https://doi.org/10.7892/boris.65756 | downloaded: 13.3.2017

source:

u

b
UNIVERSITAT
BERN

Faculty of Business, Economics and
Social Sciences

Department of Social Sciences

University of Bern Social Sciences Working Paper No. 7

Ethical Consumption and Social Context:
Experimental Evidence from Germany and the
United States

UIf Liebe, Veronika A. Andorfer, Patricia A. Gwartney, and Jurgen Meyerhoff

April 26, 2014

http://ideas.repec.org/p/bss/wpaper/7.html
http://econpapers.repec.org/paper/bsswpaper/7.htm

University of Bern Tel. +41 (0)31 631 48 11
Department of Social Sciences Fax +41 (0)31 631 48 17
Fabrikstrasse 8 info@sowi.unibe.ch

CH-3012 Bern www.sowi.unibe.ch



Ethical Consumption and Social Context: Experimental Evidence from Germany and

the United States
UIf Liebe®, Veronika A. Andorfer®, Patricia A. Gwartney®, and Jiirgen Meyerhoff*

* Institute of Sociology, University of Bern, Fabrikstrasse 8, CH-3012 Bern, Switzerland, E-
mail: ulf.liebe@soz.unibe.ch

® University of Kassel, Germany, E-Mail: andorfer@uni-kassel.de
¢ Department of Sociology, University of Oregon, Eugene, Oregon, USA, E-Mail:
4 Technische Universitit Berlin, Institute for Landscape and Environmental Planning

Stra3e des 17.Juni 145, D - 10623 Berlin, Germany, E-Mail: meyerhoff@imup.tu-berlin.de

Abstract
This research examines the role of social context in ethical consumption, specifically, the
extent to which anonymity and social control influence individuals’ decisions to purchase
organic and Fair Trade coffee. Our research design overcomes biases of prior research by
combining framing and discrete choice experiments in a survey. We systematically vary cof-
fee growing method (organic or not), import status (Fair Trade or not), flavor, and price
across four social contexts that vary in degree of anonymity and normative social control.
The social contexts are buying coffee online, in a large grocery store, in a small neighbor-
hood shop, and for a meeting of a human rights group. Subjects comprise 1,103 German and
American undergraduate students. We find that social context indeed influences subjects’
ethical consumer decisions, especially in situations with low anonymity and high social con-
trol. In addition, gender, coffee buying, and subjective social norms trigger heterogeneity
regarding stated ethical consumption and the effects of social context. These results suggest
previous research has underestimated the relevance of social context for ethical consumption
and overestimated altruistic motives of ethical consumers. Our study demonstrates the great
potential of discrete choice experiments for the study of social action and decision making

processes in sociology.

Keywords: Ethical consumption, choice experiment, framing effect, social context, social

norms



1. Introduction

Consumers in affluent societies increasingly consider the moral features of products in their
everyday monetary decisions: they buy organic food, use renewable energy, abstain from
buying clothes manufactured under dubious working conditions, and invest in companies that
operate in a socially responsible manner (Harrison et al. 2007b). Ethical consumption can
thus be defined as purchase decisions by persons concerned with not only the price of prod-
ucts and services, but also with the political, social, and environmental consequences of their
purchases.

Friedman (1996) differentiated “boycotts” or negative buying behavior from “buy-
cotts” or positive buying behavior. Boycotting under the banner of ethical consumption in-
cludes consumers’ refusal to buy products and services that harm the environment, communi-
ties, animals, and workers. Buycotting involves consumers’ deliberate purchasing of organic
foods and Fair Trade products over other types of products. Organic refers to food grown
without pesticides and herbicides. Fair Trade products refer mainly to items imported from
small-scale farmers in developing countries who are guaranteed fair prices, safe working
conditions, human rights, and environmental protections. This study focuses on consumers’
deliberate purchases of organic coffee and Fair Trade coffee, the oldest and most widely
available certified Fair Trade product in Germany and the U.S."

Despite the growing body of cross-disciplinary research on ethical consumption, im-
portant gaps remain in its theoretical foundations and empirical approaches (cf. Andorfer &
Liebe 2012; Lewis & Potter 2011a; Papaoikonomou et al. 2011). From a theoretical perspec-
tive, the field has been criticized for its focus on individual aspects of ethical consumer deci-
sions while ignoring the structural, collective and cultural dimensions in explanations of ethi-
cal consumption practices (e.g., Clarke 2008; Koos 2011, 2012; Thegersen 2010). An indi-
vidualistic bias is especially noticeable in the many studies focusing on consumers’ willing-
ness to pay an ethical premium for organic and Fair Trade products, where consumers’ re-
sources are crucial determinants. So far, scholars rarely consider how contextual factors of
social norms and behavioral expectations that go beyond individual consumer choice affect
ethical consumption practices. Studies that consider social norms do so narrowly, typically

examining consumers’ subjective social norms, understood as individual perceptions of re-

! While the market shares of organic coffee and Fair Trade coffee are around two percent in Germany and three
percent in the U.S., retail sales have grown steadily (TransFair 2012b; FAO 2009).



ceiving social rewards for ethical purchases (Ozcaglar-Toulouse et al. 2006; Dean et al.
2008).

From a methodological perspective, these studies’ results may overestimate the effect
of social norms because of social desirability bias, that is, respondents’ tendency to over-
report socially desirable behavior and underreport socially undesirable behavior, particularly
in interviewer-administered surveys (Tourangeau et al. 2000; Gwartney 2007; Dillman et al.
2009). In addition, many prior surveys use simple Likert-types scales to measure the strength
of individuals’ intention to buy ethical products or their actual purchase behavior (Andorfer
& Liebe 2012). Such questions do not reflect real-world purchase behavior in which people
make decisions about trade-offs between product attributes, such as price versus quality ver-
sus environmental degradation.

This study addresses two gaps in research on ethical consumption. First, we analyze
the role of social context in ethical consumer decision making. By social context we mean the
characteristics of situations in which people buy products and how those influence ethical
consumer choices at the level of the individual consumer. Social contexts are bound to social
norms, that is, “[...] cultural phenomena that prescribe and proscribe behavior in specific
circumstances” (Hechter & Opp 2001: xi). As such they influence how individual consumers
perceive the opportunities, constraints, and motivations of individual ethical consumption
decisions.

To both minimize potential social desirability bias and to analyze how social contexts
affect consumer behavior, we implemented a self-administered questionnaire with a framing
experiment. Specifically, we randomly assigned subjects to four social contexts which sys-
tematically varied the normative characteristics, or frames, of a hypothetical consumer situa-
tion. A strength of this approach is that respondents do not know that they are part of a fram-
ing experiment. In addition, it allows us to differentiate heterogeneity in taste (that is, group
differences in preferences for certain features of ethical products) from heterogeneity with
regard to social context. This research design allows us to analyze whether and to what extent
organic as well as Fair Trade purchases and social context effects vary between groups.

Second, we used a discrete choice experiment to measure respondents’ stated ethical
consumption. This method approximates real-world purchase behavior and reduces potential
social desirability bias and, for these reasons, is widely used in economic research to study
the valuation of public and private goods, including Fair Trade and organic (Hanley et al.
1998; Carlsson et al. 2010). The basic idea of a choice experiment is that products differ in

their characteristics; each combination of characteristics yields a different product. Respond-
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ents are asked to choose from an array of products the one they favor most. Such a design
allows researchers to estimate the effect or value of each product characteristic on respond-
ents’ stated choices. Choosing among different product alternatives mirrors real purchase
decisions more closely than simple items in surveys. Respondents’ repeated choices and
trade-offs as they decide among product characteristics are assumed to lower potential social
desirability bias.

