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PROCEEDINGS

MS. FAIR: Good morning. On behalf of the
Federal Trade Commission and the Department of Health and
Human Services, I am pleased to welcome you to this two-
day conference, Perspectives on Marketing, Self-
Regulation and Childhood Obesity.

My name is Lesley Fair. I'm an attorney with
the Office of Consumer and Business Education in the
FTC’s Bureau of Consumer Protection. I have but one job
today, which is to keep us on target and on time, and I
have pledged to do that, if at all possible.

There are a few procedures to further that that
I'd like to go through this morning very, very briefly.
First, the question of security. You are required at all
times by the Federal Protective Service to wear the name
tag that you received coming in. Please keep that on at
all times. If, for any reason, you leave the building to
catch a breath of fresh air, to go to lunch, you will
need to go through the security screening process,
through the metal detector again. I will give you more
specifics about that when we leave for lunch today.

In case of emergency, please locate now the
nearest exit to you. I’'ve always wanted to do this
(indicating) .
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(Laughter.)

MS. FAIR: 1If, for any reason, there is an
emergency that would make it unsafe to go outside, we’ll
hear from the security staff for what to do.

Let me call your attention, too, to the
literature table of the main lobby area. We have a
number of presentations and pamphlets from interested
groups.

As far as the restrooms go, they are very close
by; however, to describe where they are would take a
global positioning system. I would simply ask you to go
to the FTC lobby, follow the signs, and if necessary,
leave a trail of breadcrumbs to make sure that you get
yourself back.

Cell phone usage, our audio-visual staff asked
me to remind you that our microphones are on all day,
even during breaks, and that since this event is being
recorded, the sound system is very, very sensitive, not
only in this room, but also in that back lobby area which
is very close to where the sound board is located.
Therefore, in the interest of your personal privacy, if
you wish to make a cell phone call, we ask that you step
into the lobby or step outside, unless, of course, you
have no problem with your phone conversation being on the

public record for this event.
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You have received both the agenda in your
packet, as well as an agenda update. The times remain
the same. We do have some different speakers that are
going to be joining us today. You’ll notice, too, during
the agenda some times for audience question and answer.
During those times, staff will be walking up and down the
aisles with question cards like this. Feel free to get a
card from them, f£ill it out, give it back to them. The
staff member will return your card to the moderator and
we’ll start with questions at the end of the session.
We’ll do our best to answer as many as we can, but do
bear in mind, we are under a tight time schedule.

To ensure that the record reflects as many
viewpoints and perspectives as possible, we are also
having two 30-minute open forum sessions, one from 5:30
to 6:00 today, one from 10:30 to 11:00 tomorrow. These
are brief, as in three-minute sessions, where interested
people can make comments publicly for the record.

Between 10:30 and 1:30 today, you may sign up at the
registration desk at the front of this building if you
wish to speak at one of those public forum sessions. If
you’re in the overflow room, just notify a staff member
of your interest. If there are more people interested in
speaking than we have spaces, there will be a lottery.

Folks will be selected at random. We will be announcing
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7
and posting later today the lucky winners of that lottery
and when they will be speaking.

If, for any reason, there are additional
comments that you would like to make, let me just mention
that the public record will remain open until Friday,
July 29th. We would welcome comments from everyone about
what they hear today and other related issues. You can
either file those comments with the Secretary of the
Federal Trade Commission or go online and file them

through our link at www.ftc.gov.

You’ll also notice a lot of staff members with
blue ribbons. These are the members of the Host
Committee from HHS and FTC here to make this what we hope
to be an edifying and useful experience.

(Phone ringing.)

MS. FAIR: Hello?

Yes, they’re here, but they’re in the middle of
a two-day conference. Can I pass on a message?

Sure, I’1l1l tell them. Bye-bye.

It was for you. They asked me to remind you to
please turn off your cell phones and pagers.

(Laughter.)

MS. FAIR: To begin our proceedings today, I am
honored to present the Chairman of the Federal Trade

Commission, Deborah Platt Majoras.
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(Applause.)

CHATRMAN MAJORAS: Well, thank you very much,
Lesley. Good morning and welcome, everyone, to the
Marketing, Self-Regulation and Childhood Obesity
Workshop. I would like to express my appreciation for
the hard work of the staffs of the Department of Health
and Human Services and the Federal Trade Commission who
have made this, I see, quite popular event possible.

A couple of months ago, Bart Simpson was sent
off to fat camp after he gorged himself on junk food from
the school vending machines, and Jay Leno introduced a
new version of a wall chart for parents to use to record
their children’s growth, only now horizontally. And
while these were funny sketches, in truth, childhood
obesity is no laughing matter. These popular media
segments, as well as this huge crowd we have drawn today,
illustrate that we all know we have a problem.

What brings us together this morning and over
the next two days is, at bottom, a shared concern for the
health of our children. Our nation is engaged in a
vigorous debate over what factors contribute to childhood
obesity. There are many alleged suspects. Developers
for the suburban sprawl that puts us in our cars rather
than on our feet; schools for cutting physical education

programs and meeting budget shortfalls through vending
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machine sales; video and computer games and television
for competing with more physical playtime; parents for
overindulging children and failing to set a good example
and buy healthy foods; restaurants for increasing portion
sizes; and the food industry for an abundance of good-
tasting, convenient, affordable and calorie-laden foods,
which often are marketed in ways that directly appeal to
children. And I'm sure others here could identify some
other potential causes.

But we will accomplish little over the next two
days if we merely engage in finger pointing on the one
hand or defense of the status quo on the other. Our goal
at this workshop and beyond must be to identify ways that
we can work together, industry, government, health
experts, consumer advocates and, of course, parents, to
teach our kids how to eat better and to encourage them to
develop healthy lifestyles. We must look ahead.

The HHS knowledge on public health issues, as
well as FDA and the other agencies within that umbrella,
are invaluable to our efforts and we’re delighted this
morning to have HHS as a cohost.

Our primary focus at this workshop will be on
the advertising and marketing of food manufacturers,
restaurant chains, food retailers and media and

entertainment companies. There is little question that
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10
advertising and marketing can have a powerful influence
on consumers’ buying patterns. But where some view this
as necessarily negative, we see potential to engage the
industry’s experience, technical know-how and creativity.
Industry understands the business consequences of failing
to respond to market demands, and it is these market
forces that have potential to improve the nutritional
profile of the marketplace as a whole, product by
product, company by company.

Industry knows how to inform consumers about
positive nutritional benefits, maybe even to gradually
change the way we approach our diet and health.

Over the next two days, we will have a series
of presentations and panel discussions to explore what we
know and do not know about childhood obesity and the
impact of marketing. We will take a snapshot of the
current state of food and beverage marketing to kids and
future trends, examine some of the efforts individual
companies are making to modify their products or
marketing techniques to promote healthier food choices
and lifestyles, and review existing industry-wide self-
regulatory efforts.

Our goal is to share perspectives from a
variety of stakeholders and determine whether there are

ways to build on and enhance what is already being done.

For The Record, Inc.

(301) 870-8025 - www.ftrinc.net - (800) 921-5555



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

11

We will hear two presentations this morning to
help set the stage for our discussion. Dr. William Dietz
of the Centers for Disease Control and Prevention has
closely tracked the research on childhood obesity. As
Director of CDC’s Division of Nutrition and Physical
Activity, he is uniquely qualified to provide us with an
overview of the research on rising childhood obesity
rates, the causes and potential strategies for reversing
this trend. Dr. Dietz will help us understand what is
known and unknown about the many factors that influence
children’s diet and health.

Next, Dr. Pauline Ippolito, an Associate
Director in the FTC’s Bureau of Economics, will describe
an ongoing research project comparing current and past
television advertising of foods to children. Her work,
over the years, has documented the important role that
food labeling and advertising can play, not only in
educating consumers about diet and health, but in
spurring competition among food companies to create
healthier products.

There is much that research can tell us today
and much that it cannot. It may never be possible to
reach an irrefutable conclusion about why our children
are getting heavier. The research that exists, however,

will provide the backdrop for the rest of the sessions
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12
which involve taking action.

In our first panel, we will discuss the scope
of food and beverage marketing to kids. Traditional
forms of marketing like television advertising,
obviously, are part of the picture, but marketers today
use a variety of channels and techniques to reach
children, both directly and through their parents. We
know, for example, that children are spending more time
on the Internet, of course, and that advergaming is a new
marketing technique.

We do not want to overlook product packaging
and in-store promotions or marketing in specific venues,
like our schools, and we want to learn about the
licensing of popular children’s characters. A solid
understanding of the scope of marketing and how it has
evolved will give us the foundation to evaluate industry
efforts.

With a common understanding of the scope of
current marketing, our next two panels then will look at
the efforts of individual companies to market healthier
food choices for children. There are many examples of
new approaches to this challenge. The first of these two
panels will focus on product and packaging changes. Some
restaurants are introducing new lower-calorie options to

the menu offerings. Some food and beverage manufacturers
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13
have changed the nutrition profile of their products or
the overall mix of their product lines. Others have
repackaged or resized products to discourage overeating.
So, we want to hear about these initiatives, what has
been successful and what has not, and we want to explore
what it takes to gain consumer acceptance of healthier,
lower-calorie options.

Our second panel on industry initiatives will
focus on advertising and promotion. From this panel, we
will hear about decisions that companies have made to
refrain from marketing in certain venues or to limit the
products they market to children, and we want to hear
about the impact of these actions on their business.
We’ll take a look at seal programs and package icons as a
tool for consumers to evaluate foods and make better
nutrition choices. And, finally, we’ll look at examples
of advertising in marketing campaigns designed around
positive messages on diet and health. The panel will
examine what it takes to have an impact with these
positive health messages.

As part of both panels, we want to have a
candid exchange about the strengths and weaknesses of
these various efforts.

Next, we’ll take a look at the role that media

and entertainment can play in engaging children and
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14
motivating them. As the Institute of Medicine recognized
last year in its report on preventing childhood obesity,
“There is great potential for the media and entertainment
industries to encourage a balanced diet, healthful eating
habits and regular activity.”

We will hear from some media companies about
their efforts to make good nutrition a fun and
entertaining part of their programs and public service
announcements. Our panelists will examine what kinds of
messages have the most impact and what has failed in the
past.

Now, on the second day, our discussion will
turn from the efforts of individual companies to
industry-wide programs. We want to critically examine
self-regulatory standards for responsible marketing of
foods and beverages to children. We will, obviously,
look at the guidelines enforced by the Better Business
Bureau’s Children’s Advertising Review Unit, CARU. CARU
has long played a role on all advertising issues related
to children and we understand it is actively reviewing
their guides. As part of this discussion, we will look
at alternative approaches that have been presented by
other groups and individuals, and we’ll also hear about
what’s happening in Europe, which is grappling with many

of these same important issues.
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I understand that self-regulation has its share
of skeptics. The FTC’s experience has been that
effective self-regulation can have tremendous benefits.
Under the right circumstances, industry-generated action
can address problems more quickly, creatively and
flexibly than government regulation, and they do not
raise the significant constitutional hurdles that
government action carries when we seek to restrict
otherwise truthful commercial speech.

For all of these reasons, self-regulation is a
promising avenue that we must explore, and we need to
have a frank and open discussion, once again, about how
to make self-regulation as effective as possible.

Our closing panel will review what we’ve
learned over the two days and try to identify ways that
we can enhance and replicate the ideas that show the most
promise to improve our children’s diet and health.

