|

7/ “““\\\ A ECO" SEARCH

% // RESEARCH IN AGRICULTURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu
aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.


https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu

Certification logosin the market for organic food:

What are consumerswilling to pay for different logos?

MEIKE JANSSEN and ULRICH HAMM

Agricultural and Food Marketing
University of Kassel
Steinstrasse 19
37213 Witzenhausen
Germany

Paper prepared for presentation at the EAAE 2011 Congress
Change and Uncertainty
Challenges for Agriculture,
Food and Natural Resources

August 30 to September 2, 2011
ETH Zurich, Zurich, Switzerland

Copyright 2011 by Meike Janssen and Ulrich Hamrth rights reserved. Readers may make
verbatim copies of this document for non-commemigposes by any means, provided that

this copyright notice appears on all such copies.



Abstract

Organic food is often labelled with an organic ifedtion logo to gain consumer trust in the
product integrity. The number of different organertification logos in the European market
raises the question whether consumers prefer spéamos over others. The aim of this paper
is to analyse consumers’ willingness-to-pay (WTB) #ifferent organic logos to give
recommendations for actors in the organic sectdroi€® experiments and structured
interviews were conducted with 2,441 consumersrgémic food in six European countries.
The data was analysed with random parameter logdefs. We found great differences
between the tested logos regarding the price prarthat consumers were willing to pay. The
highest WTP was recorded for well-known logos tt@atsumers perceived as credible with
high production standards and a strict controlesystit is thus recommended for suppliers of
organic food to label products with an organic Iqggeferred by consumers. Organisations
owning an organic logo should put effort into measuor increasing consumer awareness of
the logo and forming consumer perceptions of théfioation scheme behind it.
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Organic logos, willingness-to-pay, credence goaaisiiom parameter logit models

1 Introduction

In the market for organic food, consumer trust @wial issue since consumers are not able
to verify whether or not a product is an organiocdurct, not even after consumption. Organic
products must be produced according to organicciples, which refer to the production
process rather than to the end-product (Jthal, 2005). In information economics, product
attributes of this kind are called ‘credence atti#s’ and the corresponding products
‘credence goods’ (Darby & Karni, 1973). Consumaestiin the product integrity of credence
goods is of crucial importance, in particular iéttbredence attribute involves a price premium
like in the case of organic food (Golahal, 2001). An instrument to gain consumer trust in
credence goods markets is third-party certificabbthe supply-side (Roe & Sheldon, 2007).
Organic certification has a long tradition in maByropean countries. Organic certification
logos on product packages and/or price tags am tossignal consumers at the point-of-sale
that a product is a certified organic product.

In the European Union (EU), only those products lmaiabelled and sold as organic food that
comply with and are certified according to the piites of organic production, certification
and labelling of Regulation (EC) No 834/2007. Sinkdy 2010, all prepacked organic
products produced and sold in the EU must be letheNith the new mandatory EU logo
(Regulation (EU) No 271/2018)The new logo replaced the old voluntary EU logesifles
the EU logo, there are several other organic aeatibn logos in many European countries,
which are owned by different kinds of organisatioifiese can be differentiated into
governmental logos on the one hand and logos @hjgiorganisations on the other hand.
Governmental logos are found in some but not ifcalopean countries (e.g. Danish ‘Red &’
logo, German ‘Bio-Siegel’). Private organisationghwown organic certification logos are
farmers’ associations (e.g. Demeter, Soil Assammtiumbrella organisations of the organic
farming sector (e.g. Bio Suisse) and control bo¢keg. Ecocert).

