promulgating a regulation for percentoge of characterizing inaredient
labeling in the following instances: (1) Where a commonly knewn food
consisting of expected proportions of components is beoiny abused as to
the proportions of such components; (2) Where the name of a food implies
that the product contains a certain emount o1 a valuable component or
components and the consumer is mislead; ard (3) If the feod looks like
and is used as a substitute for a particular food and cortains less of
the characterizing ingredient or cowmponents than the food for which it
substitutes.

The subjcct of percentage of characterizing ingredient labeling is
covered in the general principles for commor o usual names of foods, 21
CFR 102.1, subpart A, {36 FR 6966) and is applicahle to foods generally.
Subpart B covers specific foods. Specific finalized regulations incluce
§10¢2.5 seafood cocktails, §i07.9 diluted orange ‘uice beverages and
§102.10 beverages with nn fruit or vegetable ju:r . Proposals have been
published on other foods such as 8102.19 oil min res with olive 01l and
§102.23 diluted fruit or vegetable juice beverages.

By virtue of 21 CFR 102.1 the Commissioner of Foods and Drugs requirss
that th= commor or usual rame of a food shall include the percentaga(s)
of any chardcterizing ingredient{s) or component(s) when the propcrtion
of such ingredient{s) or component(s) has a material bearing cn price or
consumer acceptance. The same secticrn also rejuires a declsrar.on of
the absence of ingredientis) if such information has a material bearing
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APPENDIX &

on price or consumer acceptance. Recently, i the rederal Register of
June 14, 1974 (39 FR 20887) the Commissioner p.;oposed an adcition to
§102.1, "When the percentage of a characterizing ingredient is stated on
the label or in labeling or advertising, other than as a percentage of a
particular ingredient in a complete statement of ingredients as provided
in 81.10(4) and 810.8(a) of this chap*er, it shall be declared on the
label as part of the common or usual name of the fooa in accordance with
the provisions of this paragraph.”

To the extent that current resources permit, we believe these efforts
demonstrate that the Food and Drug Administration is identifying foods
that would be appropriate foi percentage labeling and is requiring the
labels of such products to include percentage information.

GAQ RECOMMENDATIONS TO CONGRESS:

In addition to the preceding recommendations to the Secretary of HEW,
the report coantains several recommendations to the Congress regarding
legislation on which we offer the foilcwing comments.

GAQ RECOMMENDATION:

The Congress {shoulu) consider amending the FD&C Act to regquire full
disclosure of all ingredients on packaged food products, including -
"stardardized" products, 2nd give FDA authority to reguire tood labels
to specifically identify spices, flavorings, and celorings, where a
proven need exists.

DEPARTMENT COMMENT:

The Department has submitted to Congress a proposal to amend the Act so
as to plac. standardized foods under the same legal requiv-oments that
presently apply to nonstandardized foods. i.e., all ingredients nust be
listed, in order of decreasing predominance, except that spices, flavors,
or colors may be declared as such without naming their individual
components, and except where FDA allows exemptions. These bills were
introduced as H.R. 5642 and S. 1451.

.n addition, the Senate has passed a bill, S. 2373, which addresses the
issue of food ingredient labeling. S. 2373 as passcd differs from the
Department's bill in that it would (1) require colors to be speciiically
named on a1l food labels, (2) replace FDA‘s general exemption authority
with a list of detailed exemptions {which conform to those already
granted by FDA by reguletions), and {3) require percentage ingredient
declaration for significant ingredients or where the Secretary finds
such declaration would be useful to consumers. In addition, 5. 2373 as
passed would require manufacturers to provide information on any
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individual spices and flavors which are not specifically labeled, upon
request, and authorize FDA to reouire specific spice or flavor decla-
ration by regulation where disclosure is needed to protect pubiic
health or provide information useful to conmsumers. Furthermore, the
Department is to conduct a study, to be completed one year after enact-
ment. of the need to amend the Federal Food, Drug, and Cosmetic Act to
require individual designation of the common or usual name of every
individual spice and flavoring used in the food.

The Department supports most aspects of S. 2373 as passed, as exprescca
in a report dated May 28, 1974, to the Chairman of the Senate Committee
on Commerce on Amdt. No. 1261 as passed.

GAQ RECOMMENDATION:

ACoﬁgress (should) amend FPLAL to establish a uniform system of open
datina for perishahble and semi-perishable foods.

DEPARTMENT _COMMENT:

S. 2373 as passed by the Senate on July 11, 1974, pravides explicit
authority to issue requlations requiring use of sell dates or use dates
and storage instructions. FDA has authority to reguire such information
in any case where lack of such label information may result in a food
being adulterated. However, we would not object to explicit statutory
authority in this area, by amendment of the Federal Food, Drug, and
Cosmetic Act.

GENERAL COMMENTS:

Foliowing are a number of comments that ycu may wish to consider in
developing the final version of your report.

1. With respect to that section of the report discussing the effective-
ress of relying on public service announcements to present FDA » consumer
education program, we suggest consideration be given to the A<.ertising
Council's Food, Nutrition, and Healtn Campaign sponsored by HEW--
through the Office of Consumer Affairs, HEW - USDA, and the Grocery
Manufacturers of America. This campaign includes radio and television
commercials and newspaper, nmagazine and car card advertisements calling
the public's attention to the importance of nutrition--especially for
women of child-bearing age, pregnant women, young children, and the
obese--and urges individuals to send for a widely applauded free booklet,
FOOL IS MORE THAN JUST SOMETHING TO ~“AT. This booklet includes specific
irformation and illustrations of autriticnal labeling and provides a
framewcrk of fundamental nutriticnal knowledge within wiich to use
nutritional labeling effectively. Since the campaign's inception in
December 1973, some two million copies of the bhooklet have been distributed,
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a little more than half of them through paid food industry promotions.
Currently, elements of the focd industry are exploring with the Adver-
tising Council the possibilitly of producing, in conjunction with the
campaign, additional television commercials focusing on nutritional
labdling for exposure in fpod processors' and paa *ors' paid time."

These, as well as other activities by USDA and industry, should be in-
cluded in the review of Federal efforts to educate consumers on nu-
tritional labeling.

2.

{See GAO note,.)

{See GAO nc(te.)