At a more general level, we demonstrate that discrete choice experiments are a prom-
ising method for sociological research. The study of social context and decision making pro-
cesses is a key explanandum in sociological research. In most aspects of daily living, individ-
uals have to choose between alternatives that are characterized by different attributes. Choice
experiments are a helpful tool for social scientists because they allow estimating the influence
of various attributes on decisions while representing those decisions more realistically than
other common methods, i.e., simple survey items and factorial surveys (Wallander 2009; Jas-

so & Opp 1997; Jasso 2006).

2. How Social Context Affects Ethical Consumption
This section presents theoretical considerations and empirical evidence for the effects of so-
cial context on ethical consumption. We then examine the question of how differences in
ethical consumption behavior in general, and effects of social context in particular, can be
explained. Finally, we introduce the framing of social context in our empirical study on pur-

chasing organic and Fair Trade coffee.

2.1 Social Context Matters
Research on ethical consumption is dominated by theoretical approaches that focus almost
exclusively on determinants at the level of the individual consumer (e.g., Clarke 2008; Koos
2011, 2012; Thegersen 2010). Here, economic explanations of consumer choice within con-
sumers’ budget restrictions feature prominently (see Andorfer & Liebe 2012). From this per-
spective consumers’ decisions to buy a product are mainly influenced by their income and the
product’s price and quality. Given a product with desirable characteristics, consumers’ likeli-

hood of purchasing it should increase as its price declines. For products with similar prices,
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consumers should prefer the highest-quality product alternative. However, some consumers
are willing to pay a higher price in order to obtain a product with other characteristics they
value, such as ethically defensible manufacturing. Ethical products (for example, organic and
Fair Trade coffee) include an additional product attribute lacking in conventional products
(for example, conventional coffee), namely the socially and environmentally sound condi-
tions in which they are manufactured. For example, some consumers care about coffee pro-
ducers’ living conditions in developing countries so much that they are also willing to pay
more for their coffee in order to improve those conditions. Some consumers are so concerned
about the negative effects of pesticides and herbicides on the environment, they will pay
more for their coffee for the assurance it was grown without such chemicals. Such consumer
behavior can be explained with altruism and altruistic preferences, respectively (Liebe et al.
2011). Consumers who value these ethical attributes are willing to pay a higher price (that is,
a premium), and this willingness to pay is constrained by their economic resources (disposa-
ble income).

From a sociological perspective, however, consumer preferences and economic con-
straints do not suffice to explain Fair Trade consumption. Moving beyond narrow concep-
tions of social action (e.g., Opp 1999), scholars have investigated how economic constraints
and moral motives, including altruism, are interlinked (e.g., Sunderer & Rossel 2012); high-
lighted the importance of Fair Trade consumption as means to express and construct self-
meaning as moral persons (e.g., Adams & Raisborough 2010; Varul 2010); and linked Fair
Trade purchases to questions of conspicuous consumption (Veblen 1899) and distinction
(Bourdieu 1984) of upper and middle class consumers (e.g., Adams & Raisborough 2008;
Johnston 2008; Johnston et al. 2011.

We understand social context as the characteristics of the situation in which a product
is purchased and consumed, respectively. Such characteristics are bound to normative expec-
tations and social norms on how to act adequately in a given situation. Individuals try to act
in line with these behavioral guidelines to gain social rewards (i.e., approval) or to avoid so-
cial sanctions (i.e., disapproval) (Sherif 1936; Ajzen 1991, 1988; Coleman 1990; Ostrom
1990; Hechter & Opp 2001). Clearly, consumers can only get sanctioned for their ethical
consumption behavior (that is, receive social approval or disapproval) if others can observe
and monitor it.

Social situations differ in the degree of anonymity and social control with regard to

the possibility of monitoring individuals’ buying behaviors. In general, social control refers to



“[...] the ability of social groups or institutions to make norms or rules effective” (Reiss
1951: 196; see also Janowitz (1975) and Meier (1982)). Norm effectiveness is more likely if
individuals’ actions can be observed because members of a society can punish and reward
individual behavior. We therefore conceptualize social control as a mechanism to induce
norm compliance.

Research on norm compliance typically focuses on negative reactions to counter-
normative or deviant behavior (Black 1983; Brauer & Chekroun 2005). Our conceptualiza-
tion extends prior research by including positive sanctioning, that is, positive reactions to
normative behavior. This conceptualization is consistent with the notion of social control as
external control (Liska 1997: 40):

“External control refers to a social process whereby people
conform to norms or rules because they are rewarded with sta-
tus, prestige, money, and freedom when they do adhere to them
and are punished with the loss of them when they do not. This
process is sometimes termed coercive, external, or just social
control.”

Yet social sanctions in the form of punishment and reward presume that a norm, that is, a
behavioral prescription, is present in a population (Coleman 1990). A norm’s existence and
perception, including credible sanctions, presumes that people are aware of the norm at hand
and share the attitudes of their peers (Mead 1925: 274). Compared to buying other products,
ethical products like organic and Fair Trade coffee, include a strong normative component in
the sense that most individuals perceive their purchase and the corresponding consequences
as socially desirable (for example, environmental protections and improving farmers’ liveli-
hoods in developing countries).

We theorize that such perceived social desirability and corresponding normative ex-
pectations are more often transformed into actual purchases in situations or social contexts in
which third parties can monitor and sanction by them; i.e., when ethical consumption behav-
ior is visible to others, and hence the level of anonymity is low. We therefore propose that in
situations in which individuals make ethical consumption decisions, low anonymity and high
social control positively influence the likelihood of choosing ethical products.

Our argument about the effect of social context in ethical consumption is consistent
with research on anonymity in behavioral experiments (Hoffman et al. 1994; Hoffman et al.

1996), framing effects (Tversky & Kahneman 1981, 1986), priming effects (Bargh et al.



1996), and behavioral conformity (Carlsson et al. 2010).> We briefly outline the evidence
below.

Experiments indicate that anonymity of the decision-making process matters. While
some people behave in a manner that can be interpreted as altruistic without prompting
(Camerer 2003; Falk & Fischbacher 2006; Harbaugh et al. 2007), they are more likely to act
in a socially desirable manner consistent with a social norm prescribing altruistic behavior,
such as “doing good,” when observed by the experimenter (Hoffman et al. 1994; Hoffman et
al. 1996; Franzen & Pointner 2012). Thus, context matters. However, positive giving behav-
ior decreases considerably, or even reverses to taking, depending on the degree of anonymity
in experimental situations, the nature of the recipient, social distance, and other factors (Eckel
& Grossman 1996, 1996; List 2007). Research on framing effects and priming effects demon-
strates that the way in which researchers present decision problems to subjects can strongly
affect their judgments and decisions. For example, giving subjects positive information about
nuclear power leads to positive affect and lower risk evaluation of this technology whereas
pointing out the dangers leads to negative affect and higher risk evaluations (Slovic et al.
2004). Asking survey respondents to imagine being in a large group (priming on the first
page of the questionnaire) is associated with them donating less to charity (question on the
second page of the questionnaire) compared to respondents who were not primed to think of
themselves in a large group (Garcia et al. 2002). These findings are consistent with classic
research on the bystander effect and the diffusion of responsibility with respect to helping
behavior (Darley & Latené 1968). Such prior research suggests that consumers’ evaluation of
organic and Fair Trade products are influenced by varying the social contexts of their deci-
sions with framing or priming.

