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INITIATIVE 522: COSTLY, FLAWED AND ILL-CONCEIVED
Executive Summary
On November 5, 2013, Washington voters will decide the fate of Initiative 522,
which would require special labels on
certain foods made with genetically engineered (GE) ingredients and on GE
seeds and seed stock sold at retail. There
are a lot of misconceptions about GE
products, which have safely been part of
our food supply for nearly 20 years. In
this report, the Washington Research
Council assesses the economic impact of
I-522 on Washington consumers, taxpayers, and Washington’s agricultural
economy.
Broad exemptions undermine the
initiative’s stated goal of providing consumer information.
While I-522 supporters say the measure
simply provides consumers with necessary information, there are so many ex-
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emptions to the initiative’s regulations
that it would not provide consumers
with meaningful or complete information about the presence or absence of
GE content. The exemptions include
foods that come from animals (like
meat, milk and eggs), even if those animals were fed on GE grains, silage or
other GE foods; raw agricultural commodities that may contain but were
grown without the “intentional use” of
GE products (if the supplier provides a
sworn statement to that effect); processed foods, such as cheese, which
were made with GE enzymes or other
“GE processing aids;” food sold at restaurants or sold “to go;” all alcoholic
beverages; and any foods labeled as
“certified organic.” Processed foods in
which GE materials account for 0.9 percent or less of the total weight of the
foods would be temporarily exempt until
2019. However, beginning July 1, 2019,
that labeling threshold would drop to
zero.
Given all of the exemptions, we estimate
that only about one-third of the food
Washington consumers regularly purchase would be subject to the labeling
provisions in I-522—even though the
remaining two-thirds of foods may contain GE ingredients.
Compliance costs for farmers and
food companies would be high.
Taking into account those categories of
food which would be exempt from I522’s requirements, foods that would
require special labeling for retail sale
just in Washington would include thousands of common food products. The

Table ES1: Estimated Range of Cost Increase in Annual Food Spending, by Household Size

Household Size
2015 to 2019
2019 and Beyond*

2
$97-$260
$220-$260

3
$150-$390
$340-$390

4
$200-$520
$450-$520

5
$240-$650
$560-$650

6
$290-$790
$670-$790

*I-522 would set a 0% threshold for labeling in 2019. No existing data is availiable for the costs of complying with a
threshold that low. Thus, exisiting data for obtaining non-GE ingredients to achieve a 0.5% threshold was used as a proxy
for 0%. This means that the compliance costs shown for 2019 and beyond are actually understated.
Source: Northbridge Environmental Management Consultants

economic impact of complying with
these Washington-only regulations
would involve a number of initial and
ongoing costs to farmers, food processors and manufacturers, retailers, consumers and taxpayers.
We estimate that the initial start-up costs
to comply with I-522’s Washington-only
regulations for farmers and food manufacturers would be $264 million. (For
reference, we estimate that retail expenditures on groceries in Washington in
2012 were $16.4 billion.) On an ongoing
basis, food manufacturers would either
have to create special labels for the portions of their products sold in WashingChart ES2: I-522’s Increased Costs Would Fall Heavily On Lower Income
Families (Expenditures on Groceries as a Percentage of Income)
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dedicates no source of funding to cover
the cost of this new state government
program.
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I-522 exceeds international
standards.
I-522 backers claim the initiative conforms to international standards. That is
simply not the case. For example, in the
European Union (EU), the threshold set
for labeling is 0.9 percent GE content by
total weight of the product. In Japan, it is
5 percent. The zero percent threshold
standard that would be implemented under I-522 would be far stricter than global standards and would be difficult or
impossible to enforce, given the absence
of existing tests that can detect trace
amounts of GE ingredients.
New lawsuit provision would be
costly and complicated for farmers, retailers and food companies.
I-522 would give trial lawyers, antibiotechnology activists and any other
person a special new right to file lawsuits against farmers, food manufacturers and grocers, by claiming they had
somehow violated I-522’s labeling requirements. This would undoubtedly
encourage costly, “shakedown” lawsuits.
The minimal level of Department of
Health activity related to the initiative
anticipated by the state fiscal note seems
to suggest that the state would not actively enforce the measure’s labeling
requirements. This means that most of
the enforcement effort would be based
on lawsuits filed by private parties, thus
increasing the likelihood that the risks
and costs of litigation over the initiative’s labeling regulations would be high
for the food industry and retailers.
Federal law may preempt I-522.
There may be federal legal challenges to
the law created by the initiative’s passage on First Amendment and other
grounds, including that the labels may be
considered misleading. The costs of defending I-522 against such challenges
would fall to the state government, opening the door to costly litigation.

I-522 would block adoption of
future technological advancements for Washington farmers
and food companies.
Supporters of I-522 and other such labeling proposals have said that labeling
is a step toward stigmatizing and achieving a complete ban on GE foods. To the
extent that they succeed, GE research
and development activity and the use of
new GE breakthroughs in Washington
would be stifled. This could have severe
negative consequences for Washington’s
agricultural sector in the future, by discouraging local farmers from using GE
varieties of crops that are more resistant
to diseases, pests and drought, thus requiring less pesticides and water.
Existing federal labeling policy
already provides consumers with
ample information on GE foods.
Food labeling requirements are typically
set at the federal level. Current federal
food labeling regulations in the U.S. do
not require special labels for foods containing GE ingredients. However, there
are existing voluntary labeling standards
that already provide consumers with
options to purchase foods made without
GE ingredients, if that is what they prefer. In addition, the “USDA organic”
label is a nationally approved standard
which allows consumers another option
for identifying foods without GE ingredients.
I-522 would be first state-based
labeling policy in the U.S.
While some countries do have GE labeling requirements, the scope and enforcement of those laws vary considerably
and such regulations are set at the national level, not at the state or provincial
level. If I-522 were to pass, Washington
would be the only state to have such regulations in effect. (Connecticut did recently enact a GE-related labeling law,
but it would not go into effect unless
major “trigger” conditions are met, making it unlikely to be implemented.)
By unilaterally imposing special label-
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ing as a single state, Washington would
put local producers, processors and retailers at a competitive disadvantage.
They would face significant costs due to
having to install and maintain different
sets of production processes and packaging depending on whether they are selling in Washington or in the rest of the
U.S. Such a patchwork of laws does every member of the food supply chain,
along with the consumer, a disservice.
I-522 would reduce consumer
choice.
The end result of labeling, as has been
borne out in the EU, would be reduced
consumer choice. As a European Com-
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mission report noted,
The introduction of the current labeling provisions coincided with a general withdrawal of products which
would have had to be labeled and this
has not facilitated choice, informed or
otherwise.
In all, I-522 would have an unfair and
adverse economic impact on Washington’s food industry, and it would increase costs and reduce choice for consumers. Additionally, requiring producers and retailers to label products in only
one state is bad policy, and it would put
Washington’s food industry at a competitive disadvantage.
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INITIATIVE 522: COSTLY, FLAWED AND ILL-CONCEIVED

The first genetically engineered (GE)
crop was introduced in the U.S. in 1996.
These products have been safely in our
food supply for nearly 20 years. On the
November ballot, Washington voters
will decide whether certain GE products
must be labeled in our state. (Note: In
this report, we will generally refer to
genetic engineering (GE). Some of the
sources we cite refer to “genetically
modified organisms” (GMO or GM).
The terms are frequently used interchangeably and refer to the same processes.)
Genetic Engineering Basics
According to the U.S. Department of
Agriculture (USDA), agricultural biotechnology is “a range of tools, including traditional breeding techniques, that
alter living organisms, or parts of organisms, to make or modify products; improve plants or animals; or develop microorganisms for specific agricultural
uses. Modern biotechnology today includes the tools of genetic engineering” (USDA). More simply, as defined
in the Oxford Pocket Dictionary, genetic
engineering is the “manipulation of
DNA to modify hereditary features”
(“genetic engineering”). Further, as the
Food and Drug Administration (FDA)
notes,
Genetic engineering enables people to
introduce a much wider range of new
traits into an organism than is possible
by conventional breeding. It has been
widely used in agriculture, for example to make crops resistant to certain
pests or herbicides, in medicine, for
example to develop microbes that can
produce pharmaceuticals for human or
animal use, and in food to produce
microorganisms that aid in baking,
brewing, and cheese-making. (FDA
2013b)
September 2013