4, With respect to Congress establishing a unit-pricing program in-
cluding guidelines for the design and maintenance of unit-pricing infor-
mation and the education of consumers as to its use and benefits -- we
suggest the following:

"The Office of Consumer Affairs endorses the concept of uniformity of
unit pricing as well as education of consumers as to its uses and bene-
fits."”

5. Also, we suggest consideration of the following comments:
{See GAO note.:

GLO note: Onitted comments pertain to material contained
in the draft report but omitted from the final
repcrt or to sugaestions for improving present: -
tion of matters in the report which have been
considered in preparing the final report.
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APPENDIX II

UNITED STATES DEPARTMENT OF AGRICULTURE
ANIMAL AND PLANT HEALTH INSPECTION SERVICE
WASHINGTON, D.C. 20250

vi6.

SEP 19 1974

Mr. Henry Eschwege

Director

Resources and Economic
Development Division

U.S. General Accounting O0ffice

Dear Mr. Eschwege:

Thank you for the opportunity to comment on the draft of your report
¢ntitled, "Food Labeling; Concepts and Problems; Analysis and Impact."
Although the report contains no recommendations directed specifically to

the Secretary 'of Agriculture, the substance of the report bears directly

on many of the regulatory, marketing and consumer education activities

of this Department. This response combines the commen.s made by officials
in the Animal and Plapnt Health Inspection Service (APHIS), the Agricultural
Marketing Service (AMS), the Economic Research Service (ERS), the Extension
Service (ES), and the Agricultural Research Service (ARS). In general, the
officlals expressed concurrence with most of the conclusions and recommenda-
tions. :

General Statement of USDA's Role in Food Labeling

1. The Federal Meat Inspection Act and the Poultry Products inspec-—
tion Act assign the responsibility for meat and poultry product labels to
the Department. Under these Acts the Department must see to it that meat
and poultry product labels contain all necessary information and are not
false or misleading. By regulation, all labels must be approved prior to
their use. These activities are carried out by APHIS.

2. The Agricultural Marketing Act gives the Department the authority
to administer a voluntary quality grading program. Federal grades are
widely uscd as a common language at all levels of trading from producers ]
to consumers. This use of grades also provides a means to reflect consumer
preferences for the various products back through marketing channels to
producers. These activities are carried out by AMS.

3. As part of the general respeasibility of the Department, economic
evaluations are continually made of tae impact of various policies and pro-
grams affecting agricuitural producers, marketing firms and consumers. The
lead agency for these evaluaticns 1s ERS.
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Mr. Henry Fachwege 2

4. The Smith-lever Act authorizes cooperative extension work between
Land-Grant Universities anc USDA to disseminate information in agriculture,
home economics and related areas, and give instruction to persons not enrclled
in college. Major cmphasis in programming Is continuously placed on helping
consumers determine which products are best suited to meet their specific
need or preference within the family budget. These activities are carried
out by ES.

5. The Consumer and Food Economics Institute {CFEI) of ARS has for
over 50 years compiled and published information on the nutritive value
of foods and prepared gui.ance materials for consumers, teachers, dieti-
tians and the food industry relating to the selection of a nutritionally
good diet.

Specific Comments on Each Chapter in the Report

Chapter 2. Need For Full Disclosure of Ingredients

UL3DA supports the recommendation for full disclosure of the source of
vegetable oils in shorterings and in meat and poultry products. Thevxe are,
however, certrain meat and poultry products which use such small amouais of
vegetable oils that their contribution to cholesterol intake would te
insignificant. Identification as animal fat or vegetable ofl may be suffi-
cient in these products.

USDA slso supports, and has the autherity to require, specific identi-
ficatica of spices, flavors, and colorings where a proven need exists.

With the exception of the specific identification of vegetable oils,
spices, flavors, and colorings, APHIS alrecady requires the full disclosure
of all ingredients in both standardized and nonstandardized meat and peul-
try food products.

Chapter 3. Jutritional Labeling

USDA suppuerte and is participating with FDA in a2 joint consumer educa=~
tien program te promote the use of nutritional labeling.

APHIS has been approving nutritional labels on the basis of a proposal pub-
lished in the Federal Register, January 11, 1974. Since the program is a
voluntary one which is desired by consumers, APHIS agreed to this procedure
Jin order to speed the process by which rutritional information cou’d be sup-
plied to the public. A final rulemaliprg {4 now under review by Dopartment
officials. During the first vear, approximately 400 labnels werc approved
for 60 companies. Products included such diverse items as wieners, frozen
dinners and entrees, soips, meat patties, and plzzas.
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APHIS is exploring ways in which standard information can be obtained
and validated for specific products. This would greatly enhance the amount
of nutritional information made available to the consumer.

In addition, CFEI, because of the advent of nutritional labeling, is
adding new initiatives to its continuing program. The first of these activ-
ities 1s the establishment of a nutrient data bank as a repository and
retrieval system for food ccmposition data including that developed by food
manufacturers as a basis for their nutritional labels. The second of these
new activities is aimed at assisting the consumer toward getting the rost
out of the new information available on the labels. A publication, "Nutri-
tion Labeling; Tools for Its Use," has been developed by the Institute and
will be releas2d through the Governmeat Printing Office (GPO) early in 1975.
The pub‘ication, together with a computational device called a "Nutrimeter,"
can be used to compute the daily intake of various nutrients and comiare
that intake with recommended daily allowances. The Institute also has pre-~
pared student and teacher guides for using the Nutrimeter, the new publi-a~
tion and the nutrition information or food labels. The Nutrimeter and
guides will also be available through GPO.

Chapter 4. Need for Percentage of Characterizing Ingredient Labeling

USDA supports voluntary percentage labeling and hus recently publishad
guidelines preparatory to the publication of proposed ragulations. We
believe voluntary percentage labeling will assist consumers in making value
comparisons or otherwise assist in determining suitability to cousumer
needs. Officials of APHIS have asked that a staff study be cernducted to
determine waether mandatory percentage labeling of certain classes of prod-
uct should be consicered at this time.

The report briefly mentions the issue of showing the grade of the major or
characterizing ingredient on the label of processed foods. Little would

be accomplished for most processed meat products in that the grade of the
raw material is only onc of several factors which affect the finished prod-
uct characteristics. The surveillance required in a grsding or acceptauce
nrogram tv assure the validity and accuracy of such a label would be
extremely costly. Those costcs likely would far outweigh any benefits ard
eliminate the voluntary use of such a lobeling program.