Organic certification logos target the final consuniJahnet al, 2005). From a marketing
perspective, the variety of different organic lognghe market raises the question whether
consumers prefer products witipecific organic certification logos. Furthermore, it is of
interest how consumer preferences are influencecbhgumer awareness and perceptions of

! A transition period is granted until 2012 (Regiaat(EU) No 271/2010).



the logos. These questions are not only relevantofganisations owning an organic
certification logo but also for producers, processand retailers in the organic market. To the
author’s knowledge, little scientific evidence dgigegarding consumer preferences for
specificorganic logos. While several studies investigdtexriprice premium that consumers
are willing to pay for organic food, most of thesadies either used a single organic logo or
the word ‘organic’ to distinguish organic from cemtional products (see e.g. Hooglagid
al., 2007; Scarpa & Thiene, 2007; Teratanavat & HooR@06; Loureircet al, 2001).

The objective of this contribution was to investegaonsumer preferences and willingness-to-
pay for different organic certification logos in xsiEuropean countries to give
recommendations for market actors in the organitoseBy means of choice experiments
and structured interviews it was determined wheéimel which organic certification logos are
preferred by consumers. Furthermore, it was andly®av the logo choice is influenced by
consumer awareness and perceptions of differeanardogos.

The contribution is organised as follows: In Sett®, the theoretical concept of product

labelling and third-party certification in crederng@ods markets is discussed with reference to
organic certification logos. In Section 3, the syndesign and the econometric model of
choice analysis are outlined. In Section 4, thelteof the model estimations are presented
and discussed. In Section 5, recommendations fokehactors in the organic sector are

made and conclusions are drawn regarding prodbetliag in credence goods markets.

2 Product labelling and third-party certification in credence goods markets

Credence goods markets like the market for orglid feature a high degree of information
asymmetry, since consumers are not able to verifgtiaer or not a product was produced
according to the promised characteristics (DarbyKé&rni, 1973). Due to the uneven
distribution of information between the supply s@ed the consumer side, credence goods
markets are prone to fraud and opportunistic behavin the supply chain and might thus
suffer from a lack of consumer trust (Darby & KardB73). One way to overcome the
dilemma of information asymmetry is third-party tdgration (McCluskey, 2000). Neutral
certifiers, which are accredited by competent attiies, guarantee regular inspections of the
processes within the supply chain and ensure camg®i with the respective production
standards (Jahat al, 2005). Many certification schemes have an owrm ladpich certified
producers and processors can use to label thalupts, so that consumers are able to identify
certified products at the point-of-sale (Goktral, 2001; Roe & Sheldon, 2007).

The underlying assumption of third-party certificatis that consumers have greater trust in
independent certifiers than in private producerd processors (Albersmei@t al, 2010).
However, with regard to organic food, several stadiound that some consumers were
sceptical about the integrity of organic produetich prevented them from buying more
organic food (Aertsenset al, 2009; Hughneret al, 2007). Likewise, several authors
suggested that consumer trust in the certificaiomeme is the prerequisite for third-party
certification to diminish the dilemma of informaticasymmetry in the producer-consumer
relationship (Golaret al, 2001; Jahret al, 2005; Albersmeieet al, 2010). Our contribution
investigates this aspect in the context of orgamdification logos. At the point-of-sale,
organic certification is signalled to consumersdsgduct labelling, either with the written
prefix ‘organic’ or with additional organic certfation logos. We elicit whethespecific
organic certification logos are more successfuhtbéhers in overcoming the dilemma of
information asymmetry inherent in credence good.



3 Methods

Choice experiments were conducted to elicit conssmeillingness-to-pay (WTP) for
different organic certification logos. In subsequstiuctured interviews, data was collected
on factors that might influence the WTP. The studgs conducted with 2,441 consumers of
organic food in the six European countries CzechuRkc (CZ), Denmark (DK), Germany
(DE), Italy (IT), Switzerland (CH) and United Kingoh (UK). The data was analysed with
random parameter logit models. In marketing researiboice experiments are often used to
determine what consumers are willing to pay fofedént product attributes (Hensher &
Greene, 2003). In choice experiments, participardsasked to make a choice out of a set of
different product alternatives (Lusk & Schroedd)2). One advantage of this method is that
choice experiments are more similar to a real lygituation compared to other methods for
analysing the WTP for product attributes (e.g. tment valuation, auctions). Choice
experiments are based on Random Utility Theory (Jtame, 1927) postulating that an
individual who makes a choice among different ali¢ives strives to maximise utility. The
individual thus chooses the one alternative thawiges him/her with the highest utility
(Louviereet al, 2000; McFadden, 1974). In accordance with LamcastConsumer Theory
(Lancaster, 1966), it is assumed that the utilita @roduct stems from the different product
attributes.