In the U.S., the USDA, Environmental
Protection Agency (EPA), and FDA
“work to ensure that crops produced
through genetic engineering for commercial use are properly tested and studied to make sure they pose no significant
risk to consumers or the environment”
(USDA). As the FDA underscores,
“Food sold in the United States must be
safe, whether it is from plants or animals, and whether it is GE or non-GE”
(FDA 2013b).
The Animal and Plant Health Inspection
Service (APHIS, part of USDA) regulates the introduction of certain GE organisms. It issues permits for “GE organisms that pose a plant pest risk, including plants, insects, or microbes”
(APHIS). The EPA “regulates pesticides, including those bioengineered into
food crops, to make sure that pesticides
are safe for human and animal consumption and do not pose unreasonable risks
of harm to human health or the environment” (FDA 2013a).
The FDA regulates food and food ingredients; those “derived from GE plants
must adhere to the same safety requirements under the Federal Food, Drug,
and Cosmetic Act that apply to food and
food ingredients derived from traditionally bred plants” (FDA 2013a).
Generally, foods are not required to get
premarket approval from the FDA.
(Some exceptions include new food and
color additives and new drugs.) As the
FDA explains,
. . . the US has not considered it appropriate to create a “novel food” regulation. That is, the US does not subject
foods from GE organisms to a specific
new regulation simply because of their
GE status. Rather, the US has so far
found that its existing laws can be applied to provide appropriate regulatory
Page 5

food supply since the 1990s. The first
food product from a GE microbe was
an enzyme preparation used in the production of many cheeses.

controls over GE foods. (FDA 2013b)
As the European Commission reports,
The main conclusion to be drawn from
the efforts of more than 130 research
projects, covering a period of more
than 25 years of research, and involving more than 500 independent research groups, is that biotechnology,
and in particular GMOs, are not per se
more risky than e.g. conventional plant
breeding technologies. (EC)
In the case of GE foods, the FDA does
offer a voluntary consultation to developers through which
The developer produces a safety assessment, which includes the identification of distinguishing attributes of
new genetic traits, whether any new
material in food made from the GE
plant could be toxic or allergenic when
eaten, and a comparison of the levels
of nutrients in the GE plant to traditionally bred plants.
FDA scientists evaluate the safety assessment and also review relevant data
and information that are publicly
available in published scientific literature and the agency's own records.
(FDA 2013a)
The rules are different for GE animals.
They are regulated by the FDA under the
new animal drug provisions of the Federal Food, Drug, and Cosmetic Act and
FDA’s new animal drug regulations:
A product that meets the definition of
a new animal drug is generally required by statute and regulation to
have an FDA-approved New Animal
Drug Application prior to marketing.
In order for FDA to approve such an
application, the FFDCA requires that
the sponsor demonstrate that its product is safe and effective. (FDA 2013b)
Currently, GE alfalfa, canola, corn,
sweet corn, cotton, papaya, sugar beets,
soybeans, and squash are approved for
commercial production. They are very
common:
Food products made from GE microbial and plant sources have been in the
September 2013

Cotton, corn and soybeans are the
most common GE crops in the U.S.,
according to USDA. In 2012, GE cotton accounted for 94 percent of all
cotton planted, GE soybeans accounted for 93 percent of soybeans planted,
and GE corn accounted for 88 percent
of corn planted. (FDA 2013a)
In 2000, the Grocery Manufacturers Association estimated that 70 percent of
the food in grocery stores had GE ingredients. (Northbridge 2012 15) Some ingredients that tend to be GE “include
corn products such as flour, oil, starch,
and syrup; sweeteners such as fructose,
dextrose, and glucose; soy flour and protein; vegetable oil and vegetable protein;
canola oil; and beet sugar” (Northbridge
2012 16).
I-522
Initiative 522 would require “any food
offered for retail sale in Washington”
that is genetically engineered to be labeled as such.










The labels would have to be on the
front of the package or on the store
shelf when the product is not separately packaged.
Raw commodities would be labeled
“genetically engineered.”
Processed foods would be labeled
“partially produced with genetic engineering” or “may be partially produced with genetic engineering.”
Seeds or seed stock would be labeled
“genetically engineered” or “produced
with genetic engineering.”
Processed foods in which GE materials account for 0.9 percent or less of
the total weight of the food would be
exempt, but, beginning July 1, 2019,
that threshold would drop to zero.

The initiative would not require genetically engineered ingredients to be identified.
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Exemptions. There are several exemptions to the labeling requirement:








“Food consisting entirely of, or derived entirely from” non-GE animals,
even if said animal “has been fed or
injected with” any GE foods or drugs.
This means that meats and dairy products need not be labeled.
Processed foods in which the only GE
presence is due to GE processing aids
or enzymes (like cheese)
Raw agricultural commodities that
were “grown, raised, produced, or
derived without the knowing and intentional use of genetically engineered
seed or food.” (The supplier would
have to provide a sworn statement to
this effect, entailing new recordkeeping along the supply chain.)
“Food that an independent organization has determined has not been
knowingly and intentionally produced
from or commingled with genetically
engineered seed or genetically engineered food.”



Food that is certified organic



Alcoholic beverages



Food not packaged for retail sale that
“is a processed food prepared and intended for immediate human consumption”



Restaurant food



Medical food

The text specifies that the Department of
Health may not create any additional
exemptions. While the exemptions are
broad, countless products would be subject to labeling requirements under the
initiative. (And still more could face labeling requirements through their retail
contracts.)
Odd placement in state law. I-522 would
become a new chapter in Title 70 (public
health and safety) of the Revised Code
of Washington (RCW), and it would be
implemented, regulated and enforced by
the Department of Health. Title 70 covers a hodge-podge of laws and programs (e.g., health care facilities, leadSeptember 2013

based paint, greenhouse gas emissions.)
Title 70 requires labeling of things like
mercury lamps and plastics. The Department of Health is charged with inspecting hospitals (RCW 70.41.120), investigating pesticide poisoning (RCW
70.104.030), and inspecting public water
systems (RCW 70.119A.150). Household substances, including food, have to
be labeled to prevent poisoning (RCW
70.106)—but this is regulated by the
Washington State Department of Agriculture (WSDA).
Indeed, per Title 69 (food, drugs, cosmetics, and poisons), the WSDA is generally charged with the labeling of food
(for example, if poultry has been frozen,
it must be labeled as such (RCW
69.04.333) and perishable foods must be
labeled with a pull date (RCW
69.04.905)). The only area in which the
Department of Health is involved with
food labeling is that shellfish must be
labeled “indicating compliance with the
sanitary requirements of this state”
(RCW 69.30.020).
Further, “food” is not defined by I-522,
nor is it defined anywhere in Title 70—
except in chapter 106, section 060
(poison prevention), which says that
food is defined as in RCW chapter
69.04. Title 69 defines “food” as “(1)
articles used for food or drink for people
or other animals, (2) bottled water, (3)
chewing gum, and (4) articles used for
components of any such article” (RCW
69.04.008). (Consequently, if this definition of food applies to I-522, as seems
likely, pet food would have to be labeled
if it contains GE ingredients.)
I-522 does define “raw agricultural commodity” as having “the same meaning as
defined by 21 U.S.C. Sec. 321.” That
definition is “any food in its raw or natural state, including all fruits that are
washed, colored, or otherwise treated in
their unpeeled natural form prior to marketing.” It is the same as the definition
for “raw agricultural commodity” in
RCW 69.04.023.
The I-522 placement of GE labeling in
Title 70 and under the jurisdiction of the
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Department of Health appears to inappropriately involve the Department of
Health in matters typically beyond its
expertise. Title 69 and the WSDA,
which already deals with food labeling
and inspection, would seem more appropriate.
Liability. If found in violation of I-522, a
person may be assessed a civil penalty of
up to $1,000 per day. Not only may the
Department of Health bring an action to
enjoin such violations, but “any person”
may do so, as long as that person has
given the alleged violator notice of the
alleged violation and waits 60 days. The
prevailing plaintiff could then be awarded “reasonable costs and attorneys’ fees
incurred in investigating and prosecuting” violations. No such provision
would apply to a prevailing defendant.
Plaintiffs would not have to demonstrate
harm or even be Washington residents.
Mandatory Labeling in Other
States
Since 2005, Alaska has required GE fish
and fish products to be labeled as such
(Alaska Statute 17.20.040). This was a
preemptory measure, as no GE fish have
been approved by the FDA.
Connecticut enacted a GE labeling bill
in June 2013, which has not yet taken
effect and may never. The Maine legislature also passed a labeling bill in 2013,
but the governor has yet to sign it.
The Connecticut bill (HB 6527) would
only go into effect when four additional
states (one of which must border Connecticut) enact similar mandatory GE
labeling laws and “the aggregate population of such states located in the northeast region” (defined as Maine, Vermont, New Hampshire, Massachusetts,
Rhode Island, New York, New Jersey
and Pennsylvania) that have GE labeling
laws must exceed 20 million people.
Connecticut is bordered by Rhode Island, Massachusetts, and New York.
New York’s population is 19.4 million;
Maine and Vermont (the two states closest to enacting such a law) have a combined population of about two million.
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Like I-522, the Connecticut bill would
require both GE food and seed or seed
stock to be labeled, but, unlike Washington, the label would not have to be on
the front of the package. Instead, it
would have to be “in the same size and
font as the ingredients in the nutritional
facts panel on the food label.” It would
not allow GE foods to be labeled
“natural.” Foods in which GE materials
account for 0.9 percent or less of the
food’s weight would not have to be labeled before July 1, 2019. The Connecticut law has similar exemptions to I-522,
but it also exempts products sold directly by a farmer at a farmers’ market, for
example. Connecticut would not exempt
products that do not knowingly contain
GE, nor certified organic food.
The measure will probably not take effect any time soon, as its conditions are
unlikely to be met. Should I-522 be approved, Washington would be the only
state requiring a general GE label.
In 2012, Californians rejected Proposition 37, which had nearly identical language to that of Initiative 522. Some of
the major differences between the two
initiatives are:








Proposition 37 would have allowed
the label to be placed on the back of
the package.
The threshold for allowable GE content that wouldn’t need to be labeled
was 0.5 percent in Proposition 37 until July 1, 2019 (when it would have
gone to zero).
Under Proposition 37, no GE or processed foods would have been allowed to be labeled as “natural.”
Proposition 37 would not have required seed or seed stock to be labeled.