Chapter 5. Quality Grading -~ Help or Handicap

USDA supports the goal of reducing consumer confusion regarding the
use of grade nomenclature. However, the number of quality variables among
food products effectivel, negate the possibility of developing one system
of grade designations which would cover all food products. Under these
circurstances, a practical goal may be to seek uniform grade names within

1G1
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Mr. Henry Eschwege 4

several groups of similar products, such as fresh meats, poultry, or pro-
cessed fruits. We are currently studying the feasibility of uniform grade
no—enclature for fresh fruits and vegetables, and have already established
uniform grade standards for some 150 processed food products based upon a
simple A, B, C system.

We support the need for strenmgthened educational programs to help
consumers understand and use grade information while mating shopping
decisions. ES has the communication channels for effecivively providing
such services.

Chapter 6. Need for Uniform Open Dating Systen

USDA supports the voluntary open dating of meat and poultry products
and has published regulations which go into effect Decembexr 8, 1974,
These regulations require that if .1 calendar date is used, it be accom-
panied by a clear statement of its meaning in terms of ‘'packing" d-ote,
"sell by" date, or "ucc before' date. Further, qualiiying phrases L9
bring additional product information to consumers are permitted.

This program of voluntury open dating will be monitored closely by
USDA t9 see if further changes are necessary or to decide if a mandatory
approach is needed. Ir the meantime, we believe a voluncary approach ir
best so that consumers, industry and government can gain necessary exper-
ience before making additional judgments.

Chapter 7 and 8. Unit Pricing

The two chaptars on unit pricing cover a numler of issues quite
thoroughly, especially the problem of using net we.gnt or drained weight
as a basis for determining unit price. It should be noted that the pri-
mary thrust of those advocating wnit pricing was to provide consvmers with
a simplified tool by which to make price compavisons between diifering
size packages of 2 particular brand, as well as between competing brands.
At the same time, nowever, it must be recognized that price comparisons
through unit pricing are not the only basis upon which croosumers will make
buying decisions--since quality, convenlence, personal trstes and prefer-
ences, and utility of a particular size package are other key factors in
selecting purchases, and are not reflected in unit pricing. The problem
of placing grade information on these labels wus briefly covered in ouv
coments for Chapter 4. With this information, however, the consumer
could make both price-quantity and price-quality judgments.

Sincerely.
;o i ',(/)
; [\!/{ IRV
NI
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G. H.g Wise

Actin ‘édministrator
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S % ™ | uwITED SYATES DEPARTMENT OF COMMERCE
N ey G The Assistant Secretary for Administration
s R ¢ Washmgton, D C. 20230
% &

September 24, 1974

Mr. Victor L. Lowe

Director

General Government Division
U.S. General Accounting Office
Washington, 0. C.. 20543

Dear Mr. Lowe:

This is in reply to vour letter of July 30. 1974,
reguesting comments ¢n the draft report entitled
"Food Labeling: Concepts And Problems; Analysis
And Impact - B-164031(2)."

e have reviewed the attached romments of the
Sssistant Secretary for Science and Techrclogy
and believe they are responsive to the matters
discussed in the repcrt.

Sincerely yours,

|
N )
SN )
AN SRS
7

SN - "‘"/«'\-l»' - ';

- s -
&Buy‘wf Chamberlin., Jr.

Acting Assistant Secretary
for Administration
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URITED STATES DEPARTMENT OF COMMERCE

The Assistent Secratary for Stistics and Tschnolegy
Washington, D.C 20230

13 SEP. 1974

Mr, Victor L. Lowe

Director, General Government Division
United States General Accounting Office
Lashington, D.C. 20548

Dear Mr. Lowe:

Thank you for giving the Department of Commerce the opportunity
to review and comment on your draft of a proposcd report to
Congress entitled "Food Labeling: Concepts and Problems;
Analysis and Impact".

The material presented in chapters 2,3,4 and 5 is outside the
scope of the responsibilities assigned to the Department of
Commerce by the Fair Packaging and Labeling Act; therefore, we
will not comment on the findings, conclusions oi recommendations
of thase chapters., However, it is our belief that any
recommendations that have the potential of increasing food
prices be carcfully scrutinized to insure that these actions and
the likely subsequent price increases are more than outweighed
by benefits that will be utilized by the consumer,

We shall confine our commenis to the conclusions and recommen-
lations concerning open dating and unit pricing. The enclosed
(Attachment I) details the Department's views on the findings
and conclusions of the proposed report in these areas.

Generally, there is no disagreement with your conclusion that a
uniform system of open dating for pertshable and semi-perishable
foods is desirablz:, However, it is recommended that this can

be achieved more effeclively with appropriate tevisions to the
Model State Open Dating Regulation (Attachment I1I) through the
National Cunference on Weights and Measures. Experience te dute
indicatcs that the best method of open dating appears to vary with
the commodity in questior.., Therefore, it dues not appear thut
enough is known at this time to legislate a solution. The tational
Conference on Weights and Measures of "ers the opportunity for
consumers and industry representatives L~ meet with Federal, state
and Local officlals, in a combined effort, to move the model
regulation forward. For this reason we disagrec with your

GAU Note: Attachment [I, the Model Stable Open bating Regulation, is
net included in this report.
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APPENDIX III

recommendation that the Congress amend FPLA to establish a
uniform system of open dating for perishable and semi-perishable
foods.

We also disagree with the recommendation that the Congress
amend FPLA to establish a unit pricing program. Based on the
information contained in the draft report, we questi.n whether
such a progrem would be sufficiently utilized by consumers to
justify the higher food prices they would be asked to pay.
If you have any questions you should contact Mr. Harold F. Wollin,
Program Representative at the National Bureau of Standards, who
can arrange a meeting. His phone number is 921-2401,
Sincerely.
. )

!éi,, autzné

Betsy Ancker-Johnson, Ph.D.

Enclosures
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ATTACHMENT I

Comments on a Draft of a Proposed General Accounting
Office Repcrt to Congress Entitled "Food Labeling:
Concepts and Problems; Analysis and Impact"

The following are Department comments on the subject report.