3.1 Survey design

The choice experiments were conducted with twaedkffit kinds of products: organic apples
and eggs. These two products were chosen sincasitintended to investigate both a plant
and an animal product. Furthermore, many consumegslarly buy apples and eggs and
these products are available from domestic prodngti the study countries. Each participant
was presented with two choice sets of organic apgbel two choice sets of organic eggs. The
four product alternatives within a choice set labk#entically but were marked with different
organic logos and prices. In addition, the partioig were also free to refrain from buying
any of the offered alternatives (“no-buy optioriThe no-buy option was included to make the
buying decision more realistic. Furthermore, prasicstudies showed that forced choice
might lead to biased results (Dhar & Simonson, 2008each study country, four different
organic labels were tested (Table 1). The choigeeements were designed as so-called
labelled experiments, i.e. each label was preserdgach choice set. The selection of the
organic logos used in the experiments was based meceding qualitative study with focus
group discussions (Janssen & Hamm, 2011). In eachty, only those logos were included
which existed in the market and could be used anedtic products.

Table 1: Organic logos used in the choice experiments

Country Labe 1 Label 2 Label 3 Label 4

CH Bio Suissé Faked logbd Demetet

Cz Old EU logd Governmental logo Demeter

DE Old EU logo Governmental logo Demeter .

DK Old EU logo Governmental logo Demeter Without logo
IT Old EU logo CCPB Demeter

UK Old EU logo Soil Associatidh ~ OF&G’

TUmbrella organisation of famers’ associations.

2Referring to the Suisse governmental organic reigua

®International farmers’ association.

*The old EU logo was used since the survey was atiadibefore the new mandatory EU logo was introduce
®> CCPB=Certificazione e controllo prodotti biologittalian certification bodly.

®British farmers’ association.

"OF&G=0rganic Farmers & Growers. British certificatibody.

2 In Switzerland, only two common Swiss organic ifiegtion logos are currently found in the markBiq
Suisse and Demeter). Therefore, a faked logo wesestenl referring to the Swiss organic regulation.



The products were offered at four different priegels. The relative price levels were the
same in all countries: 1.00, 1.25, 1.50, 1.75. dlsolute prices used in the experiments were
based on the average market price of organic apglgs in the respective survey regions one
month before the experiments were conducted (tleeage market price equals price level
1.25). The experimental design for the systemaditation of the price levels across the four
label alternatives was based on a fractional fadtdesign with 16 different choice sets for
apples and eggs respectively (developed with tftevae package SPSS). The sample was
divided into eight blocks.

The choice experiments were designed to resemblealabuying situation. Real organic
apples and eggs were presented. Typical produatniaition, which was identical across the
alternatives, was shown on the price tags (applasety, domestic origin; eggs: egg size,
domestic origin). Furthermore, the participants evrstructed that they would have to pay
for the chosen products just like in a real shopeaduce the hypothetical bias (Lusk &
Schroeder, 2004).

In the structured interviews conducted after theiadh experiments, the participants were
asked to rate each tested label regarding awareoestibility, organic standards and the
control system. Finally, data on socio-demograpghi@&racteristics were collected.