Responses to Labeling Campaigns in Other States
The American Association for the Advancement of Science (AAAS) Board of
Directors, in response to states’ labeling
campaigns, said,
The World Health Organization, the
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American Medical Association, the
U.S. National Academy of Sciences,
the British Royal Society, and every
other respected organization that has
examined the evidence has come to the
same conclusion: consuming foods
containing ingredients derived from
GM crops is no riskier than consuming
the same foods containing ingredients
from crop plants modified by conventional plant improvement techniques.
(AAAS)
Further, AAAS notes that the FDA only
requires special food labeling
. . if the absence of the information
provided poses a special health or environmental risk. The FDA does not
require labeling of a food based on the
specific genetic modification procedure used in the development of its
input crops. Legally mandating such a
label can only serve to mislead and
falsely alarm consumers. (AAAS)
Several economic studies considered
Proposition 37 and made similar arguments. Northbridge Environmental Management Consultants estimated that the
cost of the measure to California households would be “between $350 and $400
per year, with a total annual consumer
cost statewide of $4.5 to $5.2 billion”
(Northbridge 2012 20). Northbridge
found that, due to the exemptions, twothirds of food bought would not have to
be labeled, even if containing GE ingredients. Most supermarket foods, however, would have to be labeled if they contain GE ingredients.
Both Northbridge and agricultural economists Alston and Sumner argued that
industry would most likely attempt to
respond to Proposition 37 by substituting
higher cost non-GE ingredients for GE
ingredients. As Alston and Sumner noted,
As in Europe, food processors and retailers in California will be reluctant to
offer for sale food with labels that may
(a) frighten or otherwise dissuade
some consumers, even though the label is not informative about food safety or the process used to produce it,
September 2013

and (b) provide a target for political
action by groups opposed to GE foods,
whose stated intention is to take action
if such foods are offered for sale.
(Alston and Sumner 1)
This is especially a concern with I-522,
which requires the label to be on the
front. A study from the University of
California Giannini Foundation of Agricultural Economics makes the point
clearly: “Because it will be interpreted
as a warning, mandatory labeling would
imply a food safety risk that does not
exist, and this in itself would be misleading to consumers” (Carter et al
2012).
Carter et al. wrote,
If passed, the full economic effects of
Prop 37 are uncertain but there is no
doubt that the measure would remove
most of the certified non-GM processed foods from the California market because of the zero tolerance criterion for low levels of unintended material. Food manufacturers and retailers would be unwilling to supply a
large number of both GM and nonGM processed food products due to
litigation risk. (Carter et al. 2012)
Northbridge adds that substituting with
non-GE ingredients
. . . would not be practical for compliance after the proposed 0 percent
threshold becomes effective in 2019.
At this point, substitution with nonGE ingredients would no longer be
feasible, as confirming 0 percent GE is
not possible even with the most sophisticated identity preservation and
testing methods. (Northbridge 2012 6)
That is especially true given that “GE
crops are accepted widely in the rest of
the United States and even export markets hostile to GE technology accept
some residual percentages of GE content” (Alston and Sumner 16). (Even the
Non-GMO Project, a non-profit organization located in Bellingham that offers
third party verification and labeling for
GE products, uses a 0.9 percent threshold.)
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Analysts anticipated that the costs incurred by Prop. 37 could have forced
businesses along the supply chain out of
California:








“Farmers that do continue to use GE
crops would risk losing sales as food
companies search elsewhere for nonGE ingredients. Food companies may
even look overseas for non-GE
crops” (Northbridge 2012 22).
“The costs to small food producers
and retailers could be high enough to
cause some of them to go out of business, especially small firms based in
California who are highly dependent
on the California market”
(Northbridge 2012 22).
“Consumers are likely to be left
choosing between large multi-national
producers that can afford the capital
costs and can spread compliance costs
across a large portfolio of products
and the organic companies whose
products are exempt under the Initiative” (Northbridge 2012 25-6).
“The regulatory compliance costs will
be borne by all firms that supply food
to California that is not exempt from
the labeling requirement. Some firms
may opt out of California for this reason, imposing a loss to the California
economy and reducing the choices
available to California consumers.
Firms that wish to supply food to California will have to provide documentation of the sources of their ingredients to protect themselves from opportunistic litigation” (Alston and
Sumner 15).

Other side effects would have been environmental and related to research and
development:
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“Compared with GE production, to
achieve comparable pest control, acres
that switch to non-GE production
would be expected to use 50–100 percent more herbicide and 10–30 percent more pesticide with potential for
a heavier environmental burden . . .”
(Alston and Sumner 1).
“Proposition 37 would dampen the

competitiveness of California agricultural R&D itself. . . . Foreclosing the
local market for GE products will provide a competitive advantage to researchers in other states and nations to
the disadvantage of the California
economy. The hostile approach to GE
technologies in Europe has caused
significant R&D to shift to the United
States, and Proposition 37 may have a
similar dampening effect for R&D in
California” (Alston and Sumner 4).
Finally, reduced choice for consumers
would have been the result:
The goal of providing consumers with
additional information and choice is
only met when both (GM and nonGM) product types are carried in food
stores. In the EU, companies resorted
to substituting ingredients to avoid the
label, using lower quality and/or higher priced inputs, something that could
also happen in California for processed products. EU consumers were
not offered much new information,
since no products carried a GM label
after the introduction of mandatory
labeling. (Carter et al. 2012)
Further, many supporters of Prop. 37
(and I-522) have said labeling is a step
toward a larger goal. Ronnie Cummins,
director of the Organic Consumers Association, said, of Prop. 37, “If we pass
this initiative . . . we will be on our way
to getting GE-tainted foods out of our
nation's food supply for good”
(Cummins). Joseph Mercola, a major
donor to the Yes on I-522 campaign,
said,
Personally, I believe GM foods must
be banned entirely, but labeling is the
most efficient way to achieve this.
Since 85 percent of the public will
refuse to buy foods they know to be
genetically modified, this will effectively eliminate them from the market
just the way it was done in Europe.
(Mercola)
The California Farm Bureau opposed
Proposition 37. According to a press
release,
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“Proposition 37 wouldn't do anything
to make food safer or more affordable.
It would just make California farmers
and food businesses less competitive,”
California Farm Bureau President Paul
Wenger said. “Proposition 37 could
force even farmers who don't grow
biotech crops to keep extensive records just in case they were sued by a
bounty-hunting attorney.” (CFBF)
Many newspapers editorialized against
the measure, including the Los Angeles
Times:
Most of the burden for ensuring that
foods are properly labeled would fall
not on producers but on retailers,
which would have to get written statements from their suppliers verifying
that there were no bioengineered ingredients — a paperwork mandate that
could make it hard for mom-and-pop
groceries to stay in business. (LA
Times)

entirely different environment than exists in the U.S. currently. In the EU, labeling followed the general removal of
GE products by market forces.
The EU Law. In force since 2003, the
law requires labeling of GM food and
feed. The “genetically modified” label
should appear in the list of ingredients
(not on the front). The law requires labels to specify any characteristic where
“a food is different from its conventional
counterpart as regards . . . composition,
nutritional value or nutritional effects,
intended use of the food, and implications for the health of certain sections of
the population” and where “a food may
give rise to ethical or religious concerns.” This is much more informative
than the front-of-package label contemplated in I-522.
Exemptions in the EU law include:



Mandatory Labeling Outside of
the U.S.
The Center for Food Safety, an anti-GE
group, counts 64 countries that require
labeling of GE foods and three countries
that ban them entirely. The 64 includes
the 27 member states of the European
Union (EU). There is a lot of variation
among the countries in both the scope of
the requirements and their enforcement.
For example, European countries
(including those outside of the EU) set a
0.9 percent threshold for GE content,
while Asian countries typically have a 5
percent threshold. Additionally, many
countries that have laws requiring labeling on the books either haven’t set up
implementing regulations or aren’t able
to enforce them (e.g., India, Jordan, Ecuador).
Importantly, all of these labeling laws
are effective at the national level; regional authorities are not enacting them
piecemeal. The member nations of the
EU all follow the same EU law on labeling.
The EU experience is cautionary for
Washington, but it was enacted in an
September 2013



Processing aids
Products obtained from animals fed
with GM feed (e.g. milk, eggs, meat)
Foods containing GM material “in a
proportion no higher than 0.9 percent
of the food ingredients considered
individually or food consisting of a
single ingredient, provided that this
presence is adventitious or technically
unavoidable.”