I hope at the end of these sessions we will
have a better understanding of how all stakeholders can
collaborate to make real progress in addressing childhood
obesity. Both the FTC and HHS are committed to this
issue. We will do all we can to facilitate creative,
innovative and effective industry efforts. But the
challenge for all of us when we leave will be to seize

this momentum.
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We are well aware that some already are calling
on government to regulate rather than facilitate. We
believe that government has an important role to play in
this important national health issue. From the FTC's
perspective, based on years of experience with
advertising, we believe a government ban on children’s
food advertising is neither wise nor viable. It would
be, however, equally unwise for industry to maintain the
status quo. Not only is downplaying the concerns of
consumers bad business, but if industry fails to
demonstrate a good faith commitment to this issue and
take positive steps, others may step in and act in its
stead.

In our focus on industry and what it can do and
should do, we are not forgetting the key role of parental
responsibility and choice. We know that parents must
decide what foods their young children eat and we know
that children often follow the example set by their
parents, their eating habits and lifestyles, healthy or
not, and unfortunately, obesity rates for adults are also
cause for national concern. But all parents, indeed all
Americans, can use some help, and what we’d like to see
is competition in developing and offering healthier
products that taste great, are convenient and affordable

and even can be fun for kids.
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I thank our many distinguished presenters and
panelists who have come to us today from all over the
country, and even in one instance, from Europe, and we
appreciate the willingness to share insights and
expertise. I'm pleased to have a wide variety of
perspectives for this workshop and I'm encouraged by the
large number of you who have chosen to participate, which
I believe demonstrates your concern, and I do hope,
determination to find viable solutions.

My hope is that our shared commitment will
result in actions that improve the health and well-being
of our children. It is, after all, about them. So, I
thank you very much and it is now a privilege to turn
over the podium to my good friend and a valuable partner
to the FTC in this and many other important health and
consumer issues, who’s substituting for Secretary Leavitt
this morning who was called away, Dr. Lester Crawford,
the Acting Administrator of the Food and Drug
Administration. Thank you very much.

(Applause.)

DR. CRAWFORD: Thank you very much, Chairman
Majoras. 1It’s always an honor to be with you. In the
comparatively short time the Chairman has been in charge
of the FTC, she has certainly defined the position and

moved it to new heights of wisdom and we at FDA always
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18
appreciate that and look for it. So, it’s a great
pleasure to be with you, and also with Senator Harkin,
Dr. Dietz and Dr. Ippolito, as we tackle this very
important issue. I am also very happy that as many
people came as have come. For those of you who are
standing beside the wall, I'm going to be leaving shortly
and you can have this seat right here.

(Laughter.)

DR. CRAWFORD: Feel free to sit on each other’s
laps, that will be good.

(Laughter.)

DR. CRAWFORD: I was also looking at the flags
here and some of you will have already noticed and made
comment amongst yourself about the fact that there is no
FDA flag. The reason for that is 25 years ago, it was
declared objectionable. We always had this big photo
micrograph of the swine intestinal parasite,
macracanthorhynchus hirudinaceous, and so, we had to take
it down. We can still pronounce it, though.

(Laughter.)

DR. CRAWFORD: Now, the other thing I wanted to
talk about is FDA’'s perspective on obesity. This is a
complex problem, as you know, that will not disappear
quickly, but it behooves all of us today to put our best

efforts into halting and reversing the trends of obesity,
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particularly in our children.

Among the HHS initiatives that I will talk
about briefly, the good news is that this health crisis
is almost entirely preventable through proper diet and
exercise, and I want to highlight just a few of the major
initiatives currently underway at HHS to get this message
out to our communities. And of course, I bring greetings
from Secretary Leavitt, who, as you know, is a former
head of EPA and then prior to that time, the three-time
governor of Utah, and he is very much invested, as you
know, in the initiative and I’'1l1l talk a little bit more
about his particular presentation with respect to that
and also the mantra that he is using in the Department to
get all of us involved.

In January of this year, HHS, in conjunction
with USDA, released the sixth edition of the Dietary
Guidelines for Americans. The newly updated guidelines
emphasized balancing caloric consumption with physical
activity. The Surgeon General has issued a call to
action, and you will hear from him tomorrow, to parents
to help prevent and decrease overweight in children and
adolescents by providing a variety of suggestions on
specific ways parents can help their children to increase
physical activity and choose healthy diets.

I'm told the Surgeon General will enter the
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room tomorrow with a sandwich board on and a message I
can’t reveal, but you’ll be able to tell him, but he will
be completely in uniform.

The steps to a healthier U.S. initiative
provides grant funds to states, cities and other local
agencies to implement innovative, community-based
programs to prevent chronic diseases, such as obesity,
diabetes and asthma.

On June 1lst, as I, more or less, mentioned
earlier, Secretary Leavitt announced the launch of We
Can, a national education program from the National
Institutes of Health to help prevent overweight and
obesity among youth ages 8 to 13. We Can provides
resources and community-based programs for parents,
caregivers and youth that focus on behaviors to encourage
healthy eating, increase physical activity and reduce
sedentary time.

Now, specifically FDA initiatives -- let me
take just a moment or two to talk about our agency. We
have initiated areas within the agency’s purview to
engage the food and beverage industry to address this
problem. We released a report from our obesity working
group in March of 2004 entitled Calories Count. This
report made a number of recommendations, many of which

have already been implemented.
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First, let me talk about food labels. The
report recommended that FDA evaluate how the nutrition
facts panel can be revised to aid the food and beverage
industry in highlighting the critical role calories play
in consumers’ diets. The goal in modifying the food
label is to arm consumers with more of the information
they need to make sound food choices.

FDA published, in the Federal Register, two
advanced notices of proposed rule-making in April 2005.
One notice was to seek comment on how to give more
prominence to calories on the food label. Some ideas
include increasing the font size for calories on the
label, adding a percent daily value column for calories
on the nutrition facts panel and possibly eliminating the
column listing calories from fat.

The other asked for comment on issues regarding
the labeling of serving size on food packages.
Suggestions include requiring dual column nutrition
labeling for multiple serving packages that could
reasonably be consumed as a single serving or simply
requiring such packages to be labeled as single servings.
Since serving sizes are based on reference amounts
commonly consumed that were established in the early
1990s, FDA also asked for comments on which, if any, of

these changed the most over the past decade and,
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therefore, may require updating.

I was involved in the implementation of the
Nutrition Labeling and Education Act some many years ago
and things have certainly changed and we need to be
modifying this based on public input and the best science
available, in my view. We'’ve strongly encouraged food
manufacturers to take advantage of existing flexibility
in the serving size regulations to label as single
servings those packages where the entire contents can
reasonably be consumed in one eating occasion. We'’ve
also encouraged industry to use dietary guidance messages
on food labels, particularly on reduced and low-calorie
foods, and to use appropriate comparative labeling
statements to provide consumers with information on
healthy substitutions.

I can tell you that some manufacturers have
already started to make voluntary label changes. In
fact, Kraft Foods announced last year that beginning in
October 2004, they would provide both single serving and
entire package nutrition labeling for their snack items,
containing up to four servings per package. Now, Coca
Cola Company also plans to provide dual column labeling
for their 20-ounce sodas to display information for both
an eight-ounce serving and the full 20-ounce container.

Pepsi Cola Company has a smart spot program which
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provides easier choices for consumers to make healthy
decisions.

In the field of education, FDA recognizes that
education is an essential component of efforts to address
obesity and we are focusing our education strategies to
impart knowledge and influence behavior in the context of
healthy eating choices for consumers. We are focusing
our education efforts to youth-oriented organizations,
through collaborations with various private and public
sector groups.

In October of 2004, the Department signed a
Memorandum of Understanding with the Girl Scouts of
America and the Secretary has asked FDA to take the lead
on this partnership. Our Center for Food Safety and
Applied Nutrition is currently working with the GSA on a
healthy living initiative. I think Barbara Schneeman
from that Center is here. Our Florida District Office is
involved in a Seminole County, Florida, Healthy Kids
Partnership to promote positive opportunities for school-
age children in Seminole County to learn healthy
nutrition and the value of increased physical activity
via Boys and Girls Clubs.

In addition to these educational initiatives,
CFSAN has recently revised its website to provide more

information to consumers on using the food label,
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including the nutrition facts panel, to make more
healthful food choices. FDA has posted a power of choice
link on the CFSAN website and this is a joint USDA
educational program with FDA designed to guide young
adolescents to a healthier lifestyle.

In the area of foods eaten away from home,
American consumers now spend approximately 46 percent of
their total food budget on food consumed outside of the
home, and these foods account for a significant portion
of total calories consumed. FDA has urged the restaurant
industry to launch a nationwide voluntary point-of-sale
nutrition campaign for consumers to include information
on calories. We are very pleased with the restaurant
industry is progress to date and encourage them to
continue.

As a companion to this effort, FDA continues to
encourage consumers to routinely request nutrition
information when eating out, and this does not spoil your
meal, it informs your choices and is a form of self-help
that I highly appreciate. I don’t get many reservations
around town anymore, but I still want you to join me.

One of the goals of this dialogue is to develop
a series of options for providing simple and
understandable nutrition information at the point of sale

to consumers in restaurants, and I’'m, of course, speaking
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specifically of FDA’s Keystone Center National Dialogue
on Obesity. This is a national policy dialogue that
seeks consensus-based solutions to specific aspects of
the obesity problem involving foods consumed away from
home.

Keystone held the first of several forums on
April 26-27 in Washington. The focus of this forum was
an away from home foods program and the opportunities
that exist in the venue for preventing weight gain and
obesity. We had excellent attendance at this forum with
representatives from the food industry, academia,
consumer groups and other federal agencies.

Some of the issues that were explored included
market trends, consumer demands and changes in eating out
over time. Nutritional similarities and differences of
at home versus away-from-home foods. Effects of food
composition on energy intake was very important to that
initiative. Effects of food composition on cost and
consumer choice; industry experiences on changing the
industry and nutrient density of a menu or products;
lessons that could be implied to future product
formulation; pricing approaches and portion size
decisions; policies, incentives and other actions that
could have a positive effect on future product

formulations.
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Following release of the Calories Count Report
and FDA’s endorsement of its recommendations, it became
important to keep obesity prevention efforts in the
forefront of FDA’s critical initiatives. FDA convened a
follow-on obesity working group, which we call OWG-II, in
August of 2004 to continue the agency’s focus on obesity
efforts and ensure that activities related to the
implementation of the Calories Count recommendations are
being addressed in a timely and coordinated fashion. So,
when you see OWG-II on the front page of most major
newspapers in America, don’t think about it as being
something that’s from out of Phantom of the Opera, it has
to do with obesity and also the continuing efforts of FDA
to get this problem under control based on what
authorities we have in the area.

Now, responsibility for many of the
recommendations rests with the Center for Food Safety and
Applied Nutrition, but several recommendations and
activities involve multiple FDA centers; therapeutics
recommendations, stakeholder involvement, partnership
activities and activities surrounding the National Policy
Dialogue underway with the Keystone Center, for example.

The Committee has met formally twice and
continues to receive regular updates on the status of the

implementation of the report recommendations.
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So, in closing, let me, once again,
congratulate Chairman Majoras and also all of you that
are here for coming together to deal with this problem.
It is a serious problem. We’ve had some commentary
lately about exactly how many people are succumbing and
becoming seriously ill each year due to obesity-related
diseases, so-called co-morbidities, and let me tell you
that it -- whether the number is 100,000 per year or
whether it’s 112,000 a year or whatever it is, it’s
serious. And I think our job would be to understand,
with the limited amount of science that we have available
-- and Bill Dietz is the world’s leading expert, as far
as I know, on this subject, and you’ll hear more from
him.