Finally, our argument is supported by research on behavioral conformity. For exam-
ple, Carlsson et al. (2010) found that Swedish women, but not men, will pay more for organic
coffee if they are informed that other consumers choose organic coffee. Such findings suggest

that social conformity affects women’s decisions more than men’s.

* Additional studies from sociology and social psychology provide ample evidence that social context in general
and (perceived) visibility of individual behavior affect norm-related behavior (Sherif 1936; Asch 1956; Milgram
et al. 1969; Darley & Latane 1970; Cialdini & Goldstein 2004; Nolan et al. 2008). Examples include tipping at
restaurants (Freeman et al. 1975), drawing graffiti in elevators (Chekroun & Brauer 2002), and contributing to
an honesty box to pay for drinks in a café (Bateson 2006).



2.2 Social Context Matters — Differently for Different People
In addition to social context effects on ethical consumption behavior, we expect that individ-
uals differ with regard to both their taste for ethical product features (that is, preference het-
erogeneity) and the effect of social context. We identify three determinants that are likely to
explain variations in buying behavior in differing social contexts, namely gender, product
experience, and subjective social norms.

Women consistently exhibit stronger ecological value orientations, a higher level of
environmental concern, and a greater likelihood to act in an environmentally friendly manner
than men (Stern et al. 1993; Greenbaum 1995; Dietz et al. 1998; Zelezny et al. 2000). To
date, however, there are no convincing explanations for such findings. Zelezny et al. (2000)
identify socialization processes and specific gender roles as potentially influential factors.
The gendered division of household labor could be the main mechanism (Brines 1994). For
example, if women are responsible for food purchasing and preparation more often than men,
it might positively correlate with an awareness of food quality and food characteristics, such
as organic production and Fair Trade.

Prior experience with a product can also result in taste heterogeneity and differential
context effects. Specifically, respondents’ choices are likely to depend on whether they drink
coffee or not. Those who drink coffee may be affected by the framing of the choice task in
the choice experiment if they remember the context from their own experience (for example,
buying coffee in a small shop in the neighborhood). In general, we expect the evaluation task
in the survey to be more realistic for coffee drinkers, consistent with the concept of experi-
enced utility (Kahneman et al. 1997; Kahneman & Thaler 2006). Stated preferences in a spe-
cific context are expected to be more accurate if respondents learn from past experience.
Even if these memories are biased, we expect coffee drinkers to express different responses
than non-coffee drinkers.

Subjective social norms can also affect preference heterogeneity and context effects
(Ajzen 1991). Although norms do not always result in corresponding behavior, perceived
normative expectations might be stronger if respondents perceive that their peer group favors
organic and Fair Trade purchases. In this case, a social norm is already present when facing a
specific buying situation. Individuals who do not perceive social rewards from their peer
group might behave differently than those who do, e.g., they might show a weaker preference
for the organic and Fair Trade attributes of coffee and be less affected by the fact that their
behavior is visible to others (that is, low anonymity in a buying situation). By taking a subjec-

tive social norm into account, we can test the basic assumption with regard to norm percep-
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tion. We assume, in general, that the effects of social context, anonymity, and social control

are more likely if ethical consumption behavior is perceived as socially desirable behavior.

2.3 Social Context Matters-Framing of Buying Situations
The arguments and evidence so far support our propositions that social contexts matter with
regard to ethical consumption and that group differences are likely. Combining a framing
experiment and a discrete choice experiment, we test whether varying degrees of anonymity
and social control—i.e., normative expectations in a buying context—influence individuals’

ideas about purchasing organic and Fair Trade products.

Figure 1: Four Social Contexts to Study Normative Influences

Purchasing organic and Fair Trade coffee in/for ...

(1) online shop (2) large grocery (3) small grocery (4) meeting of a hu-
store (supermarket) shop in a person’s man rights group
neighborhood
High anonymity / Low anonymity /
low social control high social control

Our empirical analysis employs four social contexts (and a no-frame group as control
condition) in hypothetical buying decisions of Fair Trade and organic coffee (see Figure 1).
That is, buying coffee (1) online, (2) in a large grocery store or supermarket, (3) in a small
grocery shop in one’s own neighborhood, and (4) for the meeting of a human rights group.
These contexts vary in the degree of anonymity and social control of the buying decision.
Consumers are unlikely to gain direct social benefits by ordering coffee online sitting alone at
a computer (except in the unlikely situation that they announce their purchase online using
social media). They may, however, gain social (dis)approval by imagining others observing
their purchase in a large supermarket. We assume that such perceptions are stronger in a
small convenience store close to their residence, where customers repeatedly interact with
neighbors who may notice their purchases. This context provides the opportunity to encoun-
ter social (dis)approval of others and to create and express a self-image as an ethical consum-
er. The fourth context, a human rights group meeting, represents the strongest possible nor-

mative expectations about adequate ethical consumption behavior. In it we expect the most



social control and the lowest degree of anonymity, compared to the other contexts. In other
words, we expect subjects to imagine the greatest social disapproval for bringing convention-
al coffee to a human rights group meeting and consequently adopt others’ expectations about

their ethical purchasing behavior.

3. Method: Discrete Choice Experiments

How important are the political, social, and environmental consequences of purchases in con-
sumer decision making? Discrete choice experiments (DCE) offer an elegant method to an-
swer this question. In a DCE respondents are presented with choice sets in a questionnaire
that offer different options or behavioral alternatives, and they are asked to choose the alter-
native they prefer most. Each choice alternative is described by different attributes with dif-
ferent levels (or values), allowing researchers to estimate the effect of each attribute on indi-
vidual behavioral choices.

In addition to looking at attribute effects, DCEs allow analysis of substitution pat-
terns. These show to what extent individuals are prepared to give up some amount of a spe-
cific attribute to obtain more of another attribute. If the choice set contains a monetary attrib-
ute, such as cost, this can be expressed in marginal willingness-to-pay values or marginal
willingness-to-accept values. These show how much money an individual is prepared to give
up or would need in order to obtain or prevent more of a certain alternative.

The DCE method originated in marketing and transportation research, to help under-
stand consumer preferences for new products and services (see Louviere et al. (2000) for an
overview). A typical research question might be, “How much demand exists for low-emission
and zero-emission vehicles?” Applications of DCE can also be found in environmental,
health and agricultural economics in order to measure citizens’ preferences, estimate willing-
ness-to-pay values as well as market shares for environmental amenities and programs (Ben-
nett & Blamey 2001), health measures (Ryan et al. 2008), and food products (Alfnes & Rick-
ertsen 2011). In sociology, however, this method has rarely been applied to date (for an ex-
ception, see Buskens and Weesie (2000) on social embeddedness in trust relations).

DCEs have a great potential for sociological research. Typically, sociologists interest-
ed in explaining individual behavior and social action examine the social context and propose
certain situational factors and determinants (attributes) relevant to decision making. Exam-

ples include choices about education, trust, family, and political party. Compared with survey
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measurements based on one-dimensional survey statements, DCEs have the advantage of
enabling researchers to single out the importance of each theoretical determinant, by the na-
ture of the experimental design.