Open Dating

We do not agree with your recommendation that the Congress amend
the Fair Packaging and Labeling Act to establish a uniform syst.em
of open dating for perishable and semi-perishable foods.
Experience to date indicates that not enough is known at this
time to legislate a solut.on on open dating. For example,
freshness is a cuantity which is important to commerce, and an
efficient open dating svstem is needed to avoid economic loss to
sellers as well as to protect censumers. Nevertheless, freshness
is difficult to define and measure. Levels of freshness must be
established arbitrarily and the most effective method of
determining freshness may vary c[rom commodity to commodity. For
example, oven-fresh bread is desirable to many consumers but
another consumer market exists for ''stale" bread which has been
returned to the bakery. The former requires the date the bread
was baked while the latter demands the date at which the bread

is no longer fit for human consumption.

It is recommended that a fully flexible system be tested to
determine the vest methed for open dating fo various perishable
and semi-perishable foods. ''Pull dates" may offer more consumer
protection for certain cemmoadities; but for others, 'packed
dates" or "expiration dates” wmay be more informative. The Model
State Open Dating Repulation referred to in the text of the
letter can be revised to permit this kind of flexibility. In any
event, open dating should always be presented with a complete
explenation and in a manner which is uniform for each mathod.

We specifically oppose one aspect of open dating as outlined in
the report calling for "date-of-display" information. The report

(pg. 55) discusses a study recommending that a retailer be required

to date merchandise as to the "date of display'. This is a
meaningless requirement resuiting in extra costs to the retailer
and subsequent higher prices to the consumer due tc added labor
requiycments. The critical faccor is not alwayc how long an
item has teen on the store shelf, but how much time has elapsed
since it was produced.

GAQ note: Fage 85 refers to the draft report. It is
page {47] in this final reporc.
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Unit Pricing

We also disagree with the recommendation that the Congress amend
FPLA to establish a unit pricing program. Based on the
information contained in the draft report, we question whether
such a program would be sufficiently utilized by consumers to
justify the higher food prices they would be asked to pay.

From the Department's point of view, unit pricing is an issue
which requirees careful attention. The draft report recommends
that Congress éstablish a unit pricing program including guide-
lines for the design and maintenance of unit pricing information
and the education of consumers as to its uses and benefits. The
report concedes the cost could be as much as $133.8 million,

which would ultimately be passed on to the consumer. The report
assumes, however, that consumers could offsect these costs by
using unit pricing to select lower unit cost products. This
assumption is not supported by the studies discussed in the texi
of the report (pgs. 123-125). Various surveys indicate consumer [72]
usage of any unit pricing ranged from 9 to 68 percent, with an
average of 34.4 percent. In addition, one of these studies showed
that 87.5 percent of those who indicated they used unit pricing
did not use it on all products. Therefore, it is doubtful that
consumers would in fact offset higrer prices through the use of
unit pricing. Further.ore, the effect of a cousumer education
program is amblguous, with no guarantec that it would increase
consumer usage of unit pricing. This is reinforced by the afore-
mentioned survey results.

There s no doubt that mandatory unit pricing would add to the
price of food and require goverament monitoring. In this period
of rapid inflation it would seem inadvisable to endorse any
program that would unnecessarily add to the cost of food and/or
increase the cost of government when the beonefits in so doing
are doubtful.

Part of the proposed report notes that unit pricing is available
in most metropclitan areas under voluntary programs. Although
the study indicates that not all chains in an arca have unit
pricing, the existence of ac least one such chain in any area
provides the consumer with the option of utilizing it. Free
market pressure should be sufficient to persuade other chains

to adopt unit pricing so as to remain competitive. There is ns
need tfor government to intervene where the market operates
efficiently.

GAO note: Pages 123-125 refer to the dratt repert. It is
page [72] in this final report.
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{85]

The report also notes (peye 147) that industry officials
believe mandatory unit pricing could puh some small retailers
out oS pusiress. Substan.ielly more atten*ion should be
devoted to studying the iipact of mandatory unit pricing rules
on snall reteilers, with particular emphasis on whether they
would be forced out of business. Wi.-h the Federal Trade
Commission studying concentration ia the rctail food industry
it would be inadvisable to take steps that could result in fewer
firms in the industry. It is the Department's view that
nothing should be done to reduce the diversity of the industry
when concentration is under stuay.

In concluding, we would like to make the folleowing general
comment. The basic premise underlving the report is that in-
formed consumers are essential to the fair and efiicient
functioning of a free market econocmy. An important consideration
in attaining this goal is :he extent to which consumers would
utilize the information that would be available if the proposals
in the six basic areas were enacted. The studies quoted in the
report indicate that the consumer is not utilizing the information
he or she now bas available.

With approximately 8,000 items available in the average super-
market and as many as 230 assoruments of one food category
(cheese), the consumer theoretically could have 48,000 pieces
of information to weigh in selecting "best" buys if informacicn
in all six areas of the report became mondatory., If the average
housewife were to buy only 20 different products she would have
120 preces of information to evaluate. Given changing prices,
sales, and differences in prices between stores, a consumer
would be hard pressed to make efficient use of the information
the report proposes providing and for which he ov she would
have to pay in the form of higher food prices.

GAD note: Page 147 refers to the draft report. It is
page {85] in this final repert.
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1l4.

15.

16.

#PPENDIX IV

LIST OF 284 FOOD CATEGCRIES FOR WHICH
A STANDARD OF IDENTITY HAS BEEN ESTABLISHED!

Cacao nibs, cocoa nibs, cracked cocou.

Chocolate liquor, chocolate, baking chucolate, bitter chocolate,
cooking chocolate, chocolate coating, bitter chocolate coating.

Breakfast cocoa, high {at cocea.

Cocoa, medium fat cocoa.

Low fat cocoa.

Swzet chocolate, sweet chocolate coating.

Milk chocolate, sweet milk chocolate, milk chocolate ~oatirg, sweet
milk chocolate coating.

Skim milk chocolate, sweet skim milk chocolate, skim milk chorolaie
coating, sweet skirm milk chocelate coating.

Buttermelk chocolate, buttermilk chocolate coati.g.
133

Mixer. dairy products chocolates, mixed daivy preduct cho-olate
coa’ings.