But from a regulator’s point of view, we can’t
make these kind of decisions and we can’t make these
kinds of diagnoses in terms of a national count until we
know more about how obesity causes these kinds of
problems, and that’s where the science and research comes
in and I expect you’ll be hearing a great deal more about
that during this particular session.

So, thanks, once again, for having FDA and good
luck on the remainder of the conference.

(Applause.)

CHAIRMAN MAJORAS: It is now my pleasure to
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welcome Senator Tom Harkin to our workshop. He was to be
joined this morning by Senator Gordon Smith, but Senator
Smith has been detained. We'’re delighted that Senator
Harkin has not. He is Chairman and now Ranking Member of
the Labor, Health and Human Services and Education
Appropriations Subcommittee. He has demonstrated a
strong interest in working to improve the diets and
health of all Americans, including our children. He’s
long been a promoter of healthy living, even, I
understand, appearing with Elmo to deliver the message
about healthy eating and exercise, and has focused
national attention on childhood obesity.

Senator, we thank you for being here and
welcome your remarks.

(Applause.)

SENATOR HARKIN: Well, thank you very much,
Chairman Majoras, and Commissioner Crawford, I know, had
to leave, he was here on behalf of Secretary Leavitt.
Let me thank both you, Ms. Majoras, and also Secretary
Leavitt for convening this meeting and for following
through on earlier meetings that we had and that I had
had with Secretary Leavitt earlier this year.

Let me thank all of you for coming here today
to Washington, some of you from far afield, for this very

important gathering. Obviously, I can’t stay during the
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day. I’'ve got to get back and vote or something like
that, I guess.

(Laughter.)

SENATOR HARKIN: But I do have two staff people
here who work very hard in this area. Some of you may
know them. Derrick Miller, who’s going to be here today,
and Alicia Morris. So, they’ll be here today. If you
have anything you want to get to me or ask them, they’ll
be here for me today. Quite frankly, they know it better
than I do anyway. I always take my brains with me
wherever I go.

As most of you know, I’ve been highly critical
of the food and advertising industries marketing of junk
food to kids. ©Now, that said, I appreciated the
opportunity a few months ago to speak to the major
advertising associations in downtown Washington, and I am
eager to maintain a constructive dialogue.

Many in the industry have spoken frankly to me
about the need for change, and they agree with me, as
Chairman Majoras said, that this is not about what’s in
the best interest of the FTC or Tom Harkin or the
advertising industry or the food industry. There’s just
one issue. What’s in the best interest of children?
That’s it, that’s period.

So, I hope this is the starting point and the
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premise for our deliberations here today and tomorrow.
We’re not here just to go through the motions or for
purposes of window dressing and public relations, we’re
here to make a difference to the children of our country
who face a clear and present danger from an epidemic of
overweight and obesity.

Now, I just heard both Chairman Majoras and Dr.
Crawford talk about exercise in school. Yes, there’s a
lot of things we need to be doing there, too. Eighty
percent of elementary school kids in America today get
less than one hour of P.E. a week. It’s a national
shame. We’re having elementary schools being built
without playgrounds now. We’re building highways and
streets without sidewalks, housing divisions without
sidewalks, without bike paths. These need to be
addressed, also. But we need to focus on the other end
of it and that is the input end of it in terms of food
and especially how it affects kids.

My counsel to you is that old Latin saying,
carpe diem, seize the day. Do what’s right for our kids.
I urge you to use this workshop to formulate and
implement a truly independent, rigorous system of self-
regulation for food advertising to children. If you move
ahead boldly with such a system, not only I will applaud

you, but parents will applaud you and the American people
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will applaud you. But if you fail to do so, you will
have missed a tremendous opportunity. The result, I
predict, will be a public backlash resulting in
Congressional action.

According to Yale University polling in 2001,
57 percent of Americans favored restricting children’s
food advertising. In 2004, 73 percent of Americans
favored such restrictions. The backlash is building.
It’s not just that more and more parents favor
restrictions in food advertising. More to the point,
they’re ready to vote with their pocketbooks.

So, the choice is in your hands and the stakes
could not be higher for the work that you’re doing here
over the next two days.

Let me be clear from my standpoint, half
measures are not acceptable. The hour is too late,
children are at risk, and the time to act is now. I
understand that the Grocery Manufacturers of America is
set to unveil new supposedly tougher proposals for
voluntary restrictions. Based on a story in yesterday'’s
Wall Street Journal, GMA will offer many perfectly fine
ideas. For instance, it would limit product placements
in TV shows and the use of licensed characters in ads and
food packaging. I'm all for it.

I have not seen the details of the GMA
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proposals, so I’'ll withhold any final judgment. But
based on what I’'ve read so far, there appears to be no
meaningful enforcement mechanism, no truly independent
body with the will and the power to crack down on
offenders.

Now, if CARU is the model, that’s a non-
starter. CARU, frankly, has become a poster child for
how not to conduct self-regulation. Time and again, it
has shown itself to be a captive of the industry. It has
no real independence, no sanction authority, no teeth.
The current situation is like a game with a rule book but
no referee. CARU is a tiny group tasked with oversight
of a multi-billion-dollar industry, and to me, the deck
seems a little bit stacked. And the proof, as we say, is
in the eating. Look at the deluge of junk food
advertising aimed at kids we see today. CARU has given a
green light to all of it.

My understanding is that GMA, apparently, will
propose to give CARU more resources and staff and to make
its process more transparent. But a bigger, more
transparent CARU means nothing if it lacks true
independence and if it lacks any teeth with which to take
action. 8o, I am respectful of GMA’'s efforts. Like I
said, I haven’t seen the final package, so I can’'t really

comment on the whole thing.
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But I believe we must be much more ambitious,
especially when it comes to enforcement. For my part, I
believe that a meaningful system of self-regulation
should include at least four elements. First, it must
encourage, invite and utilize stakeholder input, and by
stakeholder, I don’t mean just industry stakeholders
alone. I also include parents, public health experts,
child development experts and others. These people need
to play a meaningful role in creating the system of self-
regulation and they need to have ongoing opportunities
for input and participation.

Second, there must be a clear action plan, both
for implementing the self-regulation system and for
ensuring compliance. The system needs independent
monitors. Independent monitors. Now, I digress a little
here. Four years ago, Congressman Engle and I proposed
legislation dealing with the chocolate industry’s use --
how they were getting their raw chocolate from Western
Africa and they were utilizing awful forms of child
labor, child slavery. So, we came up with what’s called
a Harkin-Engle Protocol, which the chocolate industry
signed onto.

We’ve been working closely together for four
years on this and we’re making good progress, not as much

as any of us had hoped, but we’re making progress. We
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had our final meeting -- not our final, but we had a
meeting last month because one of the deadlines was July
of this year and we had not met all the goals, but these
things take time. But at least there was a willingness
on the part of the chocolate industry to do something.
To the extent that they were willing to set up
independent monitoring to monitor what they were doing, I
think that is a great step in the right direction.
That’s what I’'m suggesting here.

These independent monitors need to promulgate
enforceable regulations and requirements. It needs an
independent oversight body with teeth, with the power to
punish bad actors that violate the agreed-to standards.
That’s the second element. A clear action plan for
implementing the self-regulation system and for ensuring
compliance with independent monitors.

Third, there must be a serious system of self-
regulation -- for a serious system of self-regulation, we
must look at the cumulative effect of food advertisements
directed at kids. Currently, CARU looks at each
advertisement in isolation, determining whether the ad
meets certain standards. We need to consider the
cumulative effect on children of seeing many thousands of
ads every year.

Fourth, a system of self-regulation must have
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purview over the whole range of vehicles by which food
and beverages are marketed to children, not just
television and the print media. Chairman Majoras
mentioned this in her remarks. Marketing has grown
incredibly sophisticated and diverse. Spread to the
Internet, product placements and tie-ins, advergaming and
much more. So, an effective system of self-regulation
cannot be static. It must adapt and evolve to keep up
with rapid changes in advertising and marketing.

So, those are the four elements that I believe
are essential for any kind of effective self-regulation.
So, I'm interested in carefully reviewing GMA's proposals
and any others put forward by the food industry, and I'm
keenly interested in proposals that you will hammer out
today and tomorrow. But let me be clear, my evaluation
will be based on the parameters I just set forth.

I think the stakes are high for industry, but
the stakes are much higher for our kids and for our
country. Poor nutrition and childhood obesity are not
just problems. They represent a public health crisis of
the first order. Twenty-five percent of our kids between
the ages of five and ten already show early warning signs
of heart disease. We’re seeing more and more cases of
adult onset diabetes in kids, something that used to be

extraordinarily rare.
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So, as a Senator, I cannot stand idly by as
obesity-related health care costs explode federal and
state budgets. Someone said the other day, if you really
want to get a handle on the future cost of Medicaid and
Medicare, you better get to the front end. You better
start looking at what’s happening to our kids today and
obesity and the chronic diseases that it leads to later
on. And I might just say, not just the federal and state
budget, but also corporate and family budgets when they
have to provide for health care plans and things like
that that are exploding in our corporate world.

As New York Times’ columnist Paul Krugman
recently put it, “Fat is a fiscal issue.” Well, why are
children consuming more calories and more foods high in
sugar and fat and salt? Well, we don’t need a Harvard
study really to tell us the answer. Kids are eating more
junk food for, I think, at least three reasons. One,
because it tastes good; two, because it’s available
everywhere, even at schools; and three, because it’s
being aggressively advertised and marketed.

Some in the food industry insist that there’s
no evidence that food marketing is responsible for kids
eating junk food and consuming more calories, but I
submit that corporate America doesn’t spend $12 billion a

year on advertising aimed at kids because it likes to
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throw money away. No, corporate America spends $12
billion because that advertising works brilliantly,
because it persuades children to demand, to the point of
throwing tantrums, if necessary, a regular diet of candy
and cookies and sugary cereal and sodas and all manner of
junk food. No wonder parents are getting so exasperated.

Young kids are totally wvulnerable and
exploitable. Studies show that kids do not understand
that commercials are designed to sell products because
they don’t yet possess the cognitive ability to evaluate
advertising. So, it’s really absurd to say that young
kids have a “personal responsibility” to resist the lures
of junk food advertising. They can’t and they don’t with
disastrous consequences.

Now, no question, many parents need to make
better choices for their kids, they need to start saying
no. But there are practical limits on what we can
expect. It is just not realistic to think that most
parents are going to deny their children access to TV on
Saturday morning and after school. And for goodness
sake, why do we have a situation where conscientious
parents have to protect their children from ads on
Saturday morning television?

Food advertising should not be undermining the

lessons that responsible parents are teaching their kids.
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It should not be undermining parents’ authority. So, if
you hear any impatience in my voice, I'm expressing what
I hear from parents across the country. Because I've
sort of been out in front of this issue, they come up to
me in airports, shopping malls. They tell me they’re
mad. They feel that their parental authority is being
undermined by the amount of junk food advertising and
marketing to their kids.

Now, you’ve all, I'm sure, heard this quote. A
senior brand manager at Heinz a couple of years ago was
qguoted in the Wall Street Journal. He said, “All of our
advertising is targeted to kids. You want that nag
factor so that seven-year-old Sara is nagging Mom in the
grocery store to buy funky purple. We’re not sure Mom
would reach out for it on her own.” I have no idea what
funky purple is, but nonetheless, I think that’s a moment
of rare candor.

