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for substantial benefits to society. Based
on the CPSC’s injury cost model, the
average annual societal cost of an injury
from charcoal-related CO poisoning is
approximately $10,000. The annual
societal cost of these injuries is
approximately $4 million, given the
estimated 400 such injuries per year.
Additionally, there are an estimated 26
deaths per year from charcoal-related
CO poisonings. Assuming a statistical
value of life of $5 million, these injuries
and deaths cost society about $134
million annually. The avoidance of
these injuries and deaths represents the
maximum potential benefits to society.

The costs to industry of revising the
warning label include one-time, start-up
expenses and continuous, ongoing
expenses. Start-up expenses include the
cost of new printing equipment and
printing plates, artwork, and negatives.
Ongoing expenses relate to the
additional color requirements of the
recommended warning label.

If the Commission were to mandate
the ‘‘optimum’’ warning label described
above, which includes the additional
color requirements, industry
representatives have indicated that
aggregate start-up expenses for the label
could amount to as much as $6 million.
Further, the ongoing costs for added
colors may be around $4 million per
year. If the start-up expenses are
amortized over a 5-year period, the costs
of the revisions to the warning label
may amount to about $5.2 million
annually.

However, the Commission is
proposing to ease the requirements for
the placement of the label on bags of
charcoal and to not mandate additional
colors. The costs of the proposed
revision are estimated to be no more
than $1 million in start-up expenses.
Easing the recommended color
requirements will allow continued use
of current printing equipment. Since the
revised labeling rule is proposed to have
an effective date 12 to 18 months after
publication of the final rule, no
additional burden to industry should
result. This time should allow firms to
use up existing inventories of printed
bags. If any preprinted bags remain
unfilled at that time, the costs of not
using these bags and of discarding them
are not expected to be significant.

Benefits to society from the new label
would exceed costs at 1% effectiveness
if, as proposed, additional colors are not
required and the current label position
requirements are eased. If the label was
required to contain the four specified
colors and the position requirements of
the label were not eased, as in the
‘‘optimum’’ label described above, the
label would need to be about 4%

effective in order for benefits to exceed
costs.

G. Effective Date

The rule applies only to filled
containers of charcoal. Marketers of
charcoal, however, have indicated that
it is not unusual to have an inventory
of printed bags that would take 1 or 2
years to use up. These marketers would
prefer that the revised requirement
relate to the date the bag or other
container was printed, so that all
existing inventories could be used. This
approach would be impractical for the
Commission to enforce, however, since
the staff would have to determine not
only when the bag of charcoal was
filled, but when the bag was printed.
Accordingly, the Commission has
decided to specify that the rule applies
to all containers of subject charcoal that
are filled on or after the effective date.

In order to address the marketers’
concern about inventories, however, the
Commission proposes that the revised
rule will not become effective until
sufficient time has passed for the
industry to use up most of its current
inventory of printed bags. The
Commission estimates that this will
occur on a date that is 12 to 18 months
after the issuance of a final rule. This
will provide time to revise the plates
needed to print the new label, revise
any other plates that may be affected on
the bag, conduct consumer acceptance
tests if needed, print new bags, and
incorporate the new bags into
production. It will also provide time for
existing inventories of printed bags to be
depleted. Of course, manufacturers who
order additional printing of bags
between now and the effective date of
the rule should limit the quantities
ordered so that large numbers of bags
will not have to be discarded or
stickered with the new label.
Accordingly, the Commission proposes
that the effective date will be at least 12,
but not more than 18, months after any
final rule is published.

Although there can be no guarantee
that any final rule will be the same as
the proposed rule, some manufacturers
may wish to voluntarily use the revised
label before the effective date of a final
rule. For such firms, the Commission
will, until further notice published in
the Federal Register, consider labels
complying with the proposal as
complying with the current
requirements of 16 CFR 1500.14(b)(6), as
well as with any revised requirements of
this section, provided that such labels
are brought into full compliance with
the final rule as supplies are exhausted.

H. Regulatory Flexibility Act
Certification

When an agency undertakes a
rulemaking proceeding, the Regulatory
Flexibility Act, 5 U.S.C. 601 et seq.,
generally requires the agency to prepare
proposed and final regulatory flexibility
analyses describing the impact of the
rule on small businesses and other small
entities. The purpose of the Regulatory
Flexibility Act, as stated in section 2(b)
(5 U.S.C. 602 note), is to require
agencies, consistent with their
objectives, to fit the requirements of
regulations to the scale of the
businesses, organizations, and
governmental jurisdictions subject to
the regulations. Section 605 of the Act
provides that an agency is not required
to prepare a regulatory flexibility
analysis if the head of an agency
certifies that the rule will not have a
significant economic impact on a
substantial number of small entities.

The Commission’s Directorate for
Economic analysis examined the
potential effects of the proposed rule on
small entities. [6, Tab G] Businesses
affected by label-change costs may
include charcoal manufacturers
(approximately 10 firms), bag suppliers,
and firms that own a charcoal brand
name (proprietary or private label
brands). Industry representatives predict
that the bulk of the costs of developing
new labels will fall initially on the
charcoal manufacturers. As noted above,
these costs may include those associated
with the development or purchase of
new printing plates, printing
equipment, artwork, and negatives.

Several private label manufacturers
have indicated that they will be
disproportionately affected by a label
change. These firms package charcoal
under a large number of brand names,
which may require hundreds of plate
changes. According to information
currently available, the number of small
firms that may be disproportionately
affected by a label change is not
substantial, as only a few small firms
may fall into this category. Easing of the
margin and color requirements, as
proposed, will substantially reduce
these firms’ costs. These effects may be
further mitigated if the firms are able to
pass costs through to their customers or
if their plates are near the end of their
service life. Costs for other small firms
are not expected to be significant, due
to the relatively small number of brands
and sizes handled by such firms.

The rule should not require small
firms to buy new printing presses.
Manufacturers would be given enough
time to use up existing supplies of
printed bags. Bags filled with charcoal


