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Impact assessment

Documentation and consumer studies

Studies on the effects of health labelling of food products are mainly related to analysis of sales and product development. There are many factors that can affect how consumers perceive labelling of food products, and it is difficult to study the effect of health labelling at the moment of purchase. Furthermore, it is difficult to document health effects from a labelling system, and it is the sum of

several measures that will give a potential effect. The Norwegian Food Safety Authority and the Directorate for Health and Social Affairs have acquired knowledge about existing health labelling systems from other countries. 
Consumer studies, effects of health labelling on the gross sales of food products, as well as product development, have been analyzed. The evaluations of the Norwegian Food Safety Authority and the Directorate for Health and

Social Affairs have put focus on how health labelling affects the market, and how it is accepted by both the consumers and the industry.

Consumer studies

International studies
 have shown that consumers have a need for better labelling of food products, and that they often do not read, or do not understand, the labelling. In addition, studies conducted by the European Food Information Council emphasize the consumers’ need for information on the packaging that is simple and easy to use
. Too much information, and the use of too many numbers, can easily be confusing. 
As of today, we have relatively little knowledge of how (health) labelling affects consumers at the moment of purchase. An overview-article was recently published on how consumers perceive and understand nutritional information and labelling. The article was based on studies from 15 EU countries that were conducted between 2003-2006
. The article concluded that consumers understand the most commonly used symbol labelling models, and that they could repeat key information in experimental situations, but the article also concluded that there are few studies on how labelling is used by the consumers in practical situations. 
Countries that have already used health labelling for several years, can document that consumers are largely aware of and use the system. Studies in Sweden show that approximately 90% of Swedish consumers are aware of the symbol. Finland annually evaluates use and knowledge of the system among consumers, and a significant increase in the past years has been shown. The National Institute for Consumer Research in Norway conducted a quantitative telephone survey in the spring of 2007 on labelling of food products, with focus on consumer opinions and attitudes about labelling of healthy food among Norwegian consumers
. The results showed, among other things, that 59% thinks labelling of healthy food would make it easier to make healthier choices. The majority (89%) was mainly positive toward labelling of healthy good, and 56% believes the government should have the main responsibility for health labelling of food. The study also included a question about whether the consumer prefers symbol labelling that only labels healthy food, or whether they would also like a health label that differentiates between the degrees of healthiness for all foods, something similar to the traffic light. 68% prefer a system that differentiates between the degrees of healthiness.
Effects of health labelling of food products

Market research from countries with health labelling systems documents higher sales of food products with health logos. ICA Nær in Norway, who introduced the keyhole system in 2006, indicates an increase in sales of 14% for keyhole labelled products. In Sweden, the sales of keyhole labelled cheeses have increased by 40% in 3 years. Sales analyses from Sainsbury’s, a grocery store chain in the UK that has implemented traffic light labelling, shows an average decrease of 30% for products that contain one or more red lights.

The effects of health labelling on product development is well-documented. In Australia, 80% of industrial food manufacturers participate in the labelling system. Since the introduction of Australia’s “pick the tick,” the salt content in some pre-made products has decreased with as much as 54%, and products have been developed with 80% less fat content than previous products, in order to meet the label’s requirements. The Swedish food industry is positive toward the keyhole, and the system has stimulated the development of healthier alternatives. In 2004, only one of 8 hard cheeses met the keyhole’s requirements in Sweden, but the system has caused manufacturers to develop cheeses with less fat and salt. In Finland, annual evaluations show an increasing number of products that meet the system’s criteria.
Information initiatives

For the labelling system to be successful, it is important that 1) the industry and grocery store chains accept and use the label, and that 2) consumers understand what the symbol represents, and that the labelling system thus affects purchase behaviour in a healthier direction. At the same time, it is important to communicate that the authorities are behind the system. For this reason, there is a great communication need toward consumers, the industry, and the grocery store chains in the implementation of a new voluntary labelling system.

Experiences from prior campaigns have shown that marketing and information initiatives are associated with high costs. For example, the information initiatives relating to the Directorate for Health and Social Affairs’ tobacco campaign, costs approximately 10 million NOK annually. Based on this, we suggest that the following sums are set aside for information initiatives:  5 million NOK in 2008, 10 million NOK in 2009 and 4 million NOK in 2010.

Some additional information initiatives also have to be budgeted for in the years to come, although the costs of these have not been estimated. 

The largest expenses for information initiatives in connection with the implementation of health labelling, will be necessary in 2008-2010. How great the costs will be will depend on the interest and involvement of the grocery store chains and the industry. Experiences from Sweden show that some grocery store chains use the keyhole in their own marketing strategy. The collaboration with Denmark and Sweden could also provide a benefit with regard to the launch and information initiatives.

Control

The health labelling system will be a voluntary system, but using the system has to be in accordance with established framework and criteria. To ensure that the label is used correctly and that the criteria are observed, it is appropriate to establish a regulation regarding health labelling, as well as an enforcement system. Controls will depend on to what degree the system is being used by the grocery store chains, and how many products that are included in the system. 
The Norwegian Food Safety Authority will perform ongoing controls based on the regulations established. The control work is riskbased, meaning that the Norwegian Food Safety Authority’s district offices will use resources where they believe there is the highest probability and consequences of breaches to the regulations. The Norwegian Food Safety Authority conducts countrywide and regional control campaigns where information about plans and content will be given in advance, and information about results is given afterwards. Sufficient control of the labelling system will ensure the credibility of the system, and is largely a factor in the label’s success. Experiences from Sweden have shown that there is a great need for controls to avoid incorrect labelling of products, and to ensure the labelling system’s credibility.
The Norwegian Food Safety Authority primarily recommends that a regional supervision program for health labelling is established in 2009. The supervision program will be further described and planned in 2008. The assumed cost of such a program is approximately 1.4 million NOK in 2009. This includes controls, chemical analyses, and reporting. This estimate is based on 1 labour-year for controls, analysis of a total of 100 samples (10 products and 10 random samples of each product), as well as ½ labour-year for annual reporting and follow-up.
It is assumed that the use of the label will expand over time, and that there will be a need for increasing enforcement. The Norwegian Food Safety Authority therefore suggests that the supervision program is expanded over a five year period, with a presumed expense of approximately 18.0 million NOK for the years 2009 – 2013. It should be considered whether it is possible to coordinate the controls with activities in other Nordic countries, along with a potential coordination of the analysis work in connection with the food composition table. This could potentially reduce costs.