Also, they are closer to real world behavior than simple survey items because the be-
havioral attribute of interest (e.g., preference for Fair Trade) is one among others that DCEs
require respondents to choose from (e.g. between the coffee attributes organic production,
Fair Trade, and price). The measurement is therefore indirect compared with direct question-
ing, but this aspect has the potential advantage of less social desirability bias, especially if
ethical aspects are involved. Moreover, respondents explicitly choose between at least two
behavioral alternatives, as they do in daily life, instead of agreeing or disagreeing with a
statement of opinion. In these ways, DCEs provide a more realistic operationalization of in-
dividual behavior and decision-making.

DCEs combine insights from the characteristics theory of value (Lancaster 1966) and
random utility theory (McFadden 1974). The characteristics theory of value assumes that
individuals do not derive utility from a product per se, but from a product’s characteristics
(and attributes, respectively): “The chief technical novelty lies in breaking away from the
traditional approach that goods are the direct objects of utility and, instead, supposing that it
is the properties or characteristics of the goods from which utility is derived” (Lancaster
1966: 133). It follows, therefore, that researchers who are interested in individuals’ prefer-
ences for consumer products (or any behavioral alternatives) have to study their preferences
for a product’s attributes. Applying this to our study of ethical consumption, a coffee product,
for instance, can be characterized by different attributes such as taste, price, and the degree of
both environmentally and socially sustainable production methods (for example, organic pro-
duction and good working conditions).

DCEs are a method that can single out the importance of each of these attributes. This
is done against the backdrop of random utility theory, assuming that utility is a latent con-
struct that exists (if at all) in the head of individuals but cannot directly be observed by re-
searchers. However, with the help of appropriate methods it is possible to explain a (system-
atic) part of utility while a random part remains unexplained. The explainable part consists of
attributes that describe (behavioral) choice alternatives, and of individual characteristics that
affect behavioral choices. The unexplainable (random) part of utility comprises the unob-
served heterogeneity of individuals, situational attributes and measurement errors. Individuals
are assumed to make utility-maximizing discrete choices. This can be expressed more formal-

ly as follows (Louviere et al. 2000; Louviere et al. 2010):
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Uin = Vin + &in, (1)

where Uin is the overall latent and unobservable utility of choice alternative 7 for individual #,
Vin is the explainable and systematic part of the utility of choice alternative i for individual »
and ein is the unexplainable and random component of the utility of alternative i for individual
n.

The researcher can only investigate the probability that individual » will choose alter-
native i. The reason is that the overall utility includes a random (stochastic) component. In
turn, random utility theory corresponds with probabilistic discrete choice models where
choice probabilities depend on (changes of) attributes of choice alternatives and characteris-
tics of the decision maker. The probability that individual n chooses alternative i from a

choice set Cn is given by

P(i|Cn) = P[(Vin + &in) > Max(Vjn + gjn)], for all j options in Cn. (2)

Max refers to the maximum operator. As represented in the second equation, utility
maximizing behavior implies that the probability of choosing alternative i from choice set Cn
by individual n equals the probability that the explainable (systematic) and unexplainable
(random) parts of alternative i for individual 7 is greater than the stochastic and random parts
of all other alternatives presented in the choice set Ch.

Assuming that the error terms & are independent and identically distributed and fol-

low a standard type I extreme-value distribution, one can derive a closed-form expression for

P ., the conditional logit model, as

ni?’

exp (Vin)

P' T ee——
" Yijec exp(Vin)

3)

where the scale parameter of the error distribution is normalized to 1, and omitted, and the
systematic component of the indirect utility of the ith alternative is assumed to be a linear

function such that

Vin = ASC + BxXik, 4)
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where ASC denotes an alternative specific constant, fka vector of preference parameters asso-
ciated with attribute %, and xix a vector of attributes of alternative ;.

However, the conditional logit model relies on a set of restrictive assumptions (Train
2009) and is thus in many cases not a behaviorally sound approach for analyzing discrete-
choice data. As a response to its limitations, the mixed logit model has been developed. The
three key components of this model are (i) using random parameters to capture taste hetero-
geneity, (i1) using error components to capture shared variation across alternatives, and (iii)
recognizing the panel character of the data, that is, that generally respondents face more than
one choice set in a survey.

In the following we first present the experimental design of the choice experiment and
the framing of social contexts, second the data collection process and descriptive information,
third our statistical approach based on error component logit models, a type of mixed logit

model, and fourth the empirical results.

4. Experimental Design

4.1 Choice Experiment
The choice experiment includes three generic alternatives (Coffee 1, Coffee 2, Coffee 3) and
a no-buy option (None of these). The alternatives are described by the four attributes (flavor,
organic, Fair Trade, and price) that can take on different levels. Table 1 gives an overview on
the attributes and their respective levels, and Figure 2 depicts an example of a choice set as

used in the survey.

Table 1: Attributes and Levels in the Choice Experiment

Attribute Levels

Organic No, yes

Fair Trade No, Yes

Flavor Mild, Medium, Dark

Price $6.79, $8.19, $9.59, $10.99

13



Figure 2: Example of a Choice Set (Control Group)

Coffee 1 Coffee 2 Coffee 3

(11b.) (11b.) (11b.)
Organic Yes Yes No
Fair trade No Yes Yes
Flavor Dark Mild Medium
Price $6.79 $8.19 $6.79
Which coffee would you buy? 0 0 0 None of these [

Three alternatives with four attributes give a very large full factorial, that is, the num-
ber of all possible groupings of attribute (level) combinations: (3x2x2x4)x(3x2x2x4)x
(3x2x2x4) = 110,592. Since this is too large to be used in a survey, we work with a so-called
fractional factorial design. More specifically, we employ an efficient design using fixed pri-
ors for the parameters in the experiment (that is, the effects of the attributes on the probability
of choosing a coffee alternative). We obtained the prior values from a choice experiment
study containing similar attributes to ours that was carried out by Cranfield et al. (2010) in
Toronto and Vancouver, Canada.’ We restricted our design to plausible alternatives and did
not present respondents so-called dominant alternatives. We excluded, therefore, coffee alter-
natives that offer the attributes organic and Fair Trade but have a lower price than another
alternative in the choice set with similar attributes (that is, respondents cannot get the same or
more ethical characteristics for a lower price). Overall, we obtained an efficient design with
12 choice sets that is suitable for estimating (non-confounded) main effects of the attributes.
In other words, based on this design the effect of each single attribute can be separated from
the effect of the other attributes that are present in the experiment. In our study each respond-

ent answered 12 choice sets.

? The basic aim of this Bayesian design approach is to select choice sets in a way that they minimize the stand-
ard errors in the estimation model given the prior values (Bliemer & Rose 2009). Note that the aim of other
design approaches that work without priors is to minimize the correlations between attributes. We used Ngene to
create a so-called d-efficient design based on a conditional logit model including fixed priors.
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4.2 Social Contexts
With regard to the social context we randomly assigned respondents to one of four treatment
groups and one control group. The control group can be considered a standard DCE as it is
typically carried out in economic valuation studies. The four treatment groups, however, got
the information in the introductory text of the questionnaire and above each choice set as pre-

sented in Table 2. The treatments represent an increasing degree of social control (that is, less

anonymity) and, hence, normative expectations of the buying context.

Table 2: Overview of Experimental Treatments Regarding Social Context

Treatment Information Choice Question Social Control
Online Imagine you are sitting alone at home at Which coffee would  Very low
shop your computer and comparing various you buy online?

coffees on the internet. You decide to pur-

chase your coffee at an online shop.
Large gro-  Imagine you are buying coffee at a large Which coffee would  Somewhat
cery store grocery store. you buy in the large  low

grocery store?