So, is it any wonder why a backlash is brewing?
A Wall Street Journal poll in February found that 68
percent of American adults believe that advertising to
kids is a major contributor to the rising tide of poor
nutrition and overweight among America’s children. 1In
the same poll, a clear majority say the government should
do more to regulate food ads directed at children.

I personally believe that when private
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interests conflict with the public good, government has a
responsibility to act. And where corporate
responsibility is absent, federal regulation of food and
marketing directed at children will be necessary.

As you know, I have a bill that would take us
in that direction, but it’s still my hope that real
restraint and leadership will come from within the food
and advertising industries. Many stakeholders in the
food industry have, in fact, shown a willingness to look
at their own marketing practices and to make changes in
order to protect children’s health, and I have publicly
applauded those that have done so.

Now, one I just was handed this morning, I
didn’t know this. Nickelodeon just announced that they
will be using SpongeBob SquarePants to market packed
vegetables like spinach. So, now, here’s SpongeBob
SquarePants spinach. That’s good. I like that a lot. I
like that. Of course, that’s for kids. Now, for me, if
they had had Popeye, it probably would have been a little
bit better for my age or something like that. But this
is the direction some are going in and I applaud it
wholeheartedly.

I have been dismayed, however, that recently
some in the food business have kind of gone in the other

direction. I am concerned about what has happened to
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those who are responsible in curtailing their advertising
to kids, especially sugary cereals, as I discussed with
them. What happens if you have a board you got to answer
to and what if you start losing market share because you
limited your ads and someone else moves in on you? Well,
they’re hoping that wouldn’t happen.

Well, shortly after that meeting, sure enough,
one other food industry came in with a whole new
advertising scheme about sugary cereals. So, this
concerns me. A good actor, someone who really wants to
do the right thing, may lose market share to someone
who’s not so responsible.

So, my friends, you have a big job ahead of you
today and tomorrow, but there’s no question in my mind
that in this room you have the knowledge, the expertise,
the skills and the will to succeed. Likewise, based on
my talks with all the major groups represented here, I am
hopeful that there is a sincere will and determination to
put the interest of children first and to hammer out a
meaningful, effective approach to self-regulation. In
particular, I am convinced that the food and advertising
industries, with all their resourcefulness and
creativity, can be a powerful force for change and for
doing good.

So, I wish you all the best. I will be
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following your deliberations today and tomorrow very
closely, and I look forward to working closely with all
of you as we go forward. Thanks for having me.

(Applause.)

MS. FAIR: Thank you very much, Chairman
Majoras, Dr. Crawford and Senator Harkin, for putting
this issue into focus this morning as we get ready to
begin. Our first presenter will be addressing an
overview of health risks and the research concerning the
factors related to childhood obesity. Dr. Crawford has
already introduced him. It will be Dr. William Dietz,
Director of the CDC’s Division of Nutrition and Physical
Activity.
PRESENTATION: OVERVIEW OF HEALTH RISKS WITH CHILDHOOD
OBESITY AND THE RESEARCH CONCERNING THE FACTORS RELATED

TO CHILDHOOD OBESITY

DR. DIETZ: Thank you, Lesley. Good morning.
It really is a great pleasure to be here with you this
morning to talk about the overview of health risks
related to childhood obesity, and I think this is an
extraordinarily appropriate forum to do so because it
joins concerns about child health with the effects of
children’s advertising on child’s health.

My talk will consist of three sections. The

first is the burden of adult disease attributable to
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obesity. The second is the effects on children of
overweight and obesity and the implications that that has
for the burden of adult disease. And I'm going to close
with a brief review of contributory factors with a
particular emphasis on television.

You’'re familiar with the obesity trends among
U.S. adults in the United States. The 2004 map is about
to be released and I can tell you that the major
increases that are represented here between 1991 and 2003
are continuing into 2004. These maps underestimate the
prevalence of adult disease. According to these maps, 22
to 23 percent of the adult population is obese, but
according to direct measurements of weight and height, 30
percent of adults are obese.

There are no significant disparities in obesity
among males, but there are very substantial ethnic
differences among females. About 30 percent of Caucasian
women, 40 percent of Mexican American women and 50
percent of African American women are in this category.

The changes in the prevalence of severe obesity
among adults have been even more rapid than the changes
in the prevalence of obesity. About 5 percent of adults
now have a body mass index greater than or equal to 40,
which is about 100 pounds overweight and 15 percent of

African American women are in this category.
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The consequences of adult obesity are well-
recognized. The cardiovascular disease consequences,
such as elevated cholesterol, Type II diabetes,
hypertension and so forth contribute a substantial
proportion of adult cardiovascular disease. But in
addition, obesity is a major driver of Type II diabetes,
which is also increasing rapidly just behind the increase
in prevalence of obesity. And according to a recent
study by the American Cancer Society, about 20 percent of
cancers in women and 15 percent of cancers in men are
attributable to obesity.

There’s been a lot of controversy recently
about obesity as a cause of death. 1In 2004, a paper from
the CDC tried to update these causes of death that were
published in the early nineties by McGinnis and Foege,
and you can see, looking at the right-hand column, that
poor diet and lack of exercise then accounted for about
16 percent of all deaths, or about 300,000 deaths per
year.

When this was updated a year ago, obesity was
used as a surrogate measure of poor nutrition and
physical activity and I want to emphasize that obesity is
not the only consequence of poor nutrition and
inactivity. It’s much harder, I think, to estimate the

contribution, for example, of trans fat to mortality or
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lack of exercise to mortality. But, nonetheless, the
estimates associated with obesity as a cause of mortality
in the 2004 JAMA paper were that it accounted for about
385,000 deaths per year.

This was updated again a year ago -- sorry, in
April of this year in another paper in JAMA that I hope
you all can see, which suggested that the estimates in
using NHANES III, which was 1988 to 1994, were reduced to
112,000 deaths associated with obesity and a reduced
mortality associated with the overweight category.

Now, this has been a very controversial paper
and I'd like to just spend a minute or two trying to
clarify some of the issues. One of the curious things
about this study is that NHANES II, which is this shaded
area -- was performed immediately after NHANES I and
there were very substantial differences in the mortality
between NHANES I and NHANES II, which really can’t be
accounted for by major improvements in health over that
period of time.

Notice, also, that the mortality among the
elderly associated with obesity was minimal. There is no
significant impact of obesity on mortality. But among
those with a BMI greater than or equal to 30 in the age
range of 25 to 59 years, the mortality rates were

estimated to be about 112,000 deaths per year, still a
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highly significant figure.

There are very substantial differences between
the most recent JAMA study and the study which preceded
it and I just want to focus on a couple of these. First,
between the first study, which focused on early data from
NHANES I, that is data from the seventies, and the NHANES
ITI, which was in the nineties, there has been a
substantial reduction in cardiovascular disease
mortality, attributable, probably, to more aggressive
treatment of hypertension and hyperlipidemia in the
obese.

Secondly, the earlier study failed to use age-
specific mortality. It used total mortality which is
disproportionally affected by deaths and people over the
age of 70, and about half of all deaths occur in people
over the age of 70. The failure to use age-specific
mortality accounts for about 20 percent of the
differences between the mortality estimates in the first
and second studies.

As I said originally, not all nutrition and
inactivity mortality is accounted for by obesity, but to
me, the most compelling issue here is not the number of
deaths. The costs here are generated by the disease
burden, not by death. Just as an aside, obesity is the

only disease that I know of that costs more after you die
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than any other disease because of the increased coffin
size and the increased size of burial plots.

But for today’s purposes, neither of these
studies accounts for the potential impact of childhood
obesity on mortality, which are, I think, likely to be
substantial in the future.

Now, there was a perfect storm of articles in
February. One of those articles indicated that the U.S.
trade deficit exceeded $600 billion, and on that same day
chairman, the CEO of General Motors indicated that about
$1,500 of the cost of each new car was accounted for by
medical costs and that the costs of chronic disease were
impairing our international competitiveness.

I think you’re all familiar with the fact that
the health spending, or more appropriately disease
spending in this country, accounts for 15 percent of our
gross domestic product. According to an article in USA
Today shortly after this, those costs are going to rise
to about 19 percent of the gross domestic product. This
is a problem. The cost of the chronic diseases and the
cost of the chronic diseases associated with obesity are
likely to continue to impair not only the quality of life
of our population, but also our international
competitiveness. The recent focus on Medicaid costs, I

think, is pertinent here because 50 percent of the costs

For The Record, Inc.

(301) 870-8025 - www.ftrinc.net - (800) 921-5555



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

477
of obesity are paid by Medicaid and Medicare.

We don’t have annual data on the prevalence of
obesity in children and adolescents, but we do have
repeated cross-sectional studies of the U.S. population.
I'm just showing here NHANES III which was completed in
1994 and NHANES -- the current NHANES which is now
continuous. Notice that over this approximately eight-
year period, there was no a major shift in overweight
among Caucasian individuals, but there were marked
increases among non-Hispanic blacks, that is African
Americans, and Mexican Americans. These data emphasize
that the lack of differences that we have previously seen
among adult males is soon going to change as these
individuals mature. But the same disparities that we now
see in women are now going to, I think, be reflected in
the male population.

These are females 12 to 19 years old. Notice
that overweight affects disproportionately non-Hispanic
black girls, Mexican girls are rising rapidly.

In addition, we’ve recently begun to look at
the distribution of morbid obesity, and I’'m not going to
spend a lot of time on these percentile cuts, but I want
to only call your attention to the middle column.
Remember, this is the category of morbid obesity in

adults. About 2 percent of males and a little more than
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that, maybe 2-and-a-half percent of females are now in
this category. And these are adolescents, these are not
adults. The natural history of this disease is, as
children become adults, these problems become more
severe.

Several people have mentioned this morning
childhood and adolescent obesity is not free of
consequences. About 60 percent of all five to ten-year-
old overweight children have at least one additional
cardiovascular disease risk factor, such as elevated
cholesterol, elevated insulin, elevated glucose or
elevated blood pressure and 25 percent of overweight five
to ten-year-olds have two or more of these complications.
These are the biochemical or metabolic risk factors, if
you will, that go on to become the diseases in adulthood
of atherosclerosis, hypertension and lead to
cardiovascular disease and stroke and Type II diabetes.

Senator Harkin mentioned Type II diabetes,
which, in some communities, now accounts for half of all
new cases of diabetes diagnosed in children and
adolescents, and the peak age of diagnosis is about 13
years.

The natural history of Type II diabetes in
children and adolescents has not been well-studied, but

there’s been one study of Pima Indians, a group which has
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a very high prevalence of obesity, in which we’ve
superimposed here the curves that reflect the cumulative
incidence of kidney disease among individuals whose Type
II diabetes was diagnosed at different ages. The ages
here are 15 to 24 years, 25 to 34 years and 35 to 44
years.

Notice that these curves are superimposable,
and think of the implications of what this means. Type
II diabetes in an older person, let’s say a 65-year-old,
is going to require about a 15-year period before 25
percent of those have kidney disease. As shown here,
about 25 percent have kidney disease by about 15 years
after diagnosis. 1In a 65-year-old, that means that that
individual is likely to die of other causes before the
complications of Type II diabetes appear. But in a 13-
year-old, that means that by age 28, this individual is
going to likely require dialysis and the other
complications that follow obesity, namely blindness,
amputations and all the other consequences of micro
vascular disease are going to be occurring in early
adulthood, which means that this disease will carry with
it a substantial burden into older adulthood, and as a
result, a substantial cost burden.