3.2 Econometric model

The random parameter logit (RPL) model used in tbsearch is a generalised form of the
multinomial logit model. Separate RPL models westngated for apples and eggs with the
software package NLOGIT 4.0. The WTP for the testeghnic logos was based on the
following utility functions:

U iaberr = Viaverr * Eiaverr = ASGapen + Bprice PRICE+ €p5pen
iabelz = Viaveiz T Eiabetz = ASCperr T Brrice PRICE+ €15
iabeis = Viabeis + Eianeis = ASGapeis + Bprice PRICE+ e
abeia = Viaveta + Eiabeia = Brrice PRICE+ & a4

No-buy :VNo—buy + ‘gNo—buy = ASQ\Io—buy + gNo—buy

The WTP was calculated by dividing the alternaspecific constant of a logo by the price
coefficient as suggested by Lusk & Schroeder (2004)

WTR =ASG/ Berice

U
U
U
U

This WTP measure provides tredditional WTP for apple/eggs with a specific logo
compared to organic apples/eggs without a logaesime defined th&SCsin relation to the
alternative without a logo (=label 4) in the abaudity functions. The WTP was based on
relative price levels (1.00; 1.25; 1.50; 1.75) mdex to make the WTP measures comparable
across the study countries. Therefore, the valtidélseoWTP measures cannot be interpreted
in monetary terms but only relative to each other.

While the basic multinomial logit model assumes é¢sémated parameters to be fixed in the
population, the random parameter logit (RPL) mddédo called mixed logit model) allows
preference heterogeneity in the population, i.e.fthcoefficients andASCscan vary across
individuals (Hensher & Greene, 2003). For thesealed random parameters both the mean
and the standard deviation are estimated. For pacmeter, it can be determined whether
the parameter is random or fixed by checking wirethe model provides a significant
estimate of the standard deviation (Henstteal, 2005). During the process of RPL model
specification, we checked allISCsfor a significant standard deviation. In RPL mag¢he
researcher has to make an assumption regardingdigtréoution of each random parameter
(e.g. normal, lognormal, uniform, triangular dibtriion) (Hensher & Greene, 2003). We
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assumed the randoASCsto be normally distributed. The generic price &oefnt was
estimated as a fixed parameter, since random ppaemeters often result in an
overestimation of the WTP (the price parametehé denominator in the WTP calculation,
i.e. below average values of the price coefficemise disproportionally high WTP measures
compared to above average values). One way to ghlseproblem is to keep the price
coefficient fixed; then the WTP follows the samsetdbution as the nominator (Riglat al,
2009; Layton D. F. & Brown G., 2000; Revelt D. &alin K., 1998)

The preceding qualitative study suggested that woes preferences for an organic
certification logo might be influenced by consunaevareness and perceptions of the logo.
After the choice experiments, the participants whegefore asked to rate each logo regarding
the dimensions awareness, credibility, standardscamtrol system on a seven-point scale.
Additionally, the answer answer category “I donitokv” was provided. As expected, the
dimensions for one logo were not independent fracheother. To avoid multicollinearity,
the dimensions had to be reduced into one variddleeach logo. However, due to the
inclusion of the nominal scaled answer categorgdh’t know”, methods of data analysis
requiring metric data (like factor analysis) wer applicable to the original data. Therefore,
the ratings were transformed into dummy variablésciv equalled ‘one’ in case of a high
rating (the two second highest scores) and ‘zetftéravise. For each logo and participant, an
index was then created which equalled the sumeofdaar dummy variables. The index could
thus take on the values zero, one, two, three @mdgdoints respectively. Finally, RPL models
based on the following utility function includindhé ‘awareness and perception index’
(APindey were estimated (the procedure was adapted fraimiere et al. (2000, p. 295f.):