Nearby Imagine a small convenience store close to  Which coffee would  Somewhat
convenience the place where you live. You meet many  you buy at the con-  high
store of your fellow students while shopping venience store?

there.
Meeting of  Imagine you go to a meeting of an on- Which coffee would  Very high
a human campus student organization for human you buy for the hu-
rights or- rights (e.g., Amnesty International) witha  man rights group
ganization friend. Everyone going is asked to bring meeting?

food or drinks to the meeting. You are
asked to bring coffee.

5. Data and Measurement
Data collection was carried out distributing paper-and-pencil surveys in classrooms at a large
university in Germany in May/June 2011 and at a large university in the U.S. in Octo-
ber/November 2011. In total, 556 students participated in the German survey and 547 in the
U.S. survey. The questionnaire consisted of two parts: (1) the choice experiment in which
each respondent was asked to answer 12 choice sets, and (2) a follow-up questionnaire with
questions regarding coffee purchases, social norms, and socio-demographic characteristics.
The survey task took respondents about 15 minutes to complete. The survey introduction ex-
plained to non-coffee drinkers and those who only drink decaffeinated coffee how the study

still applied to them.
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Table 3 gives an overview of respondents’ characteristics per treatment and control
group for both samples. Information on respondents’ gender, coffee drinking and subjective
social norm will be used to investigate taste heterogeneity (that is, differences in preferences
for organic and Fair Trade coffee) and heterogeneity with regard to context effects (that is,
differences in the influences of varying degrees of social control). As can been seen in Table
3, a higher number of women participated in the German survey compared with the U.S.
survey. In both surveys the majority of respondents can be classified as coffee drinkers, that
is, they responded positively to the question: “Do you drink coffee at all (e.g., drip brew,
espresso, latté, instant, etc.)?” The subjective social norm was elicited with the question:
“Consider the people whose opinion matters most to you, e.g., family or friends. To what
extent would they approve if you bought Fair Trade coffee?” (five-point response scale “not
approve at all”, “somewhat not approve”, “neither/nor approve”, “somewhat approve”,
“strongly approve”). Based on a binary coded variable with a value of one if a respondent
answered “somewhat approve” or “strongly approve” we find a higher level of norm intensity
among the German respondents (around 60%) compared with the U.S. respondents (around
40% and 50%). The same question was used to ask for a subjective social norm regarding the
purchase of organic coffee. It turned out that answers to both questions are highly correlated
(correlation coefficients of 0.503, p<0.001, for the German survey and 0.612, p<0.001, for
the U.S. survey). In the following therefore, we focus on the norm concerning Fair Trade
coffee and consider it as a proxy for the norm concerning organic coffee.* Most respondents

majored in the social sciences; other disciplines include biology and chemistry.

* It has to be stressed that, compared to the other treatments, in the treatment human rights group we do not find
significantly higher shares with respect to high norm intensity. Higher shares might be expected because the
norm question was asked after the choice tasks and the framing in this treatment (that is, human rights group)
might induce socially desirable response behavior regarding the norm question. However, such a bias is not
present.
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Table 3: Sample Means for Framing Variables by Social Contexts, Germany and U.S.

Country/Framing Variables Social Contexts
Control Online  Supermarket  Small Shop Human Rights

Germany (n=556) (n=118) (n=117) (n=99) (n=117) (n=105)
Gender (1=woman) 0.60 0.49 0.64 0.60 0.57
Coffee drinker (1=yes) 0.71 0.69 0.71 0.76 0.78
Social norm (1=yes) 0.62 0.61 0.61 0.60 0.64
Social science major (1=yes) 0.38 0.37 0.32 0.39 0.41
Economics major (1=yes) 0.23 0.23 0.20 0.22 0.27
Other major (1=yes) 0.19 0.28 0.31 0.32 0.21
U.S. (n=547) (n=109) (n=110) (n=111) (n=104) (n=113)
Gender (1=woman) 0.46 0.47 0.53 0.46 0.54
Coffee drinker (1=yes) 0.67 0.64 0.63 0.60 0.68
Social norm (1=yes) 0.50 0.38 0.53 0.47 0.44
Social science major (1=yes) 0.26 0.21 0.23 0.30 0.28
Economics major (1=yes) 0.38 0.40 0.29 0.35 0.33
Other major (1=yes) 0.24 0.29 0.41 0.26 0.29

Notes: Due to missing data, cell sizes vary between 94 and 118. Differences between groups are not statistically
significant, with two exceptions: fewer German women “online” than “supermarket” and lower social norm
intensity among Americans “online” than “supermarket.”

Overall, Table 3 shows that the randomization during data collection was successful
regarding the variables gender, coffee drinker and social norm that will be used for
explaining heterogeneity in taste and context effects. Aside from two noteworthy exceptions,
we do not find statistically significant differences between the treatment/control groups. The
two exceptions are as follows: first, in the German survey the treatment group “online”
contains fewer women respondents than the groups “supermarket” (p<0.05). Second, in the
U.S. survey a lower level of social norm intensity is present in the treatment group “online”

compared to the groups “supermarket” (p<0.05).

6. Statistical Approach
In this study we use interaction effects among the choice attributes and individual specific
characteristics to investigate observed taste heterogeneity instead of specifying random pa-
rameters dealing with unobserved heterogeneity. The reason for this is that we are explicitly
interested in certain individual characteristics and whether they are significant sources of
taste heterogeneity. However, we specify error components that enable identifying preference

heterogeneity at the level of the alternatives presented on the choice sets. The error compo-
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nents group alternatives together in terms of common unobserved effects (Scarpa et al. 2005;

Jaeger & Rose 2008). The utility function of this error component logit (ECL) model is

Uin = Vin + Ein + €in (5)

where Vin is the systematic component of utility including the interaction effects among ob-
servable characteristics of the respondents and the choice attributes, Ein are the error compo-
nents, and &in the same Type 1 extreme value term as in the conditional logit model. The error
components are assumed to be from a normal distribution with zero mean and standard devia-
tion one. When the additional error terms are associated with the designed alternatives, the

utility functions are as follows:

Uait = ASCaiti+ Vin + E Alt1, A2, Al3 + €in (6)
Uaie = ASCai+ Vin + E Alt1, A2, Al3 + €in (7)
Uaiz = ASCaiz + Vin + E Alt1, Al2, Al3 + €in (8)
UNB = Vin + €in 9)

where the subscripts Altl, Alt2 and Alt3 indicate the designed alternatives of the choice ex-
periment, and the subscript NB indicates an opt-out alternative or no-buy alternative, respec-
tively. Due to the additional error component E at1, i, A3 there is no independence of irrele-
vant alternatives. The ECL model therefore also allows to treat repeated choices, that is, that
choices undertaken by one individual are linked to each other (Hensher et al. 2005; Hensher
et al. 2007).

Differences between social contexts and respondent groups can be investigated at the
level of parameter estimates (that is, estimated utility functions) and willingness-to-pay val-
ues (that is, substitution patterns). With respect to parameter estimates, models are estimated
that include interaction effects between the contexts, respondent groups (for example, women
and men), and the ethical attributes organic and Fair Trade in a choice set. Differences in pa-
rameter estimates indicate differences in utility functions. For example, to what extent the
product attributes organic and Fair Trade give higher or lower utility in specific social con-
texts or for specific groups in a population. All models were estimated using NLOGIT and
choice probabilities were approximated by simulations based on 500 Halton draws.

