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I am a California grower and I am opposed to the year round importation of Mexican avocados to all 50 states (The Rule). My personal economic impact is an obvious one (I will lose my farm) and is of less concern to the USDA than is the economic impact of the rule to the U.S. Therefore, rather than dwell on my personal impact, I will address my concerns for the impact on the avocado industry and the United States economy.

The Rule Could Wipe Out a $300 million Industry.  The California avocado industry is made up almost entirely (98%) of small business entities. Most of these entities are likely to go out of business if the proposed rule is implemented. What now brings $330,000,000 into the U.S. economy, and provides tens of thousands of jobs, could be destroyed forever. However, destroying an industry can be justifiable (no matter what the impact is to those who depend on it) if there are greater economic benefits to the overall economy as a result. In this case though, the benefits do not outweigh the costs.

The Rule Could End Up Having a Negative Welfare Effect.  I believe that the USDA is being negligent in concluding that the U.S. economy will have a significant net welfare benefit from the proposed rule. According to your own economic analysis (May 19, 2004) the proposed rule will result in a net welfare loss of somewhere around $85 million to the California avocado producers. However, in that same analysis you admit that you can’t reasonably predict the impact to the California producer. In fact, you conclude that the cost to producers could be as high as $114 million. Shouldn’t we know with reasonable certainty whether it will cost producers $114 million or not?  It is important to know because, if the impact is $114 million it will substantially eliminate the $115 million gain to the consumer. 

The USDA Economic Analysis Does Not Satisfactorily Address the Collateral Economic Damage The Rule Would Cause. The analysis reports that small entities are a factor to be considered, and that 98% of the producers are small entities. However, it does not report how much weight is to be given to this factor. I believe that it should be given much weight. This proposed rule could wipe out 6,500 avocado growers for the benefit of a handful of large Mexican avocado producers. Other ramifications would include the handlers, the fertilizer suppliers, the grove managers, equipment suppliers, the City of Fallbrook, etc. Are these ramifications insignificant to the USDA? If not then why haven’t they been accounted for?

Whose benefit is the USDA looking out for?

The Economic Analysis Doesn’t Account for the Additional Risk of a Pest Infestation. It does an excellent job of describing it but then admits that it can’t rule out the possibility of it happening. What if it does happen? What will be the cost? The U.S.D.A. says statistically there is a zero chance of an infestation occurring. We know that we now have thrips, which came from Mexico, we have persea mite from Mexico, and we have the Mexican Fruit Fly. Did all of these pests have a zero chance of entering and causing an infestation? How can the USDA say that there is a zero chance of infestation and at the same time estimate that there will be 400 infested avocados imported each year. We can’t totally rely on statistics. Just this year we had an avocado quarantine due to the Mexican Fruit Fly that cost the avocado industry millions. This can not be ignored. The effect of an infestation could be catastrophic.

The USDA is Bending Over Backwards to Diminish the Likelihood of an Infestation. It has not addressed the fact that: 1) the chances of infestation are greatly increased by allowing imports during the summer months when pests are prevalent in Mexico and the likelihood of imported pests surviving are increased; 2) there are thrips-related insects that are associated with avocado fruit; 3) that stem weevils continue to be found in alarming numbers and they migrate easily; 4) that the fruit fly larvae and eggs could be imported via ripe avocados. Shall I go on?

All this adds up to one conclusion. There is a risk of infestation and it is higher than the USDA purports. I believe that your economic analysis should have addressed the impact of a catastrophic infestation to U.S. net welfare. 

Who is the USDA looking out for?

There Are Other Negative Ramifications. What about the smog from the trucks coming from Mexico? They don’t meet California requirements and are causing substantial air pollution problems. Should we ignore that? What about the fact that Mexico has put up false trade barriers against California exports? Should we ignore that? What about the increased costs to inspect the higher volume of fruit? Shouldn’t that offset the net welfare figure? I believe that if all of these factors were accounted for in the USDA’s economic analysis that the net welfare to the U.S. would be greatly diminished and possibly would be negative. 

However, most of these risks can be greatly reduced by permanently disallowing imports to those states that grow avocados, i.e. California, Hawaii, and Florida. Certainly the risk of an infestation would be greatly reduced. Furthermore, the economic impact to the avocado industry would be greatly reduced and this would allow most small entity producers and handlers to stay in business. It seems to be a very reasonable solution.

Conclusion. Therefore, I believe that continued restriction of no imports to California, Florida and Hawaii should be permanent. It makes the most economic sense and it has the greatest likelihood of avoiding a disaster. If the USDA is concerned about the U.S. citizen and less about politics it should permanently ban imports to the three producing states.

Sincerely,

Daniel F. Coxe, JD, MBA, CFP