U, =V, +& = ASG + Bogce PRICE+ B,prge APiNdext &,

3.3 Sampling and description of the sample

Data was collected face-to-face in the Czech Reép(6lz), Denmark (DK), Germany (DE),
Italy (IT), Switzerland (CH) and United Kingdom (Jkn February and March 2010 after a
pre-test with 15 participants per country one moad#hlier. In each country, around 400
consumers of organic food took part in the studye Thoice experiments and interviews were
conducted at specialised organic food shops andetional supermarkets with an organic
food range. The participants were recruited basequota sampling for age and gender with
a structured screening questionndifeurthermore, two screening questions were usest, Fi
participants had to be responsible for the foodlpage in their household; second, they had
to buy organic applesndeggs at least once a month (based on self-assaysme

In all countries, the age and gender quotas wdfildd with a deviation of less than three
percentage points (Table 2). The level of educati@s generally high in the sample, in
particular in Italy. However, this result is in acdance with previous studies suggesting that
the share of people with a college or universitygrde is, on average, higher among
consumers of organic food compared to the reshefpbpulation (Zander & Hamm, 2010;
Wier et al, 2008).

® A new kind of models called ‘WTP space’ was relyedeveloped to overcome the problem of implausible
WTP distributions in RPL models. However, WTP spag®lels are not yet available in commercial sofewar
packages.

* The country-specific quotas for the two age groiiBsto 44 and 45 to 75 years) reflected the sbitieese
groups in the total population. Regarding gendwer,quotas reflected the buying behaviour of houssha

each country.



Table 2: Description of the sample: Socio-demographic characteristics

CH Cz DE DK IT UK
N 397 400 405 401 427 411
Gender N 395 400 405 401 427 411
Female 61.5% 65.8% 65.7% 71.0% 70.3% .0981
Male 38.5% 34.2% 34.3% 29.0% 29.7% 29.0%
Age N 397 400 405 401 427 411
18-44 years 47.1% 61.0% 50.1% 46.6% 42.4% 51.8%
45-75 years 52.9% 39.0% 49.9% 53.4% 57.6% 048.2
Mean age in years 45.1 40.3 44.1 46.3 46.2 6 45.
Education” N 394 400 398 401 427 411
No formal qualification 0.3% 2.8% 0.0% 3.0% 0.0% 5.6%
GCSE 35.8% 8.5% 25.1% 2.7% 1.6% 12.4%
A level 29.7% 49.3% 33.2% 32.4% 11.0% 15.8%
College or university degree 34.3% 39.5% 41.7% 1.8% 87.4% 66.2%
Household size N 396 400 396 401 426 410
Mean 2.4 2.8 25 25 2.8 2.7
Household net income N 377 393 379 400 426 406
(per month) Medigh 2,700 € 1,500 € 2,700 € 3,300 € 2,100 €3,300 €

Y The listed categories are taken from the UK qoaestire. Equivalent terms were used in the othenties.
2General Certificate of Secondary Education=appyeds of school.
3Class mean of the median class (ten income catsgeeee provided in the questionnaire).

4 Results and discussion

All RPL models (Table 3) are statistically signémt at the 99.99% confidence level (Chi
square statistics).The model fits vary across the countries with ttighest model fits
observed in Denmark and the lowest in Italy (basethe Log Likelihood function value). In
all sets of models, the egg model has a Log Likelthfunction value closer to zero compared
to the apple model, suggesting the egg models hdetter fit. One explanation could be that
in the choice experiments, slight variations in libek of the apples could not be completely
ruled out whereas the eggs looked very much alikaall models, the price coefficient is
significant and of the expected negative sign.

Table 3: RPL modelson consumer preferencesfor organic certification logos

Apple models Egg models
Model 1 Model 2 Mode 1 Model 2
RP! % sp? p° sp? RP! p° sp? B’ sp?