In addition to looking at the utility function and parameters, substitution patterns can

be investigated. They show to what extent individuals are prepared to give up some amount
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of a specific product attribute to obtain more of another product attribute. Based on the price
attribute this can be expressed in monetary terms, that is, marginal willingness-to-pay values
(MWTP). They show how much income an individual is prepared to give up in order to ob-
tain an organic or Fair Trade coffee compared to a conventional coffee. MWTP for the attrib-

utes organic and Fair Trade can be estimated by

MWTP = -BAttribute/ Bprice (1 0)

The 95% confidence intervals for the willingness-to-pay values are calculated using the Krin-

sky and Robb (1986) bootstrapping procedure with 1,000 draws.

7. Results
We present multivariate results for our German and U.S. data in Figures 3, 4, 5, and 6 as well
as Tables Al and A2 in the appendix. The figures plot unstandardized logit coefficients of
error component logit models which comprise all choices of coffee alternatives in the choices
set and the no-buy alternative. In the error component logit models, the coffee alternatives
share a common error component because they are more similar to each other compared with
the no-buy alternative. We present results of a basic model comprising effects of social con-
text, that is, interaction effects between the ethical attributes organic and Fair Trade on the
one hand and the four social contexts on the other hand (the control group is the reference for
significance tests). Results of another three models are shown that capture heterogeneity in
taste and context effects. In these models we include interaction effects regarding the ethical
attributes organic and Fair Trade and the variables gender, coffee drinker, and norm intensity
as well as context effects for organic and fair trade and the variables gender, coffee drinker,
and norm intensity. We are therefore able to find out whether women and men, non-coffee
drinkers and coffee drinkers as well as respondents expressing no or low subjective norm
intensity and those expressing a high subjective norm intensity differ with respect to their
preference for organic and Fair Trade coffee as well as context effects. Substitution patterns,
that is, marginal willingness to pay for organic and Fair Trade coffee, are presented in Fig-
ures 8, 9, and 10.
Before discussing the effects of social contexts in our study, we point to the basic re-

sults of the stated choice experiment (for details see Tables A1 and A2 in the appendix). In
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the German and U.S. data the alternative-specific constants of the three coffee alternatives are
statistically significant and negative. In addition to what can be explained by the attributes in
the choice experiment, respondents are more likely to choose the no-buy alternative than one
of the three coffee alternatives. Moreover, the estimated standard deviation for the error com-
ponent is statistically significant, indicating unobserved heterogeneity associated with the
three coffee alternatives. German respondents have a positive preference for mild coffee (the
reference category) compared with medium and dark coffee. Furthermore, irrespective of
social context respondents value both organic production and Fair Trade positively. The ef-
fect is larger for the Fair Trade attribute. In line with economic reasoning, the coefficient of
the price attribute is negative. In other words, the higher the price of a coffee alternative, the
lower the likelihood that this alternative is chosen. We find exactly the same pattern of pref-
erences in the U.S. data, except that respondents in the U.S. prefer medium coffee compared

with mild coffee.

7.1 Basic Model with Social Context Effects
Figure 3 reports the results of the basic model regarding effects of social context for the Ger-
man and U.S. data. It shows that, compared to all other social contexts and the control group,
German respondents in the context “human rights group” have a higher likelihood of choos-
ing a coffee alternative if the coffee is produced organically and under a Fair Trade regime.
We find a large effect size for the context “human rights group”.

The figure for the U.S. data shows that, there is no clear pattern with respect to con-
text effects regarding the purchase of organic coffee and, hence, our proposition of context
effects is not supported. But we do find the proposed context effect with regard to Fair Trade.
There is an effect concerning the “human rights group” treatment that is remarkable in size
(and statistical significance). Respondents in this treatment have a higher likelihood to choose

a Fair Trade coffee compared with the remaining social contexts and the control group.
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Figure 3: Coefficients of Error Component Logit Models per Country, Ethical Product At-
tribute and Social Context
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7.2 Heterogeneity in Taste and Social Context Effects

Gender. For gender, Figure 4 indicates differences in taste and context effects between men
and women. For Germany, women state an overall higher preference for ethical attributes;
they have a stronger preference for both organic coffee and Fair Trade coffee compared to
men. The effect is much weaker for Fair Trade (10% significance level, see Appendix, Table
A2) than for organic coffee (1% significance level, see Appendix, Table A2). Moreover, men
gain disutility from organic coffee, indicated by the negative sign of the coefficient for the
attribute organic in all social contexts except the “human rights group”. The positive effect
for women is consistent with previous findings on organic purchases.

Looking at the context effects for men respondents, we find strong effects in the
treatment “human rights group.” That is, the likelihood of buying organic coffee and Fair

Trade coffee increases when men consider which coffee to bring to a human rights group
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meeting. For the attribute “organic,” the overall utility is positive in this, compared with the
disutility in the other contexts. Women reveal a similar pattern regarding context effects. The
effect of “organic” and Fair Trade is larger in the context of the “human rights group” com-
pared to all other contexts.

For the U.S. data Figure 4 indicates that men and women alike state a positive prefer-
ence for both organic coffee and Fair Trade coffee. Overall the effect is larger for Fair Trade.
With respect to context effects, there is no clear pattern for organic production. Only with
respect to Fair Trade do we find a clear context effect: for men respondents the likelihood of
buying Fair Trade coffee is higher in the context of a “human rights group” than in all other
contexts and the control group (yet the differences are only statistically significant compared
to the control group). For women we find the same pattern and they state statistically signifi-
cant stronger preferences for Fair Trade in the context of the “human rights group” than men.
In sum, in the U.S. sample women state an overall more positive preference for Fair Trade
than men and, compared with the German sample, our assumption that ethical consumption is
more likely in contexts with low anonymity and high social control is only supported for Fair

Trade but not organic production.
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Figure 4: Coefficients of Error Component Logit Models for Gender per Country, Ethical Product Attribute and Social Context
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Experienced Utility. Figure 5 shows strong support for the assumption that experienced utility
matters. In the German data, coffee drinkers value organic and Fair Trade coffee in all social
contexts and the control group less positively than non-coffee drinkers. In the case of organic
coffee, the valuation is even slightly negative in the control group. While we only find one
positive and statistically significant context effect for non-coffee drinkers with regard to Fair
Trade coffee in the “human rights group” context, coffee drinkers are more sensitive regard-
ing social context. They show strong positive and statistically significant effects for the con-
text “human rights group” concerning both organic coffee and Fair Trade coffee. These ef-
fects are overall larger than in the other contexts and the control group and can be character-
ized by both high anonymity and low social control.

Experienced utility also matters in the U.S. sample. Difficult to explain is the finding
that in the control group and context “online shopping” coffee drinkers gain lower utility
from organic coffee but higher utility from Fair Trade coffee compared with non-coffee
drinkers. However, for coffee drinkers, compared with non-coffee drinkers, the effect of or-
ganic production is larger in the “small shop context” and “human rights group” context. For
coffee drinkers, we find a positive and statistically significant effect of Fair Trade in the con-
text of a “human rights group.” This finding is consistent with our proposition. Yet our prop-
osition is not supported for coffee drinkers and non-coffee drinkers with regard to organic

production as well as for non-coffee drinkers with regard to Fair Trade.