Sweet chocolate and vegetable fat (other than cacao fat} coating.
Sw. et cocoa and vegetable fat (other than cacao fat) ccating.
Milk chocolate and vegetable fat (other than cacac fat) coating,
st.eeL milk chocolete and vegetable fat {(other than cacac fat)
ccacing.

Cocoa with dioctyl sodium sulfocussinate for manufacturing.
Flour, white flour, vheat lour, plain flour.

Enriched ilour.

Bromated flour.

Enrichked bromated flenr.

1

Extracted from 21 C.F.R. vart 14-53.
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19.

20,

21,

22,

23.

24,

25.

26.

27.

28.

29.

30.

31.

32.

33.

34,

3s.

36.

37.

APPENDIX IV

Durum flour.

Self-rising flour, self-rising white flour, self-rising whaat Elour.

Enriched self-rising flour.

Phosphated flour, phosphared white flour, phosphated wheat flour.
Instantized flours, instant blending flours, quick mixing flours.
Whole wheat flecur, graham flour, entire wheat flour.
Bromated whole wheat flour.

Whole durum wheat flour.

Crushed wheat, coarse ground wheat.

Cracked wheat.

Farina.

Enriched farira.

Semolina.

White corn ueal.

Yell.. orn meal.

Bolted white coru meal.

Bolted yellow corn meal.

Degerminated white corn meal, degermed white corn meal.
Degerminated yellow corn meal, degermed yellow corn meal.
Self-rising white corn meal.

Seif-rising yellow corn meal.

White ¢ rn flour.

Yellow corn flour.

Grits, comn grits, hominy grits.

¢
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43.
44,
45.
46.
47.

48.

50.
51.
52.
53,
54.
55.
56.
57.
58.
56.
60.

61.

63.
64.
65.

66.

APPENDIX

Yellow grits, vellow corn grits, yellow hominy grits.

Quick grits, quick cooking grits.

Enriched corn meals.

Enriched com grits.

Enriched rice.

Macaroni products.

Milk maca-¢ni products.

Whole wheat macaroni products.

Wheat and soy macaroni products.

Vegetable macaroni products.

Noedle products.

Wheat and soy noodle products.

Vegetable noodle products.

Enriched macaroni

procacts.

Enriched noodle products.

Encsiched vegetable macaronl preducts.

Enriched vegetable noodle products.

Macarori products
Enriched macaroni

Fnriched macaroni

made with nonfat milk,
products made with nonfat milk.

products with fortified protein.

Bread, white bread, and volls, white rolls, or bums, white buns.

Enriched bread and enriched rolls or enriched buns.

Milk bread and milk rolls or milk buns,

Raisin bread and raisin rolls or raisin buns.
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Whole wheat bread, granam wee_ . -« bread; and whole
wheat rolls, graham rolls, entire wheat rolls; or whole wheat buns,

68.
69.
70.
71,
72.
73.
74,
75.
76.
77.
78.
79.
80.
81.

82.

86,
87.
88.

89.

g;aham buns, entire wheat buns.

Cream class of food.

Light cream, coffee cream, table cream.
Whipping cream class of food.

Light whipping cream.

Heavy cream, heavy whipping cream.
Evapcrated milk.

Concentrated milk, plain condensed milk,
Sweetened condensed milk.

Condensed milks which contain corn syrup.

Dried skim milk, powdered skim @ilk, skim milk powder.

Nonfat dry milk fortified with vitamins A and D.
Cheddar cheese, cheese.

Cheddar cheese for manufacturing.

Low sodiun cheddar cheese.

Washed curd cheese, soaked curd cheese.
Washed curd cheese for manufacturing.
Colby cheese,

Colby cheese [or manufacturiag.

Low sodium colby cheese.

Crezm cheese,

Neufchatel cheese.

Cottege cheese dry curd.
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90. Cottage cheese.

91. Lowfat cottage cheese.

92, Granular cheese, stirred curd cheese,

93, Granular cheese for manufacturing.

94, Swiss cheese, emmentaler cheese.

95, Swiss cheese for manufacturing.

96, Gruyere cheese.

97. Samsoe cheese.

98, Brick cheese.

99, Brick cheese for manufacturing.

100. Muenster cheese, munster cheese.
3101. Muenster cheese for manufacturing, munster cheese for manufacturing.
102. Edam cheese.
103. Gouda cheese.

104. Blue cheese.
105. Gorgonzola cheese.
106. Nuworld cheese.

107. Roquefort cheese, sheep's milk blue-mold cheese, blue-mold cheese
from sheep's milk.

108. Limburger cheese.

109. Monterey cheese, monterey jack cheese.
110. High-moisture jack cheese.

111. Provolone cheese, pasca filata cheese.

112. Caclocavallo sicilianc cheese.
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113. Parmesan cheese, reggiap« cheese,
114, Mozzarella cheese, scamorza cheese.
115, Part-skim mozzarella cheese, part-skim scamorza cheese,
116. Low moisture mogzzarei:la cheese, low moisture scamorza cheese.

117. Low moisture part-skim mozzarella cheese, low moisture part-skim
scamorza cheese.

118. Romano cheese.

119, Asiago fresh cheese, asiago soft cheese.
120, Asiago medium cheese.

121, Aslago old cheese,.

122, Cook cheese, koch cheese.

123. Sap sago chees=2.

124. Cammelost cheese.

125. Hard cheeses.

126, Semisoft cheeses.

127. Semisoft part-skim cheeses.

128, Soft ripened cheeses.

129. Spiced cheeses.

130. Part-~skim spiced cheeses.

131. Hard grating cheeses.

132, Skim milk cheese for manufacturing.
133. Pasteurized process cheese.

134, Pgsteurized blended cheese.

135, Pasteurized process cheese with fruits, vegetables, or meats.
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136.
137.
138.
139.
140.
141,
142,
143.
144,
145,
146.
147.

148.

150,
15L.
152,
153.
154,

155.

159.