CZECH REPUBLIC N=782 N=776
Price Fix -3.49* - -3.50* - Fix -3.83* - -3.82* -
ASC EU logo RP 0.58 2.05* 0.55 1.93* RP 1.11* 1.36* 1.07* 1.28*
ASC Gov'l logo RP 2.45* 3.16* 1.72* 2.85* RP 2.56* 2.49* 1.93* 2.09*
ASC Demeter Fix 0.37 - 0.78* - RP 0.58* - 0.93* -
ASC No-buy Fix -7.06* - -6.44* — Fix -7.61* - -7.06* -
AP-Inde} Fix - - 0.54* — Fix - - 0.45* -
Log Likelihood -778.64 -749.76 -748.80 -724.3
McFadden Pseud®? 0.38 0.40 0.40 0.42
DENMARK
Price Fix -5.15* - -4.91* - Fix -6.55* - -6.67* -
ASC EU logo RP 0.88* 0.94 0.55 1.12* Fix 1.64* - 1.35*% -
ASC Gov'l logo RP 3.35* 2.34* 1.88* 1.79* RP 4.40* 2.43* 2.99* 2.32*
ASC Demeter RP 0.88* 2.05* 0.82* 1.06* RP 1.78* 2.13* 1.58* 1.56*
ASC No-buy Fix -9.05* - -7.88* - Fix -10.43* - -9.78* -
AP-Index Fix - - 0.67* - Fix - - 0.69* -
Log Likelihood -684.68 -633.79 -614.27 -567.33
McFadden Pseudg? 0.46 0.50 0.52 0.57

® The following ‘no-buy cases’ were excluded from tteice analysis: Participants who stated to neeha
chosen a product because they disliked the loapeshcolour, size, variety or smell of all offeqgeducts, or
they stated to only buy from a certain shop/vendor.



Apple models Egg models
Modd 1 Modd 2 Mode 1 Modd 2

RP! B’ sb? B’ sb? RP! B’ sb? B’ sb?
GERMANY N=772 N=770
Price Fix -2.66* - -2.59*  — Fix -1.81* - -1.77* -
ASCEU logo  Fix 0.03 - -0.02 - Fix 0.48 - 0.4T -
ASC Gov'l logo RP 1.69* 1.03* 0.54* 0.94* RP 2.08* 1.03* 0.82* 0.98*
ASC Demeter RP 1.61* 1.90* 0.34 1.04* RP 2.38* 1.33* 0.91* 0.46
ASC No-buy Fix -34.56 - -34.43 — Fix -33.37 - -33.53 -
AP-Index Fix - - 0.53* — Fix - - 0.58* -
Log Likelihood -805.06 -753.11 -776.52 -695.80
McFadden Pseud®? 0.35 0.39 0.37 0.44
ITALY N=854 N=844
Price Fix -1.84* - 177 — Fix -2.19* - -2.01* -
ASC EU logo RP 1.84* 1.83* 0.74* 1.41* RP 2.31*  2.50* 1.11* 1.87*
ASC CCPB RP 1.10* 1.20* 0.66* 1.01* RP 1.52*  1.81* 0.97* 1.84*
ASC Demeter RP 0.95* 2.36* 0.94* 1.06* RP 1.03* 2.31* 0.92* 1.11*
ASC No-buy Fix -5.44* - -4.74%  — Fix -5.37* - -4.48* -
AP-Inde} Fix - - 0.70* - Fix - - 0.74* -
Log Likelihood -987.59 -890.95 -933.92 -855.00
McFadden Pseud®? 0.28 0.35 0.31 0.37
SWITZERLAND N=772 N=778
Price Fix -2.79* - 2,72 — Fix -2.76* - -2.69* -
ASC Faked logoFix 0.62* - 0.26 - RP 0.79* 0.90 0.45 0.62
ASC Bio Suisse RP 1.90* 1.84* 0.22 1.79* RP 2.64*  1.36* 0.80* 1.37*
ASC Demeter RP 1.16* 2.07* 0.11 0.98* RP 1.07* 2.49* -0.03 2.20*
ASC No-buy Fix -7.12* — -6.78* - Fix -33.60 - -34.00 -
AP-Inde} Fix - - 0.62* — Fix - - 0.69* -
Log Likelihood -835.91 -764.18 -777.08 -715.13
McFadden Pseud®? 0.33 0.38 0.38 0.43
UNITED KINGDOM N=790 N=786
Price Fix -2.30* - 227 — Fix -3.47* - -3.41* -
ASCEU logo  Fix 0.23 - 0.39* - Fix 0.23 - 0.49* -
ASC Soil Ass. RP 0.75* 1.57* 0.39 1.33* RP 1.18* 2.12* 0.59* 1.73*
ASC OF&G RP 0.95* 1.13* 0.71* 1.14* RP 1.55* 1.88* 1.16* 1.80*
ASC No-buy Fix -7.70* - -7.38* - Fix -7.11* - -6.55* -
AP-Index Fix - - 0.24* — Fix - - 0.40* -
Log Likelihood -939.50 -927.04 -856.91 -834.7
McFadden Pseud®? 0.26 0.27 0.32 0.34