The other important implication of childhood

obesity is that early childhood onset overweight that
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persists into adulthood has a disproportionate effect on
the severity of adult disease. These are data from
Bogalusa, Louisiana. Children who have onset of
overweight, less than eight years of age, had a mean BMI
of 41.7 in adulthood. These are data that began to be
collected about 30 years ago. These are data that began
to be collected about 30 years ago.

Although only 25 percent of obese adults were
overweight children, these data suggest that childhood
obesity contributes a disproportionate burden of adult
disease, and to the extent that severity reflects risk,
namely cardiovascular disease risks, Type II diabetes,
and cancer, it suggests that children are going to have a
disproportionate impact on adult disease. And, in fact,
50 percent of all individuals, all adults in Bogalusa,
who had a BMI over 40, had childhood onset overweight.

Now, coming back to the mortality issue, these
are data from Norway. There are now several studies like
this. This is a 32-year follow-up of a very large sample
of Norwegian adolescents, measured as part of a
tuberculosis screening program between 1963 and 1975.
Notice that the mortality rate for those who have a BMI
above the 95 percentile, which is equivalent to a BMI of
30 in a young adult, the mortality rate is about twice

what’s expected. That’s consistent with other estimates
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from other studies of mortality.

But notice the difference in distribution of
weight in Norway in 1963 and 1975 and the current
distribution of weight in the United States now in the
1999-2002 continuous NHANES. In Norway in 1963 to 1975,
only 1 percent of the Norwegian population had a BMI
greater than or equal to 30. Today, in the United
States, 16 percent of individuals 17 to 19 years old in
the United States have a BMI greater than or equal to 30.
Although the mortality rate is only twice what’s expected
in people with a normal BMI, the number of individuals
who are moving from childhood into adolescence into
adulthood with a BMI of this magnitude suggests that
there is a hidden problem here which is soon going to
boost the mortality rates in adults, that this childhood
onset disease not only is going to be associated with an
increased burden of adult disease, but an increased
mortality rate as these individuals mature.

Now, coming to behavior change strategies, this
is an important area for those us in public health and
those of us committed to reversing the trends in
childhood obesity. These are behavior change strategies
for which we think there’s reasonable scientific
certainty, and I'm going to focus primarily on television

viewing in children and adolescents. But certainly,
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increases in physical activity and the promotion of
breast feeding all are likely to have a positive impact
on obesity and there’s reasonable scientific support for
each of those strategies.

These are data from the Kaiser Family
Foundation study that was published several months ago
and there are a couple of things to point out from this
study. This is screen media, moviesg, videos and DVDs.
Television still accounts for the largest proportion of
screen time among children and adolescents. But notice,
also, that the differences in screen time among African
Americans and Hispanics reflects the disparities that we
see in overweight among those groups. That certainly
doesn’t mean that they’re causal, but their exposure here
could be a contributory factor to the rates of overweight
that we see.

There is a direct relationship between
television and the prevalence of childhood overweight
that we established in a study that we published in 1985,
and it has since been replicated. There is a linear
relationship between the amount of television a child or
teenager watches and the severity of their overweight, as
well as the prevalence of overweight.

In white, our data from the National Health

Examination Survey, which was the first survey that we

For The Record, Inc.

(301) 870-8025 - www.ftrinc.net - (800) 921-5555



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

53
examined and completed in 1970, and that was updated with
comparable questions from the National Longitudinal
Survey of Youth in 1990. And notice that in both surveys
there is a linear relationship between television viewing
and overweight.

It’s not clear how this relationship is
mediated. I used to think more about the displacement of
vigorous physical activity by television time, but what
data now exists suggests more that this relationship is
mediated by the impact of television viewing on
children’s food consumption, that there is a direct
relationship between television viewing, the consumption
of foods advertised on television, and equally important,
the consumption of foods while watching television.

And there have been now several important
related studies. This slide shows a clinical study, and
there are now two school-based studies, which indicate
that reductions in television viewing are an effective
strategy to control weight or reduce weight than
increases in physical activity. And from both the
population standpoint and the clinical standpoint, these
are important data because we have relatively few other
strategies that we know which have an impact like this on
childhood obesity.

Oddly enough, we have very few public health
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strategies that we can employ or that we know how to
employ with respect to the control of television time.
These are data that were collected by a project that we
funded through RTI and the Annenberg School of
Communication in Philadelphia. These are our synthesis
of 180 parent-child diad interviews to begin to
understand how families viewed television and its
effects.

It’s clear from the relationship of television
viewing and weight that we need to start early. Sixty-
five percent of all American children have a television
in their room and 25 percent of two-year-olds have a
television in their room and there is a direct
relationship between having a television in your room and
the amount of television that you view. For parents,
interestingly enough, the content of what their children
are viewing is of greater concern than time. What we
know about television viewing is that the time that
children spend watching television is related to
overweight, whereas for parents, the concern about the
exposure of their children to sexuality, to violence or
even to drug and alcohol use on television is a much
greater concern.

With respect to family values, families value

family time and the importance of school work for their
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children. Television, though, precludes family time.
Half of all meals that families consume are consumed
while watching television. This is another logical
target for working on improvements in family time by
turning off television. And families are equally
concerned about the impact of television viewing on
school work and are more concerned about the time their
children spend watching television during the week than
on weekends.

For children, television is a default behavior.
It’s not something they want to do, it’s not at the top
of their list of fun things to do, it’s what they do when
they don’t have anything else to do. As this slide
indicates, parents may be afraid that if they turn off
the television, this will be the result, that in the days
before television what we did was to stare at the wall.

But, in fact, if you ask children what they
would prefer to do other than watching television, they
can provide you with a lengthy list, and one of the most
effective strategies of reducing television time is to do
just that and ask children and parents to pursue other
alternatives to television time.

This afternoon, I think, you’re also going to
hear about the use of television to change behavior, and

I just want to give you one vignette of this. As you
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know, the Cookie Monster is reducing his cookie intake.
Cookies have become a sometimes food. And I have a two-
and-a-half-year-old grandson who is a Sesame Street -- I
was about to say addict, but connoisseur is probably a
fairer word -- and I asked him a couple of weeks ago what
the Cookie Monster was eating these days, and he said,
“peaches.” Now, I think that’s a very important,
although anecdotal, observation about the impact of
product placement and the authority that these characters
on television have to change behavior.

Then I applaud Sesame Street for their decision
to shift the Cookie Monster’s diet. I didn’t hear any
messages about Type II diabetes or obesity and I’'ve
noticed that the Cookie Monster is a little bit
overweight. They may want to think about slimming him
down in association with his reduced cookie intake.

But I think that these are strategies that we
need to explore with families and we need better messages
and better strategies around the family values, school
time and content to reduce television time.

We also think that these are promising
interventions. These are interventions for which there’s
not the same body of evidence that exists for television
viewing, physical activity and breast feeding. But these

are reasonable strategies that can be pursued. Children
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and adolescents and adults tend to eat volumes of food
not calories, and in that context, fruit and vegetable
consumption may displace higher caloric density foods,
and fruits and vegetables, in addition to their
beneficial effects on cardiovascular disease and
diabetes, really offer another potential opportunity to
reduce weight. But those data are a little softer.

Soft drink consumption accounts for 13 percent
of an adolescent’s daily calorie consumption if that
adolescent drinks soft drinks. That’s an easy target to
reduce or change. And, finally, portion size has a very
robust effect on food intake in children and adolescents,
in adults, in men, in women, boys, girls, overweight and
non-overweight individuals.

But the bottom line here, and for today’s
conference, is the focus on television viewing. I've
tried to demonstrate, we have a very significant burden
of adult disease that the contribution of childhood and
adolescent onset overweight is likely to increase that
disease burden even further. Among the most important
strategies that we know and that we think has reasonable
scientific certainty is the impact of television viewing
on childhood obesity, although the mechanism for that
relationship remains one of the topics of today’s

conference. Thank you.
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(Applause.)

MS. FAIR: Thank you very much, Dr. Dietz. Our
next speaker will be Dr. Pauline Ippolito, Associate
Director in the FTC’s Bureau of Economics. Now is as
good a time as any to remind you that when you are
hearing the opinions of FTC speakers today, the opinions
stated are their own and don’t necessarily reflect the
position of the Commission.

Dr. Ippolito.

PRESENTATION: ONGOING FTC STAFF RESEARCH CONCERNING
FOOD ADVERTISING TO CHILDREN ON TELEVISION

DR. IPPOLITO: I would like to start by giving
the disclaimer, I'm speaking for myself and not for the
FTC.

As the issue of childhood obesity became a
prominent public health issue and questions were raised
about the role that marketing might be playing in this
concern, we began to survey the literature to try to
educate ourselves on what the world looked like, what we
knew about it and what role, if any, there might be for
the FTC.

There’s certainly a lot of literature on
marketing to children, how to do it, what works,
criticisms of various approaches, historical statistics.

But the thing we couldn’t find in the literature that
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exists is consistent, comprehensive, quantitative data on
what is marketed to children, where is it marketed, what
kinds of products, what does the world really look like
today?

And so, we proposed to the FTC, and they have
supported us, that we should try to help fill that gap.
This is an ongoing project here at the FTC. What I'm
going to tell you about today is just the project design
and some early statistics from our work. Debra Holt in
the Bureau of Economics is heading up the project.

Now, the first thing you have to do if you’re
going to talk about changes over time is you have to
establish a benchmark from the past that you can measure
against, and ideally, in this circumstance, we wanted a
benchmark that predated the growth in childhood obesity.
As many of you in this room know, in the late 1970s, the
FTC issued a rule-making on children’s advertising, and
for that rule-making two very detailed studies were done
of national and local advertising to children. And we
had access to those studies, of course, and they were
really quite detailed studies, unlike other things in the
literature.

Also, at the time, in response to the
pressures, the National Science Foundation had sponsored

a comprehensive review of marketing to children and had
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compiled a report that had a lot of authoritative
statistics in it. So, we took those three studies as our
benchmarks and then tried to design a study that would be
as comparable as possible to those studies from the
seventies so that we could measure change. Also, we
wanted data that would allow us to do a comprehensive
assessment of the world today.

So, we purchased Nielsen data. Let me tell you
just a little bit about that data for people who are not
from the industry. We chose four weeks of data spread
over the year from sweeps weeks, which matched the design
from the seventies. For each week of data, we got every
program and every ad on every program and audience data
for who was watching those programs broken out by age
group. What I’'m going to talk about today is the age
group 2 to 11. So, when I say children, I mean children
ages 2 to 11. When we do the final report, we’ll break
it out more finely than that.

There’s basically two types of Nielsen data,
national data and local data. The national data covers
broadcast, cable and syndicated national programming.

The local data fills in local programming and local spots
in national programming.

In the ad data, there are basically three types
of ads; paid ads, what you’re all probably thinking
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about, McDonald’s, Kellogg’s, paid advertising. There’s
also promotional advertising, the stations promoting
their own programming, and then there’s public service
announcements where the stations donate time to air
public service announcements.

So, the first question we asked is, how much
advertising do kids see, how has it changed since ‘772
The question, first, is how do you want to measure how
much advertising? So, the first thing we looked at is
the number of ads viewed, which is very common in the
literature. And we looked, first, at paid advertising.