I-522 backers claim the initiative conforms to international standards. For
example, they say, “Initiative 522 is
modeled on the most common global
GE labeling standards. The authors of
the initiative intentionally worked to
ensure that Washington’s labeling laws
would not be stricter than global standards so that it wouldn’t have an adverse
economic impact on our farmers and
food producers” (Campaign).
That is simply not the case. I-522’s
threshold drops to 0.0 in 2019, which
does not happen in the EU. The standards set by the initiative exceed global
standards and would have “an adverse
economic impact” on Washington’s
food economy.
EU Results. In 2010, the European Commission released a report on the law,
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prepared by the Food Chain Evaluation
Consortium (FCEC). Significantly, the
report found that “there have been no
cases of animal or human health problems resulting from GMOs to date”
(FCEC 2010b 4). It summarized:
The introduction of the current labelling provisions coincided with a general withdrawal of products which
would have had to be labelled and this
has not facilitated choice, informed or
otherwise. Finally, there are elements
of the labelling provision which might
be considered misleading, at least for
some consumers, in terms of the
threshold for adventitious and technically unavoidable presence, the inclusion of oil products within the labelling scope and the exclusion of livestock products. (FCEC 2010b 6)
The report gives useful background on
Europe and GE:
Food markets have evolved towards
the dominant use of non-GM supply
chains and the conventional feed sector (more slowly) towards the dominant use of GM supply chains. The
labelling regulations played only a
limited role in these evolutions. Mandatory labelling requirements were
introduced after market forces had determined the direction and pace of
market evolution in the late 1990s and
early 2000s. (FCEC 2010b 6)
Thus, some labeling costs had already
been worked into the system by the time
labeling was mandated:
As a matter of consequence, when the
labelling provisions within Regulation
(EC) No 1829/2003 were introduced,
companies had already introduced
traceability and audit to ensure nonGM supply. The new provisions generated no significant labelling costs,
but did generate additional identity
preservation cost. This is because, in
the meantime, it became increasingly
difficult to source large quantities of
non-GM soybean from Brazil.” (FCEC
2010a 107-8)
Additionally, the report found that
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The availability of GM labelled food
products in the EU is extremely limited. The range of GM labelled products consists primarily of soybean oil
for cooking and some imported products; there are no retailer own-brand
labelled GM products. (FCEC 2010b
6)
But, where GE products are available,
“they tend to be cheaper than non-GM
variants” (FCEC 2010a 113).
The EU law affected the biotechnology
R&D field:
The EU’s agricultural biotechnology
sector could, in the mid-term, generate
benefits to EU society in excess of the
current benefits. The legislation has
been designed to meet public concern
relating to the technology and this has
had an impact on the development of
the sector in that the EU is no longer a
world leader in this field. (FCEC
2010b 5)
Voluntary Labeling in the U.S.
Despite the lack of a mandatory GE labeling scheme in the U.S., there are several avenues through which to find nonGE foods, if so desired. As Robert
Horsch said in a 2004 interview,
In the first case, anything that impacts
the composition, nutritional value or
wholesomeness of foods or that carries
a specific risk for any category of people, must be labeled according to established FDA rules. In the second
case, companies are allowed to voluntarily list information on the label to
inform customers about the product or
how it is made (like organic foods).
Any information on the label must be
verifiable and not mislead consumers.
. . . For GM or non-GM foods, as with
organic foods that do not change the
nutritional content or the safety profile
of the foods, voluntary labels seem
appropriate and are available and in
use where market demand supports
them today. (Food First)
As mentioned earlier, the Non-GMO
Project was formed in 2005 to provide a
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voluntary GE labeling system. It is
“North America’s only independent verification for products made according to
best practices for GMO avoidance”
(Non-GMO). Products that go through
the verification process are labeled as
such. The Project tests “all at-risk ingredients,” by which they mean “any ingredient being grown commercially in
GMO form” (Non-GMO). Then they
require traceability and segregation practices. They set a threshold of 0.9 percent,
because
‘GMO free’ and similar claims are not
legally or scientifically defensible due
to limitations of testing methodology.
In addition, the risk of contamination
to seeds, crops, ingredients and products is too high to reliably claim that a
product is ‘GMO free.’ (Non-GMO)
Eight hundred brands and 10,000 products carry the label. (Brown)
In June 2013, the USDA Food Safety
Inspection Service, which approves meat
and egg product labels, approved the
Non-GMO Project Verified label for
meat and liquid egg products. As one
article noted, “The label attests that certified products came from animals that
never ate feed containing genetically
engineered ingredients like corn, soy and
alfalfa” (Brown). (Such products would
not have to be labeled as GE under I522.) Also, according to the executive
director of the Non-GMO Project, they
“are just starting the process” to get approval from the Tax and Trade Bureau to
get their verified label approved for alcohol. (Brown) (Labels for most other
foods are regulated by the FDA and do
not require premarket approval.)
Additionally, in March 2013, Whole
Foods announced that it would require
all products in its stores containing GE
to be labeled by 2018. Since 2009,
Whole Foods has had its store brand verified by the Non-GMO Project; in all,
the chain already sells 3,300 Non-GMO
Project Verified products. (Whole
Foods)
Another option for consumers concerned
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about GE content is to buy organic. The
use of genetic engineering is prohibited
in organic products.
The stated purpose of I-522 is “to ensure
that people are fully informed about
whether the food they purchase and eat
was produced through genetic engineering so they may choose for themselves
whether to purchase and eat such food.”
Voluntary, market-driven labeling is a
more appropriate way to get there. And,
it’s currently working. As Carter and
Gruère conclude,
Because of rational food processor
decisions, mandatory labeling acts as a
market barrier, and GM products do
not appear at the retail level. The mandatory labeling schemes in place today
may be compared to a voting system
with majority representation, where
the winner takes all. Some consumers
would probably buy GM products if
they had the choice, but the mandatory
labeling system does not give them
any choice.
In contrast, voluntary labeling provides consumer choice as long as the
maximum willingness to pay for nonGM products exceeds the corresponding price premium. This is why most
economists argue that voluntary labeling is more efficient—it allows consumers to choose product quality. Voluntary labeling is like a voting system
with proportional representation,
where a share of the market may buy
non-GM food, and the rest will buy
mixed conventional and GM food.
(Carter and Gruère 2003)
Washington’s Share of the Food
Economy
As noted, all of the mandatory labeling
laws currently in place are at the national level. Even the laws enacted or close
to being enacted in American states have
backstops requiring additional states to
join them. This is because whether a
producer or retailer remains in Washington will depend to some extent on
whether Washington’s share of the national food economy is more attractive
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Table 1: Crops In Which Washington Was In the Top Ten Nationally (By Value) in 2010

Crops
Hops
Spearmint Oil
Wrinkled Seed Peas
Peppermint Oil
Fall Potatoes
Lentils
Dry Edible Peas
Wheat
Barley
Dry Edible Beans
Haylage
Fruit
Apples
Concord Grapes
Sweet Cherries
Pears
Niagara Grapes
Nectarines
Apricots
All Grapes
Prunes and Plums
Tart Cherries
Freestone Peaches
Vegetables
Carrots for Processing
Sweet Corn for Processing
Asparagus
Green Peas for Processing
Summer Onions
Fresh Sweet Corn
Berries
Red Raspberries
Cranberries
Strawberries
Blueberries