1 RP= Random parameter, Fix = Non-random (fixed) pater.
2B = Parameter coefficient.
% SD = Standard deviation of parameter distribuibrandom parameters.
4 AP-Index = Index measuring consumer awarenesparmption of organic certification logos.
* Statistical significance at the 0.01 level.
* Statistical significance at the 0.1 level.

— Term was not estimated in the model.

A significant positive additional WTP compared togucts without a logo was observed for
almost all logos, even for the faked logo testedSimitzerland (Figure 19.That means
consumers clearly preferred products labelled witiganic logos compared to similar
products without a logo. However, the price premitirat consumers were willing to pay
differed considerably between the logos. In Switzet, the Czech Republic, Denmark and
Italy there wasone logo with a considerably higher additional WTP qared to the other
logos. Those were the Bio Suisse logo in Switzeklahe Czech and Danish governmental
logos and the EU logo in Italy. In Germany andlihé there werdwo logos with a relatively
high additional WTP, namely the logo of the farmesassociation Demeter and the
governmental logo in Germany and the logos of #wifccation body ‘Organic Farmers &
Growers (OF&G)’and the farmers’ association Soisédation and in the UK.

A comparison of the WTP for the different kindslo§os across the countries revealed the

following picture:

® In this paper, the terms ‘additional WTP’ and Garipremium’ refer to the mean additional WTP coragao
similar products without a logo.
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Old EU logo: The additional WTP for the old EU log@as relatively low or equal to zero
in the Czech Republic, Germany, Denmark and the ldKontrast, the old EU logo had
the highest additional WTP of all logos testedtatyl

Governmental logos: In the Czech Republic and Dekntlae governmental logo featured
the highest WTP of all tested logos. In Germang,WiTP for the governmental logo and
the Demeter logo were both equally high for applés; eggs the WTP for the

governmental logo was slightly lower than for thenieter logo.

Logos of private organisations: In Switzerland aheé UK, the highest WTP was
observed for a private logo. However, both couatde not have a governmental logo and
the old EU logo was not commonly used. The Demetg featured a high WTP only in
Germany, whereas in the Czech Republic, Denmaaly #nd Switzerland, the WTP for
the Demeter logo was considerably lower than ferltigo with the highest WTP.

Mean additional WTP for organic certification logos
Reference category = organic products without a logo
Based on relative price levels in the experiment (1.00, 1.25, 1.50, 1.75)
Czech Republic Denmark
1.2 1.2
104 O Apples (n=782) @ Apples (n=788)
' B Eggs (n=776) 104 B Eggs (n=796)
0.8 - 070 g7 0.8 1 0.65 0.67
0.6 0.6 1
0.4 1 0.29 041 025 0.27
N = — = - ’£. ﬂ
0.0 1 0.0 ‘ ‘
EU Gowvernmental Demeter EU Governmental Demeter
14 Germany 131 1 Italy
1.05
1.2 o Apples (n=772) 115 1.00 O Apples (n=854)
B Eggs (n=770) 10 B Eggs (n=844)
1.0 -
0.8 0.69
0.8 1 0.60
0.63 0.61 0.6 0.51
0.6 0.47
0.4 4
041 0.26
0.2 1 0.2 1
[
0.0 : ‘ 0.0
EU Gowernmental Demeter EU CCPB Demeter
Switzerland United Kingdom
1.2 1.2
0.96 O Apples (n=772) O Apples (n=790)
1.0 | Eggs (n=778) 1.01 | Eggs (n=786)
0.8 1 0.68 0.8 1
0.6 - 0.6 - 05
0.42 041 ¥
0.38
041 0.29 0.4 032 034
0.22
[ o
0.0 ‘ ‘ 0.0 ‘ ‘
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Figure 1: Willingness-to-pay for organic certification logos