APPENDIX IV
Pasteurized process pimento cheese.
Pasteurized blended cheese with fruits, vegetables, ox meats.
Rasteurized process cheese food.
Pasteurized process. cheese food with fruits, vegetables, or meats.
Pasteurized process cheese spread.
Pagteurized cheese spread.
Pasteurizad process cheese spread with fruits, vegetables, or meats.
Pasteurized cheese spread with fruits, vegetables, or meats,
Cream cheese with other foods.
Pasteurized neufchatel chzese spread with other foodsf
Cold-pack cheese, club cheese, comminuted cheese,
Culd-pack cheese food.
Cold-pack cheese food with fruits, vegetables, or meats.
Grated American cheese food.
Grated cheeses.
Ice cream.
Frozen custard, french ice cream, french custard ice cream.
Ice milk.
Fruit sherbets.
Water 1ces.
Nonfruit sherbets.
Nonfruit water ices.
Vanilla extract.

Concentrated vanilla extract.
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160.
161,
162.
163.

164.

169.
170.
171,
172.
173.
174.
175.
176.
177.
178.
179.
150.
181.
182.

183.

Vanilla flavoring.

Concentrated vanilla flavoring.
Vanilla-vanillip extract.
Vanilla-vanillin {lavoring.

Vanilla powdey.

Vanilla-vanillin powder.

Mivinnaise, mayonnaise dressing.
“vench dressing.

Salad dressing.

Canned peaches.

Canned peaches with rum.

Artificially sweetened canned peaches.
Canned apricots.

Canned apricots with rum.

Artificially sweetened canned apricots.
Canned prunes.

Canned pears.

Canned pears with rum.

Artificizlly sweetened canned pears.
Canned seedless grapes.

Canned cherries.

Canned cherries with rum.

Artificially swveetened canned chevries.

Canned berries.
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184. Canned fruit cocktail, canned cocktail frults, canned fruits for
cocktail,

185, Artificially sweetened canned fruit cocktail,

186. Canned plums.

187. Canned pineapple.

188. Canned pineapple juice.

189. Artificially sweetened canned pineapple.

190, Canned prune juice.

191. Cannga figs.

192, Canned preserved figs.

193. Artificially sweetened canned figs,

194, Canned applesauce.

195, Canned grapefruit.

196. Lemonade.

197. Colored lemonade.

198. Frozen concentrate for lemonade.

199, Frozen concentrate for colored lemonade.

200. Frozen concentrate for artificially sweetened lemonade.
201. Orange juice. ‘

202. Frozen orange julce.

203. Pasteurized orange juice.

204, Causnred orange julce.

205. Frozen concentrated orange juice, frozen orange juice concentrate.
206. Canned concentrated orange juice, canned orange juice concentrate.

207. Urange juice from cencentrate.
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211.
212,
213.
214,
215,
216.
217.
218.

219.

APPENDIX IV
Orgnge juice for manufacturing.
Orange juice with preservative.

Concentraced orange julce ftor manufacturing, orange juice
ccircentrate for manufacturing.

Concentrated orange julce with preservative.
Canned pineapple-grapefruit juice drink.

Canned fruit nectars.

Cranberry juice cocktail--a juice drink,
Artificially sweetened cranberry juice cocktail--a 5uice drink.,
Limeade.

Water-extracted soluble orange solids.l
Dehydrated water-extracted soluble orange solids.
Comminuted oranges.

Dehydrated comminutced oranges.

Extract of comminuted oranges.,

Dehydrated extract of comminuted cranges.

Juicy orange pulp for manufacturing, pulpy orange juice for
manufacturing.

Dehydrated juicy orange pulp for manufacturing, dehydrated pulp
orange julce for manufacturing.

Orange juice drink,
Concentrate for orange juice drink.

Powdered orange juice drink.

lin Marcn 1573, FDA staved Federal regulations (21 C.F,R. 27.150-27.168)
which established definitions and standards of identity for 19 diluted
orange juice beverage and related product categories (categouries 217
through 2353).
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228,
229,
230,
231.
232,
233.

234,

236.
217.
238.
~39.

2490,

242,
243,
244,

245,

246,

247.

APPENDIX IV
Orange juice drink blend.
Powdered orange juice drink blerd.
Ovange drink,
Concentrate for orange drirk.
Powdered orange drink.
Orange flavored drink,
Concentrate for orange flavored drink.
Powdered orange flavored drink.
Frozen cherry pie.
Fruit butter.
Fruit jelly.
Preserves, jams.
Artificially sweetened fruit jelly.

Artificially sweetened fruit preserves, artificially sweetened
fruit jams.

Soda water.

Canned oysters.

Oysters, raw oysters, shucked oysters.

Extra large oysters, oysters counts (or plants), extra large raw
ovsters, raw oysters counts (or plants), extra large shucked
oysters, shucked oysters counts (or plants).

Large oysters, oysters extra selects, large raw oysters, raw
oysters extra selects, large shucked oysters, shucked oysters

extra selects.

Medium oycters, oysters selects, medium raw oysters, raw oysters
salects, medium shucked oysters, shucked oysters selects.
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248,

249,

250,

251.

252.

253.

254,

255,
256.
257.
258.
254,
260,
261.
262.
263,
264,
265.
266.

267.

APPENDIX IV

Small oysters, oysters standards, small raw oysters, raw oysters
standards, small shucked oysters, shucked oysters standards.

Very small oysters, very small raw oysters, very small shucked
oysters.

Olympia oysters, raw Olympia oysters, shucked slympia oysters.

Large Pacific oysters, large raw Pacific oysters, large shucked
Pacific oysters,

Medium Pacific oysters, medium raw Pacific oysters, medium
shucked Pacific oysters.

Small Pacific oysturs, small raw Pacific oysters, small shucked
Pacific oysters.

Extra small Pacific oysters, extra small raw Pacific oysters,
extra small shucked Pacific oysters.

Frozen raw breaded shrimp.

Frozen raw lightly breaded shrimp.

Canned tuna.

Canned Pacific salmon.

Liquid eggs, mixed eggs, liquid whole epgs, mixed whole eggs.
Frozen eggs, frozen whole eggs, frozen mixed eggs.
Dried eggs, dried whole eggs.

Egg volks, liquid egg yolks, yolks, liquid yolks.
Frozen yolks, frozen egg volks.

Dried egg youlks, dried yolks.

Egg whites, liquid egg whites, liquid epg albumen.
Frozen egg whites, frozen egg albumen.