National
Rank

% of US

1
1
1
2
2
3
3
4
6
7
10

79.8
74.6
67.2
27.7
22.7
9.9
9.1
6.7
3.2
4.3
2.0

1
1
1
1
2
2
2
2
3
3
7

59.7
43.4
49.9
47.9
25.4
3.5
9.0
4.5
1.1
8.1
1.2

1
2
2
2
2
5

36.0
24.4
28.5
25.1
21.4
8.3

1
5
5
5

92.3
1.6
0.4
10.1

Source: 2011 Washington Annual Agriculture Bulletin, USDA
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than the costs of labeling are high. There
are 49 other states in which to do business.
By value of principal crops, Washington
produces 3.14 percent of total national
crop value (11th in the nation). Washington’s share of groceries and other
foods for human consumption is 2.49
percent (13th in the nation). Washington
is a good-sized market, but it is much
smaller than California, whose voters
rejected mandatory labeling.
Washington’s Agricultural Industry
Agriculture is very important to our
economy. According to the Employment
Security Department (ESD), in Washington,
Agricultural-production value rose by
11.5 percent from 2009 to 2010, while
gross state product rose by 3.9 percent
over the same period. In inflationadjusted dollars, the increase in agricultural-production value was 17.6
percent. (ESD iii)
Additionally, “The agricultural component to the state’s labor market has been
a mitigating factor to unemployment in
the state over the three-year period from
2009 through 2011” (ESD iii).
In 2011, value of agricultural production
in Washington totaled $9.169 billion.
The top three commodities were apples
($1.831 billion), milk ($1.277 billion),
and wheat ($1.138 billion). (WSDAa)
Additionally, Washington’s production
is in the top ten nationally (by value) in
a number of crops. (NASS 2011) Certified organic foods totaled $284.4 million, 3.1 percent of the value of total
agricultural production in Washington.
As noted above, Washington produces
3.14 percent of total national crop value
(11th in the nation). This figure understates the importance of Washington in
certain areas: Washington produces
12.99 percent of the national fruits and
nuts crop value, second only to California, and Washington is fifth in commercial vegetable production value. The
state is 18th in field crops value. (NASS

Page 14

Chart 1: Annual Change in Average Price Received for
Washington Apples
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80%

60%

40%

20%

2013)
Some GE crops are grown in Washington. About 85 percent of corn grown
here is GE; 10 percent of alfalfa is GE;
and almost all canola is GE. Any sugar
beets grown in state (which may or may
not happen, depending on the year) are
GE. Corn, alfalfa seed, and canola were
among the top 40 agricultural commodities grown in Washington in 2011.
(WSDAa)
In 2011, there were 39,500 farms in
Washington. (WSDAb) As a report from
Washington State University (WSU)
notes,
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Chart 2: Annual Change in Average Price Received for
White Wheat
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There are also extensive downstream
food processing and manufacturing
industries that are closely tied to agriculture employ [sic] large numbers of
workers which amplifies the total economic impact of agriculture in the
state. Agriculture also supports a number of related industries that provide
the resources that make farming possible, such as fertilizer and seed suppliers. (Brady and Taylor)
According to the WSDA, food and agriculture is a $46 billion industry in the
state (including indirect economic impacts). (WSDAb) Prices are volatile, as
shown by Charts 1 and 2. A 2011 report
(using 2008 data) from WSU estimated
that agricultural production in Washington created $16.5 billion in total economic impact, food processing and manufacturing created $17 billion in total
economic impact, and agriculture and
forestry support industries created $1.8
billion in total economic impact. Food
processing and manufacturing’s value
added totaled $1.5 billion. (Brady and
Taylor) WSDA estimates that food processing is a $15 billion industry.
(WSDAc)
Bureau of Economic Analysis (BEA)
gross domestic product data shows that
crop and animal production made up
1.45 percent ($4.412 billion) of private
industry GDP in Washington in 2011.
Food, beverage and tobacco product
manufacturing made up 1.13 percent
($3.427 billion). Warehousing and storPage 15

age made up 0.26 percent ($797 million).
Regarding those food processing and
manufacturing industries,
The single largest is frozen food manufacturing which produces $500 million in value added. Fruit and vegetable processing generates $313 million
in value added, followed by animal
processing ($234 million) and dairy
product manufacturing ($154 million).
...
The frozen food industry is another
major driver of employment (7,500
jobs and wages of $366 million). Animal processing, slaughtering, and rendering employs 3,722 people with total
wages of $160 million. Fruit and vegetable processing employs 3,700 people
that receive approximately $170 million in wages. (Brady and Taylor)
According to ESD, crop production employs an average of 59,670 (2.10 percent
of total state employment); food manufacturing employs 34,309 (1.21 percent);
agriculture and forestry support activities employ 17,964 (0.63 percent); warehousing and storage employs 10,310
(0.36 percent); animal production employs 6,336 (0.22 percent); and beverage
and tobacco products manufacturing employs 4,694 (0.17 percent). (ESD)
Agriculture is important to the entire
state, but it is especially so for the east
side of the state:
While many other sectors are larger
than agriculture they are mostly concentrated in the western part of the
state. Agriculture is the central economic driver for most communities,
both small and large, east of the Cascade Mountains. (Brady and Taylor)
BEA’s metropolitan statistical area
(MSA) data (BEA does not have countylevel data) shows that agriculture’s presence is clearly felt most in particular areas. For example, in the Seattle-TacomaBellevue MSA, crop and animal production accounts for 0.06 percent of private
industry GDP, and food manufacturing
accounts for 0.81 percent. Meanwhile, in
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the Yakima MSA, crop and animal production accounts for 19.29 percent of
private industry GDP and food manufacturing accounts for 3.52 percent.
Based on county level data from WSDA,
79.7 percent of production (by market
value of crops) took place in counties
east of the Cascades. Conversely, 70.9
percent of food processing (by gross
sales) took place in counties west of the
Cascades. (WSDAc)
These processed foods will be especially
impacted by I-522. Processing often includes adding sugars or corn products
that are usually GE. The more ingredients used, the more likely the final product contains GE.
Agricultural Trade
Trade is significantly important for
Washington’s economy—40 percent of
jobs in Washington are trade-related.
(WCIT) Many of Washington’s agricultural products are exported. The Origin
of Movement (OM) data series from the
Foreign Trade Division of U.S Census
Bureau is the most widely cited source
for data on exports by states. As measured by the OM series, the value of exports from Washington state in 2011
was $64.8 billion, which was 6th highest
among the states. Expressed relative to
population, Washington’s figure of
$9,483 per capita ranked 3rd highest
among the states. (WashACE 2012) The
five sectors with the greatest value of
exports were: transportation equipment
(mostly Boeing jets), $28.1 billion; raw
agricultural products, $11.4 billion;
computers and electronic products, $3.7
billion; petroleum products, $3.6 billion;
and processed agricultural products,
$2.9 billion.
According to the U.S. Department of
Transportation’s Freight Analysis
Framework, in 2011, foods represented
65.5 percent by weight and 39.5 percent
by value of exports through Washington’s seaports.
The $11.4 billion figure for Washington’s exports of raw agricultural products greatly overstates the value of statePage 16

Table 2: Washington Processed Agricultural Export Industries

Fruit & Vegetable Preserves
Dairy Products
Meat & Meat-Packing Products
Foods Not Elsewhere Specified
Grain & Oilseed Milling Products
Seafood Products, Canned, Prepared
Animal Foods
Bakery & Tortilla Products
Sugar & Confectionery Products
Total

Rank
1
2
3
4
5
6
7
8
9

Exports
(millions)
$1,022.6
$485.5
$338.0
$335.1
$297.1
$206.8
$73.3
$67.1
$61.0
$2,886.4

Table 3: Top 10 Markets Receiving Washington Processed
Agricultural Exports in 2011

Japan
Canada
Philippines
Mexico
China
South Korea
Hong Kong
United Kingdom
Taiwan
Indonesia

Rank
1
2
3
4
5
6
7
8
9
10

Exports
(millions)
$495.4
$487.8
$306.2
$237.3
$185.4
$106.1
$85.5
$84.6
$84.4
$82.7

grown products that are exported.
(Cassey 2010) The OM series allocates
exported goods to the location which the
export journey begins. For manufactured
items (including processed foods) this is
generally the place where the good was
made. For bulk agricultural commodities, the export journey often begins at a
consolidation point near or at the port
from which the products exit the country. Large quantities of wheat, corn and
soybeans grown in the Midwest passing
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through Washington’s ports are counted
as Washington exports in the OM series.
Pass-through exports are less of a problem with OM data on processed agricultural products. Table 2 shows 2011
Washington exports for the nine food
processing industries presented in the
OM series. Preserved fruits and vegetables ranks first, with over a billion dollars exported in 2011. Dairy products
ranks second, with nearly a half billion
dollars exported.
Table 3, which is drawn from a study by
WSU economists Andrew Cassey and
YunFei Zhao, shows the top 10 markets
for processed food exports in 2011,
based on the top 6 industries from Table
2. These 10 markets together account for
80 percent of exports. The top five markets (Japan, Canada, the Philippines,
Mexico and China) account for 64 percent.
An alternate series of estimates of agricultural exports by state is prepared by
the USDA Economic Research Service
(ERS). The ERS estimates are calculated
assuming that each state’s share of national exports for a commodity is equal
to the state’s share of farm receipts for
that commodity. ERS’s numbers for
Washington for 2011 are shown in Table
4 (see page 18).
By ERS’s estimate, the value of Washington’s agricultural exports in 2011 was
$3.3 billion. Wheat was the most valuable single commodity, at $803 million.
The state provided 7.2 percent of total
U.S. wheat exports and ranked fourth
among the states. The second largest
category for the state was fresh fruits
($727 million), and processed fruits was
third. ERS ranked Washington second
among the states in both of these categories, behind California.
The ERS methodology, however, generally underestimates Washington’s agricultural exports. Because of the state’s
location relatively far from the U.S.’s
eastern population centers and its good
maritime connections to Pacific Rim
markets, a disproportionate share of its
agricultural production is exported. ConPage 17