The National Science Foundation estimated that
children saw about 20,000 ads per year in 1977, or that
period. I think their estimate was actually ‘76. We’'re
estimating a little over 17,000 ads per year, for a
reduction of approximately 12 percent.

If you look at promos and PSAs, so that’s
promotional advertising and public service announcements,
the picture is quite different. There’s been dramatic
growth in that category and I can tell you from knowing a
bit more of the underlying data that it’s mostly
promotional advertising, so it’s advertising and
television programming to kids. That’s not a surprise.
In 1977, there were three networks and a little public

broadcasting television programming. That’s not the
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world today and so there’s much more competition across
media for getting the audience. So, together, we’re
seeing about a 7 percent growth in the number of ads that
kids see.

Now, in 1977, virtually all ads were 30-second
ads. That’s not true today. There are shorter ads,
there are longer ads. So, we were concerned that maybe
the number of ads might be down for paid advertising, but
that the number of minutes of advertising might not be.
And so, we looked at that directly. So, this is an
estimate of the number of ad minutes viewed by children,
as measured by Nielsen, first for paid ads, the NSF
estimate would translate to 10,000 minutes of paid
advertising per child per year. In 2004, we're
estimating about 7,600 paid ads per year for a decline of
24 percent. Obviously, that reflects the fact that the
average ad length has fallen since ‘77 and that’s
verified in the data.

For promos and PSAs, the increase is not quite
as large as it was before but it’s still there and it’s
still very big. So, that’s still -- you know, children
are seeing a lot more promotion for other TV shows. So
that, overall, the number of ad minutes is down by about
10 percent.

Now, I should mention that as an external check
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on this data, we used the Kaiser Family Foundation
estimates for the amount of time that children are in
front of TV and then got estimates of a broad range of
children’s programming, how many ads are on those
programs. Their estimates, using that kind of less
detailed approach, and ours are quite consistent.

Now, what I’ve been talking about is all ads
and we'’re interested in obesity, and so, we're
particularly interested in food ads and other ads that
might be related to obesity. And so, to get at that, we
need to get into the finer data. So, from here on, as I
break out the composition of ads, I'm talking about the
national data only at this point. We will ultimately do
the local data, but it’s a more complicated analysis
because of all the cities we have to deal with. So,
that’s not as big of a compromise, though, as you might
expect. I have the data here for you to look at.

Eighty-six percent of the ads that kids saw in
2004 were national ads. For food ads, it’s even higher.
It’s 90 percent of the ads. So, this is the bulk of the
advertising that children see, and we will do local ads
later.

Okay, I’ll show a graph again. If you look at
the axis, this is the number of food ads per child per

yvear. The red bars are 1977, the blue bars are 2004.
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It’'s broken out by type of show as measured by child
audience share. So, let me direct your attention to the
left two bars. This is the number of ads kids see for
shows in which children are a majority of the audience.
So, more than 50 percent of the audience is children, as
measured by Nielsen, and then we add up all the ads they
see and come up with the annual average. So, in 1977,
children saw over 4,000 food ads on children’s shows. In
2004, they’re seeing about 2,700 food ads. So, that’s a
reduction of about 34 percent on kids’ programming.

Now, if we take a broader definition of shows,
look at the right two bars, this is all shows where
children are at least 20 percent of the audience. So, it
includes the kids’ shows, but it includes situation
comedies, you know, prime time television, a much broader
group of programming.

In ‘77, children saw about 6,600 food ads; in
2004, they saw a little over 3,000 food ads for a decline
of about 50 percent. A 30 percent cut-off is in the
middle.

Unfortunately, in the ‘77 study, the authors
didn’t have data on all shows, but we have that for 2004,
so I put this here so you could see it. In 2004, from
all shows, children saw nearly 5,000 food ads per year.

If you compare that to the kids’ shows, 56 percent of
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food ads were coming from kids’ shows.

Now, this is the same picture, and I'm not
going to walk you through all this again. The difference
is that the number of paid ads that kids see on all
products from these different types of shows. The
primary thing that I want you to notice here is that the
reductions in 2004 are not as large as they were for food
ads. So, it’s 10 percent if you look at kids’ shows,
it’s 33 percent if you look at the broader, let’s call
them, family shows and about the same for the middle
group. But the point is that in the flow of advertising,
there is apparently a shift away from food towards other
goods. And so, we wanted to probe both the type of foods
that kids see and then what other goods are being
advertised to children.

This is, again, ‘77 is in red; 2004 is in blue.
This is the number of ads that kids see by product
category. So, cereals, candy, restaurants and fast
foods, sweetened drinks, which includes both carbonated
and non-carbonated, and then all other foods, and then
toys and hobbies, movies, DVDs and video games, et
cetera, and then all other non-food ads.

If T direct your attention to the big red bars,
in 1977, the top three categories advertised to children

were toys, cereals and candy in that order. Lots of
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other studies found exactly the same thing using
different methodologies. All of those categories have
dropped in terms of the number of ads that kids see. So,
clearly, there’s more diversity in the kinds of products
that are advertised to children today than there were in
1977.

The drop for cereals is huge. Sixty-five
percent down. Candy is 73 percent down. There’s some
growth in restaurant and fast food and sweetened drinks,
though those categories are still relatively small. All
other food is where there’s a major growth. We’re going
to break that apart more to get more detail on what'’s
going on there. It includes things like snacks, it
includes dairy foods, you know, milk, yogurt, that sort
of thing, entrees, all kinds of other foods. Toys and
hobbies are down quite substantially, but it’‘s still a
major category advertised to children.

We created a new category that wasn’t included
or broken out in the ‘77 analysis because it’s become
such an important category of advertising to children,
and that’s movies, DVDs, video games and related
sedentary entertainment type products. And then all
other non-foods is also a growth category.

I'm changing the colors here so that you know

we’'re comparing different things. The blue bars are what
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you just saw in the previous chart. The green bars are
the number of ads kids saw from all shows in 2004. This
is just to show you how much of advertising for various
categories of products is coming through the children’s
programs. For cereals, it’s 82 percent; for candy and
other foods, it’s about 55 percent; for restaurants and
sweetened drinks, it’s about 40 percent; and then there’s
the child green bar on the right edge that’s the wvast
majority of other non-food advertising that kids are
seeing from all of the other programming that they watch.
And we will hope to provide some more detail on that in
the report.

The one thing these figures don’t show,
remember, is it doesn’t show the promotional advertising.
This is the paid advertising. Twenty-eight percent of
the ads that kids saw on children’s programs are ads for
other programs. So, if you put that together with the
movies, DVDs, that’s a big category of entertainment
being advertised to children.

So, summing up, our estimates on children’s
exposure to advertising indicate that paid ads are down
by 24 percent for ad minutes, by 12 percent for the
number of ads. Promotional TV ads are up by 124 percent
for minutes and 200 percent for number of ads. Food ads

are down on national TV shows by 34 percent on kids’
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shows, 50 percent on family shows. Fifty-six percent of
all the food ads that kids see are still coming from
kids’ shows.

Now, this is all TV. As you’ll hear from a
variety of other speakers today, there’s a lot going on
as marketing moves away from TV. TV is still the biggest
category by far in terms of spending. So, it’s still
very important and nobody should think it isn’t. But
there’s a lot of change as firms experiment with other
means of reaching their target audiences. But I think
the lesson I’'ve learned from this exercise so far and
that I'd like to leave you with is that advertising is
also changing on TV. It isn’t a static situation.

Change has happened. With market pressure and societal
pressure, more change will happen, and that’s really the
promise of this workshop.

Thank you very much.

(Applause.)

MS. FAIR: Thank you very much, Dr. Ippolito.
Operators are standing by for those of you who would like
to sign up for a spot in our open forum today or
tomorrow. Please sign up at the registration table
outside here. If you’re in the overflow room, just let a
staff member know. We do request, in the interest of

getting as many viewpoints and perspectives as possible,
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that no more than one person per organization or business
sign up, and that panelists and presenters, who already
have an opportunity to speak, step aside and allow others
to present their points of view.

We’'re ready for that now. We will take a break
and reconvene at 10:50, which is 12 minutes from now.
Thank you very much.

(Whereupon, a brief break was taken.)

MS. FAIR: Thank you. We’re ready to begin the
first panel, which will discuss the past, present and
future of marketing of foods to children. After the end
of this panel, there will be a question and answer
session. Staff members will be walking through the
aisles with these cards. Raise your hand if you’d like a
card and they will get the card from you and bring the
guestions to the moderators.

I also want to make it clear, since we'’re
beginning panels with a lot of different speakers, that
all comments heard today from anyone at any federal
agency is the opinion of that individual and not
necessarily the official position of the agency.

Could you close the doors back there, please,
so we can start? Thank you.

Let me turn things over to the moderators of

this panel, Tom Pahl, Assistant Director of the FTC's
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Division of Advertising Practices, and Dr. Van Hubbard,
who is the Director of the Division of Nutrition Research
Coordination at the National Institutes of Health. Thank
you.
PANEL 1: THE PAST, PRESENT, AND FUTURE OF MARKETING
OF FOODS TO CHILDREN

DR. HUBBARD: Thank you, Lesley, and I think
I'l1l share the comments of me and Tom Pahl at this
moment. But we don’t want to take a lot of time.
Basically, our charge is to offer a few words while
people are returning to their seats so that we can get to
the business of hearing the panel members.

Just briefly, I’'d like to thank Lesley and the
FTC, as well as my partners in HHS, for allowing me to
take part in this effort. As we have heard, the
prevalence of childhood overweight and obesity in the
U.S. has been increasing in recent years and, thereby,
has been raising the public health concerns related to
this major problem.

As you are all quite aware, our objective
throughout the workshop is to try to estimate the
influence of food marketing on food choices and answer
the question as to whether changes in how food is
marketed, including incorporating marketing of healthier

foods to children and their parents, can reduce the
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prevalence of obesity and, thus, our concerns about their
health.

To try to answer this guestion, we need to have
a clear understanding of the past, present and the future
characteristics of marketing of food products to children
as well as their parents. Thus, the primary purpose of
our panel is to elicit some of the facts that we need to
develop this understanding so that we can take these
facts and see how we need to modify our actions in order
to do better in the future.

At this point, I’'d like to turn the podium over
to Tom Pahl who will give some further introductions of
the panel members.

MR. PAHL: Thank you, Dr. Hubbard, for
articulating the objective of our panel so clearly and
precisely. Fortunately, in answering some of these
difficult questions, we have a great and experienced
group of panelists to help us out here today and I’'d like
to briefly introduce each of them to you, although I’d
also note for everyone that in the folders you receive
today are complete biographies of all of our panelists
and members of other panels. So, if you want more
information about their backgrounds, it is included
there.

The first panelist immediately to the left of
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Dr. Hubbard is Dick O’Brien, who is the Executive Vice
President and Director of the American Association of
Advertising Agencies, and he’ll discuss today how foods
are marketed to children with particular emphasis on how
advertising of foods to children has changed over the
last few decades.

Immediately to his left is Dr. Nancy Childs,
who’s a Professor of Food Marketing at the Haub School of
Business at St. Joseph’s University, and she’ll talk
about the marketing of foods at the retail level.

Immediately to her left is Jeffrey McIntyre,
who’s a Senior Legislative and Federal Affairs Officer at
the American Psychological Association, and he’ll discuss
the findings of an APA report from last year concerning
how food is marketed to children with a special emphasis
on the role of television advertising in marketing foods
to children.