Dried egé whiteus, egg white solids, dried egp albumen, egg
albumen solids.
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APPERDIX
268. Oleomargarine, margarine.
269, Liquild oleomargarine, liquid margarine.
270. Peahut butter.
271. Mixed nuts.
272. Canned peas.
273, Canned dry p=2as.
274. Canned green beans. .
275. Canned wax beans.
276. Canned corn, canned sweet cornm, canned sugar corn.
277. Canned field corn. ~
278. Canned vegetables other than those specifically regulated.
279. Tomato juice.
280, Yell.w tomato juice.
281. Catsup, ketchup, catchup.
282, Tomato puree, tomato pulp.
283. Tomato paste,

284, Canned tomatoes.
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ESTLMATED COSTS QF
USDA YOLUNTARY TNSPECTION AND GRADING Ph. :RAM
AND ADLTTIONAL CCS8TS OF A
MANDATORY CONSUMLR GRADE LABELING PROGRAM

Fruit and
Vegetable Live~
Daivv Fresh Processed (Crain stock Poultry Total
1974 ¥Y costs: 0 e (000 omitted) =——mmmm——erm e
Grading-~fee £2,693 $3,443 511,179 $3,730 $9,869 $8,648 $39,589
Lrading--appropriated 0 561 O 2,742 0 214 3,517
Standardization~-
o appropriated 156 134 435 270 333 99 1 427
D
Cost for State and
private graders - 80,000 - 30,000 ~ 28,000 138,000
Total grading costs $2,249  $84,138  $11,614  $36,742 $10,202 $36,961 $182,504
I e s s>
Additional costs of
mandatory program 13,500 85,200 75,000 9,000 23,500 121,000 21327,000
%
Total costs of
mandatnry program 916,349 $160.138  $86,614  $45,742 $33,702 $157,961  4$509,506
/‘if ﬁé /’] /},

2Includes $10 million agency overhead.
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COMPARISON OF LAWS WITH RESPECT 10
UNIT PRICING OF DRY GROCERY AND FROZEN FOOD PRODUCT CATEGOGRIES
IN A SUPERMARKET (note a)

Laws {(note c)

Model
Regu=~ Ann
Dry grocerv product categories (note b) letion Conn. Mass. R.I. Vt. Arbor N.Y.C. Seattle

i. Cereals

2. Coffee, regular

3. Coffee, instant

4. Condiments

3. Fish, canned

6. Fruit, carned

7. Household cleaning compounds
8. Jams, jellies, spreads

8. Juices and drinks, vegetable, frui-:
10. Taper products
11. Pet foods
]

[
»

Shortening and oils

+3. Soeps and det rgents

14, Vegetablez, canned

15. Beer, wine, ale

15, Cigarettes, cigars, tobacco
17. Desserts .

18. Cookies

19. <(trackerg, toast products
20. Fruit, dried

21. Laundry supplies

ZWOm T AW AN KW m P RN D
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R L L e ——
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22. Mear and prepared food, canned Meat Meat Meat at t Meat

23. Milk, canned an” dry K 21

24. Salad dressings R R

25, Sott drinks R R

26. Soup, canned and dry Can R Can Can
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Laws (note c)

Model
Regu~ Ann
Dry procery product catepories (note b) lation Cecnn. Mass, R.I. Vt, Arbor N.Y.C. Seattle
27. Suga- N N N N R N N R
28, Tea R R R R R R N R
29. Vegetables, dry R R R R R R N R
30. Baby foods N R R R R R R R
31. Baking mixes N R R R R R R R
32. <Candy, chewing gum Candy N N N  Candy N N N
33. Macaronl products, dry N R R R R R R R
34. Baking needs (includes flour) N Flour R R Flour R N Flcur
35. Household supplies, primarily:
polish N R N R R N N R
waxes N R R R R R N R
disinfectants R N N N N N N R
air fresheners N R R R R R N R
36, Snacks N R R R R R N N
Frozen food product categories
1. Baked goods N N N N R N N R
2, Fish, meat, poultry R N N N R N N R
3. Fruits R R R R R R N R
4, Juices and drinks R R R R R R N R
5. Potatoes R R R R R R N R
6. Prepared foods N N N N N N N N
7. Vegetables R R R R R R N R
Legend E
1
R~-Regulated g
N--Not regulated !
Meat—--When specific products or forms of products are listed (meat, candy, flour, dry, canned, <
it

etc.) only that specific product group iT regulated by unit pricing laws,
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3This comparison involved “road product categories--~some containing numerous products--and lists
of products regulated by each law. Therefore, each product category is generally classified as
being regulated or not regulated although this may no* be the case for each product within a
category. To make the comparisons, we used data published in the July 1969 and April 1973
issues of "Progressive Crocer" to establish the product categories and relate products to pro~
duct categories.

bRecap of dry grocery product categories on whether or not to unit price:

--1 thru 17 complete agreement among laws and model regulation.
--18 thru 29 gensral agreement with no more than two laws differing from other laws and

model regulation.
~-30 thru 33 laws not consistent with model regulation.
-~34 thru 36 general confusion among laws and model regulation.

CMaryland law was not included in this comparison because it did not contain a detailed list of
regulated products.
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APPENDIX VII

‘STUDIES THAT IDENTIFY THE PERCENTAGE OF

SHOPPERS EITHER NOT AWARE OR

AWARE BUT NOT UNDERSTANDING UNIT PRICING

.

Jewel Food Store

;= _ Monroe Peter Friedman

T. David McCullough
and Dar.iel I. Padberg

MeCann~Erickson
Advertising Ltd. and
Elliott Research
Corporation

Robert Aitchison

"Background Information of Jewel Compar-A-Buy
Pricing Study," supplement to news ralease,
Jewel Food Stores, Melrose Park, Illinols, for
release Oct. 11, 1970, pp. 4-8.

Monroe P. Friedman, "Dual-Price Labels: Usage
Patterns and Potential Benefits for Shoppers in
Inner-City and Suburban Supermarkets,” Center
for the Study of Contemporary Issues, Eastern
Michigan University, Ypsilantil, Michigan, no
publishing date, pp. 62-85. Study funded by
Safeway Stores, Inc., and the National Associa-
tion of Food Chains and directed by Monroe P.
Triedman. )

T. David McCullough and Daniel I. Padberg,
"Unit Pricing in Supermarkets: Alternatives,
Costs, and Consumer Reaction," Search Agricul-
ture, Cornell University, Ithaca, New York,
Jan. 1971, vol. 1, no. 6, pp. 16~20. Inter~
views conducted in six Toledo area stores
about 4 months after introduction of unit
pricing.