Table 4: Estimated Washington Agricultural Exports, 2011

Wheat
Fruits, Fresh
Fruits, Processed
Vegetables, Processed
Dairy Products
Vegetables, Fresh
Planting Seeds
Beef and Veal
Feeds and Fodder
Grain Products
Hides and Skins
Corn
Pork
Tree Nuts
Vegetable Oils
Oilcake and Meal
Sugar and Products
Chicken Meat
Rice
Soybeans
Cotton
Tobacco, Unmanufactured
Other Products 1/

Value
(Millions)
$803.2
$726.9
$463.7
$232.3
$154.0
$143.2
$66.4
$60.4
$55.9
$39.3
$29.7
$25.6
$1.9
$0.8
$0.4
$0.4
$0.1
$0.0
$0.0
$0.0
$0.0
$0.0
$502.9

Total Agricultural Exports

$3,307.2

Share of
U.S.
7.2%
16.2%
16.2%
6.4%
3.2%
6.4%
4.7%
1.1%
1.0%
1.0%
1.1%
0.2%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
2.4%

Rank
4
2
2
3
10
3
6
18
16
22
18
30
34
17
39
39
16
22 (Tie)
7 (Tie)
32 (Tie)
18 (Tie)
9 (Tie)
13

2.4%

1/ Includes live animals, other meats, animal parts, eggs, wine, beer, other beverages,
coffee, cocoa, hops, nursery crops, inedible materials, and prepared foods.
Source: USDA Economic Research Service

sider, for example, wheat. For the nation
as a whole, 40 percent of wheat is exported. Eighty-five to 90 percent of
Washington-grown wheat is exported.
(Tozer et al. 2013)
Industry Concerns with Labeling
Given the importance of agriculture to
Washington’s economy, growers and
processors have a number of concerns
with I-522. As Henry Bierlink of Whatcom Farm Friends summed it up, “Most
of our farmers are pretty clearly in favor
of being able to have genetically modified organisms as part of the tool base
that we need to address all the challenges of the future.”
Dave Zepponi, President of the North-
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west Food Processors Association
(NWFPA), said,
GE Labeling should be reserved for
those companies willing to take the
entrepreneurial risk and carve out the
niche market for GE Free products
without unfairly using government
policy to create barriers to entry to
markets and significantly changing the
cost structure of the industry and its
overall profitability and performance.
(Zepponi)
Alan Schreiber, of the Asparagus Commission and the Blueberry Commission,
said,
The number of crops that are GMO is
a short list, and then some of those
things—like papaya—don’t feature
that prominently in our diets. Some
things like squash aren’t grown around
here, so that’s not really a factor. It
comes down to alfalfa and corn and
canola and soybean and beets. You
would think the produce industry
wouldn’t be that big of a deal but it is.
It gets you in places you don’t really
think about: Processed strawberries,
pickled asparagus.
Some berries grown in Washington are
processed with sugar. As Schreiber said,
“If you don’t want them labeled GMO,
then you’ve got to find another source of
sugar. Right now West Coast sugar is
mostly beet sugar. . . . They’ll have to
label or try to find an alternative source
of sugar and there’s not enough cane
sugar around.” Similarly, Schreiber noted, “The vinegar used to pickle asparagus is all GMO, or presumed to be all
GMO.”
The Washington Association of Wheat
Growers said that I-522 “is about creating an unnecessary and expensive regulatory system that will ultimately hit
Washington consumers in the pocketbook” (WAWG). Zepponi explains how
that would happen:
. . . two key aspects of pricing will be
directly impacted by a GE Labeling
mandate: First, basic operating costs
certainly will be increased. Second,
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there are fewer qualified sources of
supply available to processors. The
scarcity of supply will drive costs upward. (Zepponi)
Generally, industry is concerned about
compliance costs and inconsistent regulations. Additionally, GE foods have
important applications in our food supply; by singling out and vilifying GE
foods, we could be precluding future
biotechnology breakthroughs.

Testing for and tracking GE presence
would be a costly undertaking, even at
higher thresholds. To be sure, “The
Measure imposes de facto recordkeeping
requirements because all levels of the
supply chain must be able to demonstrate compliance” (Northbridge 2013
9).

Compliance. Compliance would be complicated and costly for industry. First, as
noted above, it may be technically impossible to test for a zero percent GE
presence. The threshold level of GE material allowed

Northbridge estimates that one-time implementation and paperwork costs
would be $264 million. (Northbridge
2013 9) For reference, we estimate that
retail expenditures on groceries in
Washington in 2012 were $16.4 billion.

. . . is a parameter that is continuously
tested at the farm, at the elevator, in
transit, and at processing and production facilities. The lower the threshold,
the more frequent testing is required
and the more costly intervening steps
are required to ensure isolation of nonGE from GE material. (Northbridge
2013 7-8)

NWFPA president Dave Zepponi noted
that testing for GE can cost $200 per
test. Another expense comes from needing “additional [stock keeping units] to
segregate products with GE in them
from those that do not” (Zepponi). Further, “Companies will have to invest in
new processes and procedures—they
may need a separate plant for GMO—
and those are huge capital costs”
(interview with Zepponi).

Not only is the 0.0 percent threshold
technically unachievable, it is also tricky
to identify GE in processed foods. A
2012 memo from Northbridge found:

Table 5: Costs to Establish Paperwork Tracking
Systems

78% of the food that would be required to be labeled ‘genetically engineered’ under Prop 37 does not contain reliably detectable levels of transgenic DNA or proteins because of production processes that either chemically or physically break down transgenic
proteins an DNA. Generally, the more
processing a food has undergone, the

Washington
Establishments
Producers
Intermediaries
Retailers

less likely the transgenic DNA or proteins will be detectable. (Northbridge
Memo)

1,047
905
6,085

An example from the NWFPA:
We have heard from one of our small
members who attempted to venture
into the GMO Free market with a veggie burger. Her experience was time
consuming and expensive. Even socalled GMO Free suppliers weren’t
able to commit to field level compliance and no one was willing to guarantee the ingredients she had in her
formulation were GMO free according

One-Time
Implementation
Costs per
Establishment

One-Time
Paperwork Costs
per Establishment

Annual
Paperwork Costs
per Establishment

$369
$45,285
$28,273

$79
$1,229
$145

$139
$3,331
$6,794

Source: Northbridge Environmental Management Consultants

September 2013

Page 19

to EU standards (which aren’t as stringent as those proposed by I-522 in
Washington State). She opted to reformulate her product at an incredible
cost and great financial distress to her
company. The ongoing testing of
product, diminished raw product
sourcing pool, and additional tracking
systems have significantly added to
her cost of production and have
reached into the tens of thousands of
dollars simply to find appropriate alternative sources and validate quality
and market acceptance of the new formulation. (Zepponi)
A New York Times article also outlined
the certification process:
Every ingredient in a product must be
verified by affidavit, and storage and
processing facilities, as well as transportation equipment, must be scrubbed
of all traces of genetically modified
supplies.
Those requirements may be too high a
hurdle for some food processors. Big
makers of pivotal ingredients like corn
and soy oil, for instance, cannot easily
switch back and forth between genetically engineered and conventional
sources.
Even companies that use conventional
crops in production have to work hard
to get certified. Silk, a large maker of
soy and nut “milks,” has used soy
beans from plants that are not genetically modified since its founding.
But it took the company some eight
months to gather and compile lists of
all its ingredients, affidavits from suppliers, test records and other information, then go through independent
testing for confirmation, before its
products gained non-G.M.O. certification—and it helps underwrite the NonGMO Project. (Strom)
In the end,
GE labeling will likely impact the balance sheet in a couple significant
ways: First, greater reserves available
for litigation and settlements. Second,
cash utilization for mandated operaSeptember 2013