Immediately to his left is Dr. Elizabeth Moore,
who’s an Associate Professor of Marketing at the
University of Notre Dame, and she’ll focus on how foods
are marketed to children on the Internet.

Proceeding down the panel, the next person is
Dr. Sonya Grier, who’s a Robert Wood Johnson Health and
Society Scholar at the University of Pennsylvania, and

she’ll be discussing the marketing of food to minority
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children, especially whether such marketing differs in
the marketing of food to children in general.

And, finally, at the end of the table is Brady
Darvin, who is a Senior Director at Strottman
International, a family marketing agency, and he will
discuss some of the challenges that food companies face
in marketing healthier foods to parents and children.

A couple of things to note before each of our
panelists gives some opening remarks. One is that we are
very interested in empirical information about a lot of
the issues involved in marketing to kids. So, if any of
you have empirical data that bears on any of the issues
that we discuss, I’'d encourage you to file a public
comment with the FTC so we can consider that and evaluate
it along with the other information that we’ve got.

Also, after our panelists’ introductory remarks
and some questions from the moderators, we will be taking
questions from the audience for this panel. So, if any
of you are interested in posing questions to the
panelists, we will have you complete a card, and we have
some staff people who will be circulating with cards to
write questions on, and then those will be given to the
moderators who will read as many of those as we can,
time-permitting.

So, without further ado, I’'d like to introduce
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Dick O’Brien from the American Association of Advertising
Agencies.

MR. O’BRIEN: Well, thank you, Tom, and good
morning, all. First, let me express our thanks and our
gratitude to both FTC and HHS for this opportunity to
bring us all together here to talk about a subject that I
know we’re all actively engaged in and very concerned
about. I’'m hoping we can all find the right answer to
the whole issue of childhood obesity.

Just by way of background, Tom mentioned that I
represent the American Association of Advertising
Agencies, and it really means advertising agencies.
We’'re a trade association of about 450 members, and we
represent the largest communications conglomerates in the
world; Omnicom, Interpublic, WPP, and also mom-and-pop
operations across the United States of America. So,
about 1,200 regional offices we have are just tiny little
agencies. So, we have both a global spread but also a
broad regional local swath as well.

One of the pieces of background I want to give
on myself, I actually came down to Washington about five
years ago. Prior to that, I spent 30 years in the
advertising business in New York City. So, I have
actually been involved in an advertising agency creating

and placing ads, which is one of the subjects we will no

For The Record, Inc.

(301) 870-8025 - www.ftrinc.net - (800) 921-5555



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

75
doubt talk about today.

After doing that for 30 years, I did come down
to D.C. and was asked to run the Government Affairs
Office of the industry association. I came here in 2001,
and 2001, of course, to those of you who recall, was the
year that the Surgeon General issued sort of a landmark
report on obesity in America and obesity among children.
That was quite a sobering report. Among other things, I
remember General Carmona making the observation that this
could all be the first generation where children pre-
decease their parents. If we needed to have any kind of
a sobering call to action on a problem that needed to be
dealt with, that had to be it.

In hearing that call to action, our members,
the advertising agency professionals, really responded to
it in a most positive way. The overwhelming reaction I
got from our members was, how do we help, what do we do,
how do we get in there and try to be part of the solution
to this problem?

What I’'d like to talk to you about today is
sort of a two-pronged approach to how we feel we in the
advertising agency business can help. First, there’s
promoting healthier lifestyle initiatives. We have a
thing called the Advertising Council, the Ad Council,

which many of you, I'm sure, are aware of, and the Ad
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Council, at the moment, is actively working with HHS on a
campaign called Small Steps, which I’'m sure many of you
are aware of and have seen, which basically is sort of
trying to get the American public to understand that
through better eating, through greater physical activity,
they can make great progress in curing this problem of
obesity.

We talked a little bit this morning. We heard
about the use of advertising to persuade, to teach, to
inform. This is advertising in its most persuasive, most
educational mode. It’s basically telling the public
there are ways you can deal with obesity that don’t
require you to join a gym and work out six days a week
for half an hour at a time. You can really make some
progress here. So, that’s one effort where the industry
came together and wanted to do something to help.

Another is CDC. You may be aware of the VERB
campaign, which is actually not a pro bono public service
campaign, it’s a paid government campaign, and that’s a
campaign single-mindedly designed to get children out
playing again, playing sports again, playing basketball
again. We heard a bit this morning about one of the
great needs is to try to reduce the amount of time
children spend in front of television. The VERB campaign

almost single-mindedly aims to do that by basically
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getting the kids out and getting them active again. So,
again, this is the industry stepping up trying to do its
educational persuasive way to help the public take on
more productive behaviors.

Third, the Ad Council -- just yesterday I came
from a meeting of a group called the Coalition for
Healthy Children. The Coalition for Healthy Children is
a coalition of the major food, beverage advertisers, of
the media, advertising professionals. It’s the Ad
Council, actually in conjunction with Time Magazine. And
it’s a group that’s been brought together now to conduct
primary research into crafting messages on how to get the
public to understand and buy into the notion that they
have to eat more wisely and that they have to do more
physical activity.

You can present those two stories in a number
of different ways. Some the public will respond to, some
they won’t. This group is actually doing the research on
finding out what’s the most persuasive way of telling
that story to the public. So, again, these are just
three examples of the industry trying to step up and be
part of solving this national epidemic of obesity we
have.

Now, the second part, of course, is advertising

products responsibly to children. Now, you heard earlier
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this morning about the 1970s, the whole Kidvid issue that
came up, and in the seventies, at that point in time, in
fact, I was working in the advertising business. One of
my first accounts was Kool-Aid, a later account was
Honeycomb Cereals. So, you know, there are no more
mainstream children’s advertisers than those two. And it
was a simpler time. In point of view, what we did is we
planned advertising on three Saturday morning networks,
we knew the three networks, we knew where it was. There
was some ancillary time after school when the kids could
get local programming in markets, and if you really
wanted to be fancy, you could actually do something in
the comics, the newspapers. But that’s what the world
looked like in the seventies.

That said, there was still some feeling in the
country that even that was probably wrong. We probably
shouldn’t be doing that kind of advertising because
perhaps the kids didn’t have the equipment and the
ability to distinguish between an advertising selling
message and the programming they were watching. Those of
you who lived through it, particularly here at the FTC,
know that that subject got a great deal of examination,
scrutiny, and eventually FTC and the Congress basically
decided that, in point of fact, advertising to children

could go forward. You really couldn’t ban it. You
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couldn’t ban it for a couple of reasons.

One, you couldn’t really isolate advertising
just to children’s programming. Children, actually, even
then, watched all types of programming, all kinds of
family programming. So, there was really no way to sort
of isolate taking advertising away from them by just
taking it out of children’s programming.

Second, as Chairman Majoras said this morning,
there was an issue of the constitutionality of it. I
think many people felt it was just a violation of the
First Amendment to try to restrict or ban that type of
legal speech.

So, at that point, that whole issue of banning
or regulating children’s advertising sort of receded.

But that is not to say that the industry wasn’t asked to
do something about the whole notion of children. 1In the
advertising business as well as you all we all have
children. We'’re parents, we'’re grandparents, we're
aunts, we’'re uncles, we have children, and we do
understand that they are a special audience and that they
do have special needs.

As a result, we were asked, and the industry
quickly stepped up to, developing a very muscular and
robust self-regulatory mechanism to be sure that the

special needs of children were being accommodated in a
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voluntary and self-regulatory basis by the industry.

Now, that being done -- again, remember, I was
a young man in the advertising business at that point and
I actually would live through this self-regulatory system
as it started standing up and as it came on stream. One
thing I think we should all be clear on is, we’ve heard a
lot of talk this morning about CARU, the Children’s
Advertising Review Unit. CARU is but one piece of the
self-regulatory mechanism that the advertising industry
follows.

When I was a young account executive and doing
Kool-Aid and all those other types of products, there was
a set of standards my advertising agency maintained that
I had to be sure we were meeting to be sure we were being
responsible to kids. Then my client, the advertiser, had
a set of standards we also had to meet. The networks had
a set of standards we also had to meet. And they were
usually different, they usually didn’t all agree. And
then, finally, only at the end after a piece of
advertising was created and aired, if it appeared that it
was inappropriate, did it go to CARU for resolution. And
CARU would judge on whether the advertising was correct
or not correct.

And if, in point of fact, it appeared that the

advertising was not correct, didn’t protect the interests
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of children, CARU would uniformly turn it over to the FTC
for investigation and enforcement.

So, the self-regulatory mechanism in the agency
business is quite robust and quite muscular. Now, it is
also one that changes with the times. It evolves.

Again, as a young account person, what I dealt with
mainly was television ads, maybe an occasional print ad.
But, of course, the world has changed, the media world
has changed. Today, CARU is involved with television,
cable, print, the Internet. They’'re looking at
advergames, and I think we’ll be hearing probably a
little bit more about that tomorrow, and on the horizon,
probably down the future it will be things like licensed
characters. It’s meant to be a living organism. It’s
meant to evolve and it has and it does.

So, in order to try to help make sure that the
children of America are being served well, and
particularly to do a productive part in this whole war on
childhood obesity, you have advertisers and their
agencies and their surrogates and their agents building
very strong, clear, concrete codes to be sure that food
and beverage products are presented them in a reasonable,
balanced way so that the kids understand the proper use
of those products.

The self-regulatory mechanism that I'm
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referring to is, of course, also the one that Senator
Harkin, this morning, felt the need to be quite critical
of, and I'd like to just actually give you two other
quotes, since he went on the record and made some quotes.

The first one is going to come from Chairman
Pitofsky, two Chairmen of the FTC ago. When asked to
talk about the self-regulatory profile of the advertising
business, he said, “It was the best example of self-
regulation that I am aware of in American history.” In
American history. He said that in 1996, about halfway
through the Clinton Administration.

The second one I want to give you is a quote
from Chairman Muris, the Chairman immediately preceding
the current one. He said, “The advertising industry
today remains a model of self-regulation.” So, here we
have the two immediate preceding Chairmen of the FTC, one
calling it the best system in American history; the other
one calling it a model, and it is a little bit of a
disconnect to people in my business who really do care a
lot and try very hard to be sure we are doing right by
America’s kids to have Senator Harkin, for instance, make
that comment, understanding that a mere four to eight
years ago, people were holding this up as an icon of
self-regulation.

Now, I think you will hear more from CARU in
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the next day or so, but I think you just need to know
that within the industry, there’s a great deal of pride
about our self-regulatory posture and we feel very good
about it.

Now, the final thing I’1ll add, and I know that
I'm probably a couple minutes overtime here. You know,
we do talk about what we can do with kids and how we can
sort of make sure that they are being served correctly.
There is one initiative that will be coming out of the Ad
Council probably sometime in the next six months. That'’s
on the area of media literacy. How do we get the
children of America to better understand, to be more
critical consumers of the many different types of media
that comes at them that they consume?

There’s a program in Canada right now, it’s a
wonderful program, it’s Canada-wide, and it basically
spends time both on the airways and in schools basically
teaching kids how to discriminate between what they see
on TV or in other media. It is time to do that in this
country as well, mainly because the kids have so many
choices over so many different kinds of media to choose
from. They really do need some help from us in becoming
discriminating consumers of the media.

So, I leave that just as sort of the next

horizon or the next challenge that we’re going to try to
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step up to and to reach for as we do try to help the kids
of America, particularly on this issue of childhood
obesity. Thank you.