"Unit Pricing and the Consumer - Does she
understand 1t? - Does she like it? - Does she
use it?" McCann-Erickson Research Services,
July 1971, pp. 1-9 and section on method, no
page number. Interviews conducted in five
Toronto area stores about 2 months after
introduction of unit pricing.

Robert Aitchison, "'Some Facts on Unit Priciag
in New York City and Upstate New York Super-
markets," Cornell Agriculture Economics Staff
Paper, Cornell University, Ithaca, New York,
Jan. 1972, no. 72-1, pp. 8-9.
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Lawrence M. Lamont,
James T. Rothe, and
Charles C. Slater

Consumer Research
Institute

Supermarket News

APPENDIX VII

Lawrence M. Lamont, James T. Rothe, and Charles
C. Slater, "Unit Pricing: A Positive Response
to Consumerism," The University of Colorado,
Boulder, Colorado, no publishing date, pp. 5
and 7. Telephone interviews conducted during
second month after introduction of unit pricing
in a Denver area supermarket chain.

"A Study of Consumer Reaction to Unit Pricing
and Open Dating in Metropolitan Washington,
D.C.," Consumer Research Institute, Inc.,
Washington, D.C., July 1971, pp. 15 and 17.
Telephone interviews conducted after a 7-month
period during which three supermarket chains
had introduced both unit pricing and open-
dating in Washington, D.C. area.

"Consumer Profile '73: A Study of Consumer
Attitudes Toward Food Shopping,” Supermarkest
News, New York, New York, 1373, pp. 1, 28, and
31. Nationwide mail survey conducted during
1972, All participants were women.
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APPENDIX VIIX

PRINCIPAL OFFICIALS OF HAW
RESPONSIBLE FOR ACTIVITIES
DISCUSSED IN THIS REPORT

Tenure of office

From To
SECRETARY CF HEALTH, EDUCATION,
AND WELFARE:
Caspar W. Weinberger Feb. 1973 Present
Frenck C. Carlucci (acting) Jan. 1973 Feb, 1973
Elliet L. Richardson June 1970 Jan. 1973
Roberg H. Finch Jan. 1969 June 1970
Wilbur H, Cohen Mar, 1968 Jan. 1969
John W. Gardner Aug. 1965 Mar. 1968
ASSISTANT SECRETARY FOR HEALTH:
Charles C. Edwards Mar. 1973 Present
Richard L. Seggel (acting) Dec. 1972 Mar. 1973
= Merlin K, Duval, Jr. July 1971 Dec, 1972
Roger O. Egeberg July 1969 July 1971
Philip R. Lee Nov. 1965 Feb. 1969
COMMISSIONER, FOOD AND DRUG
ADMINISTRATION:
Alexander M. Schmidt ) July 1973 Present
Sherwin Cardner (acting) Mar. 1973 July 1973
Charles C. Edwards Feb. 1970 Mar. 1973
Herbert L. Ley, Jr. July 1968 Dec., 1569
James L, Goddard - Jan. 1966 June 1968
Winton B. Rankin (acting) Dec. 1965 Jan. 1966
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APPENDIX IX
FRINCIPAL OFFICIALS OF USDA

ESPONSIBLE FOR ACTIVITI'S
DISCUSSED IN THIS REPOKT

Tenure of office

R

From To
KETARY OF AGRICULTURE:
Earl L. Butz Dec. 1971 Present
Clifford M. Hardin - Jan. 1969 Nov. 1871
Orville L. Freeman Jan. 1961 Jan. 1969
"ASSISTANT SECRETARY, MARKETING
AND CONSUMER SERVICES:
Richard L. Feltner Apr. 1974 Present
Clayton K. Yeutter Jan. 1973 Mar. 1974
Richard E. Lyng Mar. 1969 _  Jan. 1973
DIRECTOR, AGRICULTURAL ECONOMICS:
Don Paarlberg Mar. 1969 Present
ADMINISTRATOR, ANIMAL AND PLANT
HEALTH INSPECTION SERVICE: )
Francis J. Mulhern May 1972 Present
Francis J. Mulhern (acting) Apr. 1972 May 1972
ADMINISTRATOR, AGRICULTURAL
MARKETING SERVICE:
Erwia L. Peterson June 1972 Present
George R. Grange (acting) Apr, 1972 May 1972
) ADMINISTRATOR, ECONQOMIC
RESEARCH SERVICE:
Quentin M. West Jan. 1971 Present
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PRINCIPAL OFFICIALS OF THE
DEPARTMENT OF COMMERCE
RESPONSIBLE FOR ACTIVITIES
DISCUSSED IN THIS REPORT

APPENDIX X

Tenucse of office

From
SECRETARY OF COMMERCE:
Frederick B. Dent Jan. 1973
Peter G. Peterson Feb. 1972
Maurice H. Stans Jan. 1969
Cyrus R. Smith Mar. 1968
Alexander B. Trowbridge June 1967
Alexander B. Trowbridge (acting) Feb. 1967
John T. Conner Jen. 1965
ASSISTANT SECRETARY FOR SCIENCE
AND TECHNOLOGY:
Betsy Ancker-Johnson apr. 1973
Richard 0. Simpson {acting) Aug. 1972
James H. Wakelin, Jr. Feb. 1971
Richard O. Simpson (acting) bez. 1970
Myron Tribus Mar. 1969
Allen V. Astin (acting) Feb. 1969
John F. Kinecaid Qct. 1967
Allen V. Astin (acting) July 1967
J. Herbert Hollomon My 1902
DIRECTOR, NATIONAL BUREAU OF STANDARDs:
Richard "'. Roberts Feb. 1973
Lawrence M, Kushner {acting) Moy 1972
Lewis M. Branscomb Sept. 1909
Allen V. Astin June 14532
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To
Present
Jan. 1973
Feb, 1972
Jan. 1969
Mar. 1968
June 1967
Jan. 1967
Present
Apr. 1973
Aug. 1972
Feb, 1971
Nov. 1970

Mar. 1969
Feb. 1469
Sept. 1967
July 1967

Presoent

Feb. 1973
Moy 1972
Aug. 1469
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