tional fixes not resulting from annual
operations and finally, reduced equity
(value) resulting from shrinking margins to absorb operational expenses . .
. . (Zepponi)
As the NWFPA testified before the legislature,
. . . substantiation would be required
of all food processors who do not declare the presence of GE ingredients
on their product labels. Testing and
substantiation carry a significant cost,
as any organic or GE-free food processor knows from experience. . . .
These companies invest significant
resources in differentiating themselves
in the marketplace to provide products
that certain consumers want and for
which they are willing to pay. A company with many different product
lines, each with a variety of ingredients from multiple sources, would face
significant costs to prove to regulators
and private litigants that they are not
misleading in their labeling. Compliance and verification extends far beyond Washington’s borders, across the
supply chain. . . . (Curry)
Inconsistent, uncertain regulations. Another concern is the implementation of a
patchwork of regulations given that labeling would only be required in Washington:
Without question, most all food processors will be negatively impacted by
GE labeling laws, especially if they
are implemented in a patchwork way.
As risk of litigation and supply increases, and each will, the value of
food processors will correspondingly
diminish. (Zepponi)
The NWFPA testified that I-522’s labeling requirements would
. . . put Washington processors at a
competitive disadvantage relative to
processors in other states.
Individual state labeling regulations
impact the production and distribution
of food nationally. Nationally uniform
labeling policy is critical because uni-
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form labeling minimizes confusion,
increases consumer confidence, and
helps control labeling and distribution
costs to consumers. If one state establishes a rule on food labeling, a company must shift production and distribution to accommodate that law. This
process involves increased production
costs and ultimately impacts the consumer. (Curry)
Additionally, I-522 could run afoul of
federal law.
FDA requires that any label statements
about the presence or absence of GE
ingredients must be truthful, not misleading and must be substantiated.
Since FDA does not consider the
methods used in plant development to
be material information for the purposes of labeling, label statements that
imply that products with or without
GE ingredients are somehow better or
different than their approved traditional counterparts may be considered
misleading or untruthful under federal
regulations. I-522 raises many questions about whether Washington law
would be in conflict with federal regulations by misleading consumers about
the superiority of one product over
another or by not providing sufficient
information about the nature of the
modification. (Curry)
Earlier this year, the Hawaii attorney
general was asked to weigh in on the
constitutionality of a proposed GE labeling scheme in that state. The attorney
general’s office found that it would
very likely be found unconstitutional
because (1) state efforts to require
GMO labels have been preempted by
the federal government, (2) it violates
the First Amendment protections of
commercial speech, and (3) it violates
the Commerce Clause. (Hargrove)
The analysis notes that the since “there
is no federal mandate to label GMO
food, any state effort to do so would be
contrary and inconsistent with the misbranding provisions of the FDCA and be
expressly preempted” (Hargrove). It also
refers to a decision of the Second Circuit
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Court of Appeals, in which a Vermont
requirement that milk be labeled if produced from cows treated with growth
hormones was determined to be
an impermissible restriction on the
dairy producers’ right to free
(commercial) speech. The court
reached this conclusion despite Vermont’s argument that the legislation
was justified on the basis of consumer
protection and a citizen’s right to
know. (Hargrove)
Benefits of GE. As the USDA notes,
“The application of biotechnology in
agriculture has resulted in benefits to
farmers, producers, and consumers. Biotechnology has helped to make both insect pest control and weed management
safer and easier while safeguarding
crops against disease” (USDA). Indeed,
“On balance, herbicide-resistant GM
crops are less damaging to the environment than conventional crops grown at
an industrial scale” (Gilbert).
Additionally,
Agricultural biotechnology has been
used to protect crops from devastating
diseases. The papaya ringspot virus
threatened to derail the Hawaiian papaya industry until papayas resistant to
the disease were developed through
genetic engineering. This saved the
U.S. papaya industry. Research on
potatoes, squash, tomatoes, and other
crops continues in a similar manner to
provide resistance to viral diseases
that otherwise are very difficult to
control. (USDA)
As the papaya case illustrates, GE can
be hugely important for threatened
crops. Similarly, since the mid-2000s,
citrus greening has been killing orange
trees in Florida. Both the industry and
USDA are trying to find a solution
through GE. For example, one citrus
company is testing the use of a spinach
gene in its orange trees to fight off the
bacteria.
Further,
Oranges are not the only crop that
might benefit from genetically engiPage 21

Chart 3: Distribution of Consumer Food and Beverage Expenditures
Dairy Products*
5.4%
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Products*
7.1%
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Sugar & Other
Sweets*
1.9%

Fruits &
Vegetables*
9.6%

Meats, Poultry,
Fish & Eggs*
11.1%

Fats & Oils*
1.5%
Alcoholic Beverages
11.8%

Misc. Foods*
9.2%

Food Eaten Away
from Home
37.6%

Nonalcoholic
Beverages*
4.8%
*Food at Home (Groceries)

neered resistance to diseases for which
standard treatments have proven elusive. And advocates of the technology
say it could also help provide food for
a fast-growing population on a warming planet by endowing crops with
more nutrients, or the ability to thrive
in drought, or to resist pests. Leading
scientific organizations have concluded that shuttling DNA between species
carries no intrinsic risk to human
health or the environment, and that
such alterations can be reliably tested.
(Harmon)
The Washington Association of Wheat
Growers adds that WSU researchers are
“looking for ways to enhance wheat
through genetic modification to allow
those with wheat intolerance or celiac
disease to eat wheat” (WAWG). Such
GE research could save and enrich the
foods we consume. If Washington follows the EU into a mandatory labeling
scheme, we may also lose ground in biotechnology research and development.
Should I-522 pass, if Washington farmers are faced with a commodity threatenSeptember 2013

ing disease or pathogen (like the papaya
ringspot virus), farmers may be deterred
from adopting and employing novel varieties of crops that could protect against
such a threat on the grounds that there
would be no market for stigmatized GE
crops.
Consumer Costs
Industry concerns with I-522 translate
into higher prices and less choice for
consumers, all while not providing much
by way of information. As discussed
above, many food items—whether they
contain GE or not—would be exempt
from the labeling requirement. Chart 3
shows the distribution of consumer food
and beverage expenditures across 10
broad categories nationally in 2011 as
measured by the U.S. Bureau of Labor
Statistics (BLS) Current Expenditure
Survey. (BLS 2013) It is well known
that the Current Expenditure Survey understates various categories of consumer
expenditures. (Garner et al.) We have
corrected for this understatement using
weights calculated by researchers at
BLS and the Bureau of Economic Analysis. (Passero)
The eight categories of food at home
(i.e. food purchased at grocery stores)
together comprise 50.6 percent of expenditures. Alcoholic beverages
(consumed both at and away from
home) are 11.8 percent. Food eaten
away from home (e.g. at restaurants or
school cafeterias) is 37.6 percent. Of the
10 categories, the four shown in light
blue (food eaten away from home, alcoholic beverages, meats etc., and dairy
products) are generally exempt from I522’s labeling requirements. Together
these categories comprised 66 percent of
consumers’ food and beverage expenditures. The initiative will provide consumers with genetic engineering information for only one-third of their purchases.
Higher food prices. Northbridge Environmental Management Consultants
have estimated the cost to Washington
consumers. The Appendix to this special
report provides the details of their analyPage 22

Table 6: Estimated Range of Cost Increase in Annual Food Spending, by Household Size

Household Size
2015 to 2019
2019 and Beyond*

2
$97-$260
$220-$260

3
$150-$390
$340-$390

4
$200-$520
$450-$520

5
$240-$650
$560-$650

6
$290-$790
$670-$790

*I-522 would set a 0% threshold for labeling in 2019. No existing data is availiable for the costs of complying with a
threshold that low. Thus, exisiting data for obtaining non-GE ingredients to achieve a 0.5% threshold was used as a proxy
for 0%. This means that the compliance costs shown for 2019 and beyond are actually understated.
Source: Northbridge Environmental Management Consultants

sis. Here are some of the key assumptions:


Chart 4: Total Food Spending as a Percentage of Income
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Based on the European experience,
few food products will be sold with a
GE label. Some products will be reformulated to qualify for organic certification. Other products will be reformulated to eliminate GE ingredients. Still other products will be withheld from the state.
Based on 2011 data from the U.S. Department of Agriculture Economic
Research Service’s Food Expenditure
Series, per capita spending on food
and alcohol equals $4,752.
Based on BLS’s consumer expenditure survey, 34 percent of this expenditure will be subject to the I-522
labeling requirements.
For these foods, farm ingredients account for 6–12 percent of prices paid
by consumers.
The price premium for organic ingredients is 90 percent.
The price premium for non-GE ingredients at the initial 0.9 percent threshold is 6–30 percent.
The price premium for non-GE ingredients at the mid-2019 and beyond
zero-tolerance threshold 18–90 percent.

