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Economic Impacts of Consumers’
Preference Change and GM Food
Mandatory Labeling Policy: A Genera
Equilibrium Analysis

Chia-Hsun Wu*, Ching-Cheng Chang™

The Department of Health in Taiwan announced that Taiwan would
require mandatory labeling on the imported GM corns and GM soybeans
on January 2003, and then extended the requirement to food with GMO
ingredients in 2004 and 2005. This paper adopts the love of variety
approach to quantify the economic impacts of implementing this new
mandatory traceable labeling policy.

A multi-sectoral computable general equilibrium model is amended
by splitting the corn and soybeans into GM and non-GM varieties taking
into considerations of consumers’ preference change. The decision of
producers and consumers to use GM vs. non-GM corn and soybeans in
their intermediate use or final consumption are endogenous. The
results suggest that the impacts of mandatory traceable labeling policy
are strongly influenced by consumer's acceptance of GM foods.
Although the labeling policy does not exert significant impact on the
economy as a whole, the individual sectoral impacts are quite substantial
and diverse.

Keywords: Genetically Modified Organisms (GMOs), Consumer’s
Preferences, Mandatory Labeling, Computable General
Equilibrium Model
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