Subjective Norms. Comparing German respondents with low and high subjective norm inten-
sity in Figure 6, we find that those with low norm intensity express a positive preference for
Fair Trade only. Organic coffee gives disutility in all social contexts (statistically significant
and negative effects), except the “human rights group” context and the control group in
which it is valued positively. The positive effect is much larger for the context “human rights
group”. Thus, for German respondents the proposed context effect for situations with high
social control is supported even if they express low levels of a subjective norm. Respondents
with high norm intensity express a strong preference for organic and Fair Trade coffee, and
the corresponding figures can be interpreted as an upward shift in values for Fair Trade cof-
fee compared to the respondents with low norm intensity. The only exception is the differ-
ence for the attribute organic in the control group; here we do not find a statistically signifi-

cant difference between respondents with low and high norm intensity.
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Figure 5: Coefficients of Error Component Logit Models for Experienced Utility per Country, Ethical Product Attribute and Social Context
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Figure 6: Coefficients of Error Component Logit Models for Subjective Norm per Country, Ethical Product Attribute and Social Context
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Interestingly, irrespective of subjective norm intensity the treatment “human rights
group” can induce ethical consumption behavior in both groups. In other words, this social
context has a normative power that, to some extent, balances differences of respondents’ per-
ceived social norms with regard to ethical consumption. For the other social contexts, ethical

behavior can only be found if a social norm is already present.

In the U.S., respondents with low norm intensity as well as with high norm intensity state a
positive preference for both organic production and Fair Trade. Similar to the German data,
there are upward shifts for both attributes in the group of respondents who perceive social
rewards from their reference group for ethical consumption behavior. Our proposition is not
supported for organic production because respondents with low and high norm intensity alike
value organic coffee less positively in the context of a “human rights group” than in the con-
text of a “small shop”. Yet, in accordance with the German data, we see a positive context
effect of the “human rights group” for Fair Trade for respondents with low norm intensity
and respondents with high norm intensity. This context shows the largest coefficient values.
This supports our argument that a social context with very low anonymity and very high so-
cial control can induce ethical consumption behavior even for individuals who do not expect
social rewards from their reference group; or, to put it in another way, for those who do not

perceive a subjective social norm concerning Fair Trade purchases in their everyday life.

7.3 Marginal Willingness to Pay
So far we have seen remarkable effects of social contexts and effects of heterogeneity at the
level of utility functions. We continue by presenting substitution patterns, that is, MWTP
values derived from the error component logit models. First, MWTP values for the attributes
organic and Fair Trade in the control group and four treatment groups regarding social con-
texts are reported. Second, we compare MWTP values for each group: women and men, non-
coffee drinkers and coffee drinkers as well as individuals with low and high subjective norm
intensity, and each time we compare values in the control group with values in the treatment
“human rights group.” The reason is that with respect to social context and utility parameters
we see strong effects as well as a clear pattern of effects in the human rights group context

only. These differences are expected to translate into differences in MWTP.
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Figure 7: Significant Willingness-to-Pay Estimates with 95% CI per Country, Ethical Product Attribute and Social Context
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Basic Model with Social Context Effects. Figure 7 reports MWTP estimates and 95%
confidence intervals based on the basic estimation models with regard to the four social con-
texts and the control group. In both the German and U.S. sample MWTP is remarkably higher
for the ethical attribute Fair Trade compared to organic production. For example, in the con-
trol group of the German sample, on average, respondents are willing to pay a premium of
0.91 Euro if the coffee is Fair Trade and a lower premium of 0.16 Euro if the coffee is organ-
ic. In the U.S. sample the corresponding figures are 1.71 U.S. dollar and 0.83 U.S. dollar. The
differences are statistically significant, which is indicated by the non-overlapping 95% confi-
dence intervals for the control group and most treatment groups. Except for the attribute or-
ganic in the U.S. sample, the MWTP values in the social context “human rights group” sup-
port the assumption of context effects; they are significantly higher than in the control group
and all other social contexts. For example, in the German sample and context of a “human
rights group”, on average, respondents are willing to pay a premium of 2.19 Euro if the cof-
fee is Fair Trade. In the context “online” MWTP is 1.03 Euro. In the U.S. sample the MWTP
is 3.07 U.S. dollar versus 2.19 U.S. dollar. Again, the 95% confidence intervals do not over-
lap.

Heterogeneity in Taste and Social Context Effects. In Figures 8, 9, and 10 we present
MWTP values for preference heterogeneity in the control group and in the social context
“human rights group” (for details, see Tables A3 and A4 in the appendix). The MWTP values
not only show that subgroups have different stated preferences for ethical product attributes
and that social context matters, but also that subgroups react differently to social context.
Overall, in the German and U.S. sample we find higher values for Fair Trade in the human
rights group context compared to the control group; with one exception this pattern is also
present for the attribute organic.

Figure 8 shows that in both the German and U.S. sample, women have a significantly
higher MWTP for both organic coffee and Fair Trade coffee (non- or slightly overlapping
95% confidence intervals). For example, in the social context “human rights group”, they are
willing to pay, on average, a premium of 0.74 Euro (men=0.43 Euro) and 1.28 U.S. dollar
(men=0.60 U.S. dollar) for organic production and 2.48 Euro (men=1.94 Euro) and 3.52 U.S.
dollar (men=2.71 U.S. dollar) for Fair Trade. Except for organic production and men re-
spondents, women and men respondents alike have a significantly higher MWTP in the social
context “human rights group” compared with the control group. For example, in the German

sample women (men) respondents have, on average, a MWTP for Fair Trade of 2.48 Euro
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(men=1.94 Euro) in the context “human rights group” and 0.91 Euro (men=0.78 Euro) in the
control group.

Figure 9 shows that in the German sample, coffee drinkers have a lower MWTP for
both organic and Fair Trade coffee than non-coffee drinkers. For example, in the control
group coffee drinkers are willing to pay a premium of 0.71 Euro for Fair Trade coffee, and
non-coffee drinkers are willing to pay 1.51 Euro. This difference is statistically significant
which is indicated by the non-overlapping 95% confidence intervals. In the U.S. sample we
find the opposite direction of effects, MWTP values tend to be higher for coffee drinkers
compared to non-coffee drinkers. For example, in the control group coffee drinkers are will-
ing to pay a premium of 1.93 U.S. dollar for Fair Trade coffee, and non-coffee drinkers are
willing to pay 0.79 Euro. With regard to effects of social context, we see the same pattern in
the German and U.S. data. Except for non-coffee drinkers and organic production, all other
groups have a higher MWTP in the context “human rights group” compared with the control
group and 95% confidence intervals do not overlap. For example, in the German and U.S.
sample, coffee drinkers are willing to pay a premium of 2.20 Euro and 3.90 U.S. dollar for
Fair Trade in the context “human rights group” compared with 0.71 Euro and 1.93 U.S. dollar
in the control group.