Table 6 summarizes Northbridge’s estimates of the annual costs of I-522 for
households of various sizes with food
September 2013
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Chart 5: Groceries as a Percentage of Total Food Spending
70%

Share of Total Spending on Food
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The calculations in Table 6 are broad
averages. The impact on actual households will depend on demographic factors such as the age composition of the
household and its income. The effect of
income is particularly important.
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Chart 6: Expenditures on Groceries as a Percentage of Income

Share of Pre-Tax Household Income

25%
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Regressive impact. Chart 4 (see page 23)
shows total spending on food as a share
of before-tax income by income bracket
in 2011. Data come from the Consumer
Expenditure Survey and have been corrected for underreporting. The share of
income spent on food declines as incomes rise. Households in the lowest
income bracket shown, $15,000–
$20,000, spend 33 percent of their income on food, on average; households in
the largest bracket, $150,000 and up,
spend just 8 percent. This suggests that
the costs imposed by the initiative will
be relatively greater for low income
households.
This disproportionality is intensified
because the share of food expenditures
that are consumed at home (e.g. groceries) declines with income, and food
away from home is exempt from GE
labeling. Chart 5 shows food at home as
a share of total food expenditures by
income bracket. For the $15,000–
$20,000 bracket, food at home is 66 percent of total food expenditures; for the
$150,000 and up bracket, it is 50 percent
of the total.

15%

10%

5%

0%
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expenditures equal to the national per
capita average. For a household of 4, the
annual cost of the 0.9 percent threshold
effective from mid-2015 to mid-2019 is
estimated to be between $200 and $520;
the estimate of cost of the zero-tolerance
threshold from mid-2019 onward is
more than $450 per year. Northbridge
believes that the latter number is understated because of the lack of data on the
cost of meeting a zero-tolerance threshold.

Multiplying the ratio of total food expenditures to income from Chart 4 by
the ratio of groceries to total food expenditures from Chart 5 gives the curve
shown on Chart 6: expenditures on groceries as a percentage of income. For
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households in the $15,000–$20,000
bracket, groceries are 22 percent of income; for households in the $150,000
and up bracket, groceries are just 4 percent.
As Dave Zepponi of the NWFPA notes,
I anticipate in the short run that conflicts on price will arise between retailers and processors. If processors elect
to continue to sell to markets mandating GE Free products or into states
requiring GE labeled products, then at
some point prices must rise, as fewer
companies compete for the shelf space
and scarcity allows for price movement, a GE labeling policy will drive
up consumer prices. This could be as
much as 10% to 20%. I would expect
that many companies will have no option but to bow out of selling to markets unwilling to absorb the additional
costs operation. Those that remain
will be selling to a very small, philosophically elite buyer. I would anticipate middle and low income consumers will be disproportionately disadvantaged by the higher prices, and
[small and medium-sized enterprises]
will absorb the greatest business impact. (Zepponi)
Loss of Variety
In many cases, producers of items for
which there are relatively few sales in
the state will decide it is not worth the
effort to create a non-GE variety. For
this reason, I-522 will result in a reduction in the varieties of groceries available for purchase by Washington consumers. The loss in variety should be counted as a cost of the initiative.
The other thing at the firm level is that
you’re not going to want to have a lot
of varieties and you certainly are going
to slow down the velocity of new
items. It costs $200 per ingredient to
do a DNA test, you have to do that on
a regular basis in order to guarantee it
and mitigate your risk. Those are huge,
huge issues, especially for companies
that are smaller and depend on the velocity of product to keep it fresh. So
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the result to the consumer is that
you’ll have fewer products in the marketplace, so selection is an issue. . . .
(interview with Zepponi)
Columbia University economists Jesse
Handbury and David Weinstein have
studied the value consumers place on
product variety. The Handbury and
Weinstein study uses a database of purchase records of grocery items in the
year 2005 by 33,000 households located
in 37 different metro areas. The data
show that in each metro area the set of
products available includes a relatively
small number of varieties “with high
purchase probabilities and a vast number . . . that are rarely purchased.” Larger markets offer a more diverse set of
products: a metro area “with twice the
population of another one typically has
twenty percent more varieties.” Handbury and Weinstein find that consumers
value this diversity: They estimate that
the loss to consumers from a 10 percent
decrease in the number of varieties
available is equivalent to 0.5 percent
increase in price paid for groceries.
Specialized items consumed by members of small immigrant communities
are particularly at risk, as the low volumes are unlikely to justify the expense
of special labels for the Washington
market. That there are a large number of
such communities is signaled by the fact
that students in Washington’s public
schools speak more than 200 different
languages. (Turnbull 2011)
Enforcement Costs
The initiative provides two enforcement
channels: First the Department of Health
(DOH), represented by the attorney general, may request a court to enjoin violations of the law and may assess penalties
of $1,000 per day. Second, private parties are allowed to take alleged violators
to court. The initiative provides that prevailing plaintiffs may be awarded
“reasonable costs and attorneys’ fees in
investigating and prosecuting an action .
. . .”
The fiscal impact statement for the initi-
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ative prepared by the Office of Financial
Management estimates that, after the
startup phase, the Department of
Health’s annual cost would be $741,000.
Of this amount, $210,000 would go to
program development, $231,000 to compliance and enforcement and $300,000
to laboratory sampling and testing. DOH
estimates that it will need 4.8 full time
equivalent (FTE) employees to staff the
program.
Given the scope of foods and associated
supply chains that would be impacted by
I-522’s regulations, these estimated costs
of monitoring, testing and enforcement
are significantly underestimated. The
cost estimates suggest that the DOH program will be minimally scaled relative to
the size of the market of foods subject to
the labeling requirement.
As we noted earlier, it is often difficult
to detect GE ingredients in processed
foods. A regulatory process that relies
primarily on laboratory testing of items
plucked from supermarket shelves will
be ineffective in many instances. Effective regulation will require following
paper trails up supply chains and inspecting production, transportation and
storage facilities to determine whether
appropriate procedures are in place to
segregate GE and non-GE ingredients.
Many of these supply chains extend beyond the state’s borders to places where
the ability of Washington state regulators to operate is problematic. Indeed, in
testimony before the Senate Agriculture,
Water and Economic Development
Committee concerning a 2012 bill with
provisions similar to I-522 (Senate Bill
6298), the state Department of Agriculture’s Assistant Director for Food Safety
and Consumer Services stated that the
department had concerns about the
state’s ability to legally enforce regulations on interstate sales of food products.
(Robertson 2012)
The state’s organic food certification
program shows what it costs to run an
effective program. This program has
22.3 FTE employees and an annual
budget of $2.5 million. (Office of the
Governor 2012) We estimate that the
September 2013

amount Washingtonians spend on foods
potentially subject to the I-522 labeling
requirement is 9 times the amount they
spend on organic foods ($6.4 billion vs.
$700 million in 2012). This suggests that
a program to regulate GE foods might
cost $22.5 million annually with 200
FTE employees.
Other Department of Agriculture food
quality programs are even more costly
than the Organic Food Certification Program: The grain inspection program
costs $10.1 million per year, with 137.7
FTE employees; the fruit and vegetable
inspection program costs $12.7 million
per year, with 197.1 FTE employees.
(Office of the Governor 2012)
With the minimal level of activity by
DOH, most of the enforcement effort
will fall to private parties. During the
campaign on California’s Proposition
37, which similarly provided for lawsuits to enforce its GE labeling requirement, opponents cited the experience
with private enforcement of that state’s
chemical warning law, Proposition 65.
This proposition has spawned
a lucrative cottage industry of private
lawsuits, or threats to sue. In 2012,
according to a recent report from the
state Department of Justice, there were
397 private Proposition 65 settlements
that totaled $20.4 million, of which
$14.6 million, or 71.3 percent, was
paid to a handful of attorneys who initiated the actions. (Walters 2013)
In May, Gov. Jerry Brown proposed reforming Prop. 65 to end “frivolous
‘shakedown’ lawsuits” (Gov. Brown
2013).
Comment
I-522 would increase costs for Washington consumers and the food industry,
while exempting many products from
labeling requirements. It would also reduce consumer choice and producer supply options.
Washington would be the first state in
the nation to have a general GE labeling
requirement in force. Washington has a
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nationally important agricultural industry, but the state does not dominate the
nation’s interconnected food economy.
Requiring producers and retailers to label products in only one state is bad policy. Additionally, given how important
the agricultural industry is to Washington’s economy, requiring new recordkeeping and extensive new processes to
comply with the law, all while subjecting producers, processors and retailers to
the whims of private enforcers, is objectionable.

Brown, Steve. 2013. “GMO-free label
gets USDA’s stamp of approval.”
Capital Press. June 24.

Further, labeling would be seen as a
warning against the GE product (as the
EU experience shows). This is misleading; GE foods have been safely consumed for decades, and the process is an
important technology for industry.
Washington’s economy is often—
proudly—characterized as high-tech.
Approving I-522 would put the lie to
that characterization.

Carter, Colin A., Guillaume P. Gruère,
Patrick McLaughlin, and Matthew
Maclachlan. 2012. “California’s
Proposition 37: Effects of Mandatory
Labeling of GM Food.” ARE Update
15(6): 3-8. University of California
Giannini Foundation of Agricultural
Economics.
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