The RPL model estimates with the logo awarenesspanception index (Table 3, Model 2)
show that the coefficient has a significant positsign in all models. Thus, a higher rating of
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an organic logo in terms of awareness, credibifitgndards and control system increased the
probability that this logo was chosen. The logothwine highest WTP were the ones which
consumers on average knew well and perceived twdakble with high standards and a strict
control system. This explains why the WTP diffebetween the tested organic logos.

5 Conclusions

According to our results, very few consumers peexi organic products without a

certification logo to be credible. For almost akted organic certification logos, the WTP
was significantly higher than for similar produetghout an organic logo. That even holds
true for the faked logo tested in Switzerland. Hogre the WTP differed considerably

between the logos. The highest price premiums vezr@rded for logos that were, on average,
well-known and perceived to be credible with stacganic standards and a strict control
system.

Our findings illustrate that third-party certificah does not automatically overcome the

dilemma of information asymmetry inherent in cretegoods. Rather, consumer perceptions
of the logo representing a certification schemg e central role at the point-of-sale. For a
certification scheme to be successful, consumereweas of the corresponding logo and
positive perceptions of what stands behind the krgoof crucial importance. We recommend
that organisations owning a certification logo foonsumer goods invest in marketing

communication and public relation for increasinghgamer awareness of the logo and
forming consumer perceptions of the certificatiohesme behind it.

Communicating process-related characteristics eflamce goods to consumers is certainly
not easy, in particular in the food sector. Presioesearch showed that consumers know little
about agricultural practices and food productioaw$eret al, 2009; Hooglancet al, 2007).
This dilemma highlights the importance of identiiyithose aspects of a certification scheme
that are relevant to consumers and easy to unddrsha the case of organic food, several
studies showed that consumers are particularlyasted in animal welfare (Zander & Hamm,
2010; Hughneet al, 2007). Another reason for buying organic foodjrently mentioned by
consumers is that they desire products free ofiqéstresidues (Hughneet al, 2007;
Yiridoe et al, 2005). Findings like these provide hints for sssful marketing messages for
shaping consumer perceptions of what stands bemrmganic certification logo.

For producers, processors and retailers, it islhigftcommendable to label organic products
with a well-known and credible organic certificatitbgo. According to our findings, there
were great differences between countries as tohwkiids of organic logos were preferred by
consumers. In Denmark and the Czech Republic, coasuwere willing to pay the highest
price premium for the governmental logo. In Germaniiigh WTP was recorded for the logo
of the farmers’ association Demeter and the goventat logo. In Italy, the old EU logo
reached the highest WTP. In Switzerland, the logthe farmers’ umbrella organisation Bio
Suisse was clearly preferred. In the UK, the WTFs wlze highest for the logos of the
certification body ‘Organic Farmers & Growers’ ate Soil Association. The new EU logo
was not subject of the choice experiments. At tlme tof writing, it remains to be seen how
quickly the new EU logo will gain consumer awaren@s the population. However, it is
likely that it will take some time until the newdo is widely known, in particular in those
countries where the former voluntary EU logo wasvesy common. In a transition period, it
thus seems advisable to additionally label orggmeducts with an organic logo that
consumers know and trust.
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