Administration of the labelling system

Administration of the labelling system will require resources from both the Norwegian Food Safety Authority and the Directorate for Health. It will require fewer resources to base a new labelling system on an already existing labelling system, with regard to developing criteria and collaborating with other countries on its continued development and administration. Until 2010, one labour-year from the Norwegian Food Safety Authority and one labour-year from the Directorate for Health is the estimated requirement to develop, administer, and evaluate the labelling system. This includes the participation in the Nordic workgroup, collaboration with the industry, and development of communication initiatives. But at the same time, the criteria and product groups in the keyhole system have to be continuously revised to ensure accordance with national dietary recommendations, and to influence product development. We assume that the need for resources will be somewhat lessened after 2010.

Administrative consequences are also dependent on whether use of the label is to be reported to the Norwegian Food Safety Authority or not. It is considered an advantage if the Norwegian Food Safety Authority retains an overview of what kind of products the label is used for. Administrative costs are therefore estimated to be in the vicinity of 1.2 million NOK per year, up to and including the year 2010, and thereafter 0.6 million NOK.

Follow-up studies and evaluation

The Norwegian Food Safety Authority and the Directorate for Health recommend that the labelling system is evaluated, both toward consumers and the industry. Through the dialogue with relevant parties, many have pointed out the lack of knowledge and documentation about the effect of a health labelling system. It was emphasized that heath labelling of food products is one of many measures to influence the population’s diet, and that it is not possible to relate an advantageous health effect to the implementation of a health label. Since it is very elaborate to conduct consumer studies at the moment of purchase, little documented knowledge exists on this matter. Heath labelling can be evaluated through sales analyses and product development of labelled products.
It is important to utilize the opportunity of evaluating the market before and after the launch. Toward consumers, it is important to increase the use and awareness of the label, in order to among other things evaluate the effectiveness of information initiatives, and to evaluate actual behaviour at the moment of purchase. Conducting follow-up studies requires resources. Planning and implementation of initial evaluation is recommended performed in 2008, and the costs of this is estimated at 800 000 NOK. After this, one can consider whether the evaluation can be combined with the control of the labelling system, such as

for example the supervision program. It is perceived as advantageous to collaborate with Sweden and Denmark to find suitable evaluation methods, and to reduce the costs. Annual costs in the vicinity of 0.5 million NOK must be taken into consideration.
Costs for the industry and the grocery store chains

If manufacturers and/or grocery store chains decide to start using the new labelling system, this will also entail costs for them, although the use of the labelling system is free. Costs related to the actual labelling of the products is estimated to be low, and it will be up to each manufacturer whether or not they want to spend funds on marketing the label. The desirable product reformation that the implementation of a health logo will probably lead to is probably where the greatest costs for the manufacturers will be, but experiences from other countries also show that the sale of health labelled products will increase overall. The collaboration between the industry, grocery store chains, and authorities, will affect the range of costs for all three parties.
Evaluation of benefits vs. costs

The suggested health labelling system will include dietary factors that reflect the main challenges in Norway, and that is in accordance with recommendations from the health authorities for a healthy diet. The label can be used on a wide range of products that have significance for a healthy diet. The labelling system will stimulate product development toward products with less fat, less saturated fat/trans-fat, less sugar, less salt, and more fibre, and it will also help consumers choose correctly among the healthier alternatives within important food groups in their diet. Market research from countries with health labelling systems shows an increase in sales of health labelled products. The effect of the health labelling on product development is also well-documented. Regardless of what model that is chosen, our evaluation is that health labelling is one of several measures necessary to improve people’s diet and awareness about the connection between food and health. 
An important objective with the implementation of a health labelling system is that it should contribute toward reducing social differences in the population’s diet. It is thus important that the system is understood, regardless of social status, education level (reading skills and language skills), and ethnic background. A simple positive logo seems to appeal to many groups in the population, including groups with lower education and a different ethnic background. In our opinion, the keyhole system is therefore the system that will contribute toward reducing social differences in diet, to the highest degree. Implementation and development of the system will increase interaction between the authorities, the manufacturers, and the stores. In our opinion, this will strengthen the manufacturers’ understanding of the connection between food and health. 
It is not possible to quantify the benefits of a health labelling system. The largest costs will be in connection with the launch of the system in 2009 – 2010, with a peak in 2009, and the estimated cost for this year is close to 13 million NOK. The annual costs will then vary over time, ranging from 5 – 8 million NOK. The overall opinion of the Norwegian Food Safety Authority and the Directorate for Health is that the benefits of implementing a health labelling system in Norway will be

greater than the costs. Without being able to quantify the benefits, the costs related to the implementation and continued administration of a health labelling system, will be lower than the expected contribution the health labelling system gives in the form of a healthier diet. Collaboration with the other Nordic countries will also result in a reduction of the costs of implementing and administering a health logo in Norway.
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