MR. PAHL: Thank you, Dick. Next, we’ll hear
from Dr. Childs.

DR. CHILDS: Thank you. I want to thank you
for the opportunity to speak today on this important
topic. I’'m going to address some industry statistics,
but I'm also going to be citing some of my ongoing work
looking at retailer practices addressing obesity, which
is funded by the CDC.

I'm asked to speak on food marketing at retail
in five minutes. Food marketing at retail is the
intersection with the consumer and the products, and this
is a very competitive, aggressive marketplace. This is a
$500 billion industry that operates on 1 percent margins.
Very difficult to be strategic there.

I want to put this in perspective. WalMart
operates at about a three-and-a-half percent margin and
our retailers in the U.K. operate at about a 5 percent
margin, also do their financial reporting two times a
year. More reason for them to have opportunities to be
strategic.

I want to first address what I think are some

changes that have been going on in food marketing at
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retail. If you take a long look, the biggest and most
overriding change for our retailers is the arrival of
WalMart as a purveyor of food stuffs. That has very much
changed and pressured the ways in which this retail
environment operates, why it is such an economically
driven marketplace.

Along with that has been a tremendous amount of
retailer and manufacturer consolidation. So, we have
larger and larger players selling foods in the
marketplace.

Other changes in your supermarket are the
growth of the departments around the perimeter. We’'re
talking about the produce sections, the bakery sections,
floral sections, prepared foods, et cetera. These are
all now changes in your marketplace, including the advent
of the pharmacy and that being a forefront for providing
a rationale for health in the marketplace.

Along with all of that, we’ve had some major
changes in that consumers have brought a demand for
entertainment into the retail format at grocery and
across many other forums. This means that when you enter
a new grocery store, it’s going to be dramatic,
theatrical. 1It’s going to be very sensory. There’s a
lot of visual impact of food now. There’s a lot of

smelling, tasting, sampling. Kids love this.
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I'm going to just touch a bit on promotions and
trade, and this is the largest expense after cost of
goods for your manufacturer. It’s about 25 percent. It
is a very growing area and of this amount, 40 percent is
spent on advertising, 60 percent on what we call trade
spent, on all those other activities in the retailer’s
marketplace. The amount on advertising has been
decreasing and I think that was reflected in Pauline’s
statistics just earlier.

How the manufacturer and the retailer engage in
trade spend is very variable. It varies by retailer, it
varies by manufacturer, it varies by category. It’s an
area that if you address the retailers and the
manufacturers on the same question, you’ll get different
answers. It’s an area that’s not well understood.

One thing that is well understood and
documented is that both retailers and manufacturers
believe that promotion efficiency and category management
is their top concern, and they will tell you, like the
problem of obesity itself, it’s too big. 1It’s a problem,
but we don’t know how to change behavior.

This is an area that is driving volume, but it is not
necessarily delivering profit, and hence, it is an issue.

To very much simplify this, as a manufacturer,

your trade dollars go into two buckets. 1It’s the money
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for introducing new products and it’s the money to
support your existing brands. If you look at it in that
sense, there are many ways in which you can spend
dollars, whether you call them invoice allowances,
payment terms, market development funds, co-op
advertising, accrual programs, scan-downs, price
reductions, these are all incentives paid to the retailer
to deliver performance, which include things like buying
in advance, setting prices, authorizing new items,
developing planograms, which is category management, and
paying to merchandise those products through ads,
displays, coupons, shelving, shelf location, price
reduction and cross merchandising. All of these factors
are in place, and really, it’s the retailer, based on
their strategy, whether they’'re a low price retailer or
whether they’re an EDLP retailer, whether they’re a
specialty retailer, how they wish to utilize those funds
and which ways they choose to merchandise products.

What this means is, if you are a food
manufacturer and you want to introduce a new product,
this is your dilemma. You will pay some of your trade
funds to sell in your new product. We refer to it as
slotting allowances, but there are many other expenses to
get the product listed, to have the marketing launch for

the product. Your retailer may say, 1f you want to enter
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this category, which of your existing products, which SKU
do you want to pull, which may be a preexisting revenue
stream you’ll be asked to pull. You’'re going to be a
gambler at this point. 0dds of new product success in
the food industry run around 80 percent failure. So,
you’re running a gamble, and if you fail, you will pay to
have your product disengaged from the retailer’s system.

If you are the product brand portfolio manager,
you’ve got to be very confident that this new product’s
going to succeed and you’'re going to seek every edge you
have in marketing, whether it’s a licensed character,
what type of packaging, et cetera, that you’ll engage in.
And I wanted to at least explain the dilemma, the tension
between launching new product in a very economically
driven environment.

If you look at in-store techniques of marketing
to kids, there’s a great deal that hasn’t changed. You
go back 30 years ago, we still cared about shelf
location. If it’s a product for kids, you want to put it
low where the child can see it, where the child might
even be able to pick it up. You care about store
location. 1Is it in the aisle, is it on the end cap?
Perhaps, if it’s appropriate, is it at check-out?

You care about whether the product is launched

by a character because this really resonates with kids.
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This tells kids this product is for me. And I think one
of the best examples of this right now are actually in
the orange juice category. If you look at Tropicana Pure
Premium for Kids, Healthy Kids orange juice product, it’s
the one with the orange kind of spiffy set of shades on
it. If kids go up to an orange juice category, that is
the product that they’ll point out and say is for them.

What I'm trying to say is these techniques in
marketing food for kids are not, themselves, inherently
evil. They can play advantages for healthy, as well as
unhealthy, products, and I think that there is much to be
learned here.

Kids like bright colors, they like cartoons.
Thirty years ago, we were doing integrated marketing with
brands and toys. Now, more recently, with movies.
Premiums in pack, which was the forerunner of bringing
fun into food, which has really been one of the more
recent changes in recent years. Suddenly, food is fun.
We have purple ketchup. We have lots of handheld food
items to make food more tactile and more fun, new shapes
for food that are fun, food in miniature, portable food.
Again, issues that can be utilized to make healthy foods
equally engaging.

My slide simply, in closing, is to show you

that there are some retailers who are stepping forward
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and doing thing specifically for kid appeal. There are
retailers who are doing kid products that are marketed to
moms. I just wanted to identify some that are really
going straight to the kids.

If we look at the upper right for you, ASDA in
the U.K., that is WalMart in the U.K. More For Kids 1is
their new brand. It is for kids by kids. Kids have
designed the packages, kids have taste-tested the
products, and now, they’re moving towards putting out a
kids’ cooking line where kids are assembling their meal.
All of these are products that have a healthier product
profile, ingredient profile than the market standard
products. So, they have engaged kids, in a big way, to
be involved here.

Sainsbury has introduced the Blue Parrot Café
line, about 150 items and, again, targeted to moms and
kids. I'm told the blue parrot is quite a character over
there. And, again, foods with very preferred nutrition
profiles for kids. You will notice on the front of those
packages, the vertical panel which highlights nutritional
aspects of those products. Again, examples of where the
food retailers stepped forward to £ill the gap with
healthier products.

Wegman’s in the U.S. has a W Kids Line, but I

want to focus right now on H.E.B., H.E. Butts out of
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Texas, because they’'re doing a great deal in addressing
kids. They have their own line of Buddy foods and the
example right there has to do with the cut apples. We
see the cartoon character, but he also exists as a mascot
and he shows up at community events, schools, and he is
promoting physical activity. They’ve instituted a Buddy
Bucks Program, which is a premium program. If you are
purchasing the healthier foods, you collect so many
bucks. If you are engaging in their advergaming on the
website, which is with educational messages, you can
collect more Buddy Bucks. If you do a treasure hunt in
the store to go to certain locations, and again, to learn
educational items about food and food choices, you can
get Buddy Bucks. Buddy Bucks are redeemed for sports
equipment and sports apparel. It doesn’t take a lot of
Buddy Bucks to get something.

In conclusion, I just wanted to show some
interesting techniques that we see retailers taking to
the marketplace for kids. I have a hand-out with other
ideas in the back and I also want to restate something
that Les Crawford said. Again, 46 percent of food
consumption is occurring outside of the home, as we look
at all of this today. Thank you.

MR. PAHL: Thank you, Dr. Childs. Next, we’ll

hear from Jeff McIntyre from the American Psychological
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Association.

MR. McINTYRE: Good morning. I am Jeff
McIntyre with the American Psychological Association.

I'm also one of the co-chairs of the Children’s Media
Policy Coalition. This is a national coalition of public
health organizations and child advocates, such as the
American Academy of Pediatrics, the National PTA and
Children Now, that are interested in the role of all
media in our children’s lives.

Now, in response to the rising concerns over
commercialism in children, the American Psychological
Association appointed a team of psychologists with
expertise in child development, cognitive psychology and
social psychology to conduct an extensive review of the
research literature in the area of advertising media and
its effects on children.

At this confluence of marketing and child
development, the task force conducted an exhaustive
review of the academic literature on advertising
practices and child development. It is the view of the
American Psychological Association that while older
children and adults understand the inherent bias of
advertising, younger children do not, and therefore, tend
to interpret commercial claims and appeals as accurate

and truthful information.
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Now, because younger children do not understand
persuasive intent in advertising, they are easy targets
for commercial persuasion. This is a critical concern
because the most common products, as we’ve seen here in
the slides earlier, the most common products marketed to
children are cereals, candy, sweets, sodas, snack foods.
Such advertising of unhealthy food products to young
children contributes to poor nutritional habits that may
last a lifetime and may be a variable in the current
epidemic of obesity among children.

Now, the research we’ve reviewed on children’s
commercial recall and product preferences confirms that
advertising does typically get young consumers to buy
their products. Advertising works. From a series of
studies examining product choices, the findings show that
children recall content from the ads to which they’ve
been exposed and preference for a product has been shown
to occur with as little as a single commercial exposure
and is only strengthened by repeated exposure. I'm sure
that’s not news to many of the industry folks in the room
today.

Now, for those of us, however, that depend on
public research to guide our national policies and
regulations, this is an important point to note. So, in
light of these findings, the American Psychological
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Association makes these recommendations. This was
published in 2004, last year, and you can find these and
this report on APA’'s website, APA.org.

The first recommendation, we call on
restricting advertising primarily directed at young
children ages eight years and under. Policymakers need
to take steps to better protect young children from
exposure to advertising because of the inherent
unfairness and deceptive nature of advertising to
audiences who lack the capability to evaluate biased
sources of information.

Please ensure that disclosures and disclaimers
in advertising directed to children are conveyed in
language clearly comprehensible to the intended audience.
An example of this would say, “you have to put it
together,” as opposed to, “some assembly required.”

We ask that there is an investigation of how
young children comprehend and are influenced by
advertising in new interactive media environments, such
as the Internet or virtual environments. This is a great
concern for psychologists. For psychologists,
interactive environments represent a brand new model of
learning. We need more public research that policymakers
and government officials and the American public can call

on that shows how learning occurs in virtual
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environments, and the implications of that, certainly,
are much broader than children in advertising effects
that can extend into distance education, world health
care models. There’s a real need for this sort of
research to be done.

We ask that there is an examination of the
influence of advertising directed to children in the
school and the classroom. Such advertising may exert
more powerful influence because of greater attention to
the message or because of an implicit endorsement effect
associated with advertising viewed in a school setting.

Children in the United States deserve the same
protection against advertising as that afforded to
adults. The existing law is specific in requiring that
commercial messages be c