MWTP values for heterogeneity regarding the subjective norm are presented in Figure
10. In the German and U.S. data alike, the group with high norm intensity has a higher
MWTP for organic production and Fair Trade than the group with low norm intensity. Yet
group differences are statistically significant for Fair Trade only (non-overlapping 95% con-
fidence intervals); with one exception (i.e. context “human rights group” the U.S. data) 95%
confidence intervals do largely overlap for organic production. However, in the German and
U.S. sample, respondents with high norm intensity have, for example, a MWTP for Fair
Trade of 2.40 Euro and 4.95 U.S. dollar in the context “human rights group”; the correspond-
ing MWTP values for respondents with low norm intensity are 1.79 Euro and 1.76 U.S. dol-

lar.
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Figure 8: Willingness-to-Pay Estimates with 95% CI for Gender per Country, Ethical Product Attribute and Social Context
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Figure 9: Willingness-to-Pay Estimates with 95% CI for Experienced Utility per Country, Ethical Product Attribute and Social Context
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Figure 10: Willingness-to-Pay Estimates with 95% CI for Subjective Norm per Country, Ethical Product Attribute and Social Context
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In the German and U.S. sample, respondents with low and high norm intensity have a
remarkably higher MWTP for organic and Fair Trade in the context “human rights group”
compared to the control group. All differences, except for the group with low norm intensity
and organic production in the U.S sample, are statistically significant at the 5% level which is
indicated by the non-overlapping 95% confidence interval. In terms of MWTP values, we
find, for example, that respondents with low norm intensity have, on average, a MWTP for
Fair Trade of 1.79 Euro (1.76 U.S. dollar) in the social context “human rights group” and
0.60 Euro (0.53 U.S. dollar) in the control group. For respondents with high norm intensity,
the corresponding values are 2.40 Euro (4.95 U.S. dollar) in the context “human rights group”

and 1.08 Euro (2.95 U.S. dollar) in the control group.

8. Discussion and Conclusion

The main objective of our study was to investigate how varying social contexts affect ethical
consumer decision making. Combining two experimental approaches, a framing experiment
and a DCE, enabled us to disentangle varying degrees of anonymity and social control in the
buying situation while maintaining a context of realistic ethical decision-making trade-offs.
Specifically, we randomly assigned respondents to four buying frames: purchasing coffee
online, in a large grocery store, at a nearby convenience store, and to bring to a meeting of a
human rights organization, plus a fifth no-frame group as control condition. The DCE required
our subjects to make a series of decisions choosing between products’ ethical attributes (organ-
ic production and Fair Trade) and other product attributes (taste and price). We introduced a
method that can be considered more valid in measuring individuals’ buying intention/behavior
than simple opinion questions in surveys. In comparison with simple survey items, choice ex-
periments mirror decision making more closely because subjects can choose between different
alternatives, have to make trade-offs and also make repeated choices between consumer prod-
ucts instead of answering a “one-shot” question.

Our study yielded three main results: First, in both samples we find stable and strong
social context effects for “human rights group” only. Second, subjects generally preferred
Fair Trade over organic production. Third, we observed preference heterogeneity with regard
to both ethical attributes.

At first glance it might not be surprising that the description of a social context with a

very low level of anonymity and a very high level of social control can induce stated ethical
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consumption decisions in a survey. It should be considered, however, that the normative ex-
pectations that seemed to be triggered by the “human rights group” context are so strong that
they can induce stated ethical consumer decisions also in a group of individuals with no or
very low intensity of a subjective social norm. In other words, individuals who expect a low
or no level of social rewards for their own ethical consumer decisions in everyday life also
show a stronger preference for the ethical attribute in the social context “human rights
group.” Since the subjective norm was measured directly in the survey, our findings indicate
that studies solely based on survey items tend to underestimate the role of social norms and
social context for ethical consumer decisions. Our results also show that normative expecta-
tions, or more generally social context, constitute a serious rival for altruistic concerns in the
explanation of ethical consumption.

The lack of strong effects for the rather anonymous purchasing contexts with low so-
cial control, namely “online shop” and “large grocery store,” is not surprising, for compared
to the control group, anonymous buying situations were not expected to induce ethical deci-
sions. Further, the significant difference between these anonymous contexts and the context
with high social control (that is, meeting of human right group) is consistent with framing
effects.

The lack of strong effects for the context “nearby convenience store” may be because
such shops less often carry organic and Fair Trade coffees, which could undercut the realism
of this scenario in the framing experiment. The result is not likely to be associated with stu-
dents’ lack of familiarity with small shops in their neighborhoods, because many such shops
can be found in the two university cities in Germany and U.S. where the study took place.
Moreover, such shops tend to develop a regular clientele allowing for a certain amount of
informal social control. On the other hand, such neighborhood oversight may be weakened by
students’ frequent mobility. Thus, we cannot disentangle whether the lack of effect is due to a
lack of product or the weakness of social control.

It is explicitly or implicitly argued in the literature that ethical features of a product
add up in value (Auger et al. 2003; Didier & Lucie 2008). While this is in principle supported
in our study, our second major finding was that respondents in Germany and the U.S. priori-
tize Fair Trade over organic production; this although the questionnaire did not contain any
priming toward Fair Trade. The prioritization of Fair Trade over organic production is an
important finding because both ethical attributes include different ethical features: Fair Trade
comprises primarily social goals while organic production is assumed to have positive health

and environmental effects; its benefits for workers are less pronounced. A stronger preference
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for Fair Trade might be interpreted as some form of anthropocentric bias in ethical decision
making, that is, people might prefer to improve the well-being of other human beings (for
example, small-scale coffee farmers) rather than improve the quality of the natural environ-
ment (for example, positive effects on soil quality, soil resilience, soil fertility). This anthro-
pocentric bias in ethical decision-making might outweigh egocentric motives such as per-
ceived positive health effects derived from eating organic food.

Another explanation for prioritizing Fair Trade in ethical consumption might be warm
glow giving (Andreoni 1989, 1990) or participation altruism (Margolis 1982). According to
this perspective, altruistic behavior, irrespective of whether it is directed towards other human
beings or environmental entities, is (partly) motivated by the personal/egoistic feeling of do-
ing something good. Individuals purchase moral satisfaction (Kahneman & Knetsch 1992),
which is an egoistic motive. An anthropocentric bias in ethical consumption is present if con-
sumers derive more warm glow from behavior improving the situation of other human beings
(for example, buying Fair Trade coffee or donating to prevent human catastrophes) than from
improving the quality of the environment (for example, buying organic coffee or donating to
prevent environmental catastrophes).

Third, we found preference heterogeneity with respect to both ethical attributes. It
therefore seems necessary to take this heterogeneity into account when dealing with ethical
consumption. Clearly, the ethical consumer does not exist, but groups of ethical consumers
that differ in personal characteristics. Our study points to three characteristics that explain the
observed heterogeneity partially: gender, coffee drinking, and subjective norm intensity. In
the U.S. data, women, coffee drinkers and individuals with high subjective norm intensity
show a stronger preference for Fair Trade coffee than men, non-coffee drinkers, and individ-
uals with low norm intensity. The results for the German data point in the same direction with
the exception of coffee drinkers having a weaker preference for Fair Trade coffee.

Our findings of heterogeneity are consistent with previous empirical research and ar-
guments in the relevant literature. Women tend to have higher ethical concerns regarding the
environment, including buying behaviors (Zelezny et al. 2000). One reason might be differ-
ences in gender roles in terms of household work, including buying groceries. The concept of
experienced utility (Kahneman et al. 1997) suggests differences between individuals who are
familiar with certain products compared to those who are not. Indeed, in our study coffee
drinkers state different preferences than non-coffee drinkers. Furthermore, in our study subjec-
tive social norms, that is, whether a peer group perceives ethical consumption as positive,

translates into corresponding decisions in the choice experiment. This supports the classical
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hypothesis expecting a strong correlation between subjective norms toward a behavior and the
intention to perform that behavior as well as to perform the behavior itself (Ajzen 1991).

The generalizability of our findings is limited by our use of student samples. Nonethe-
less, having demonstrated the importance of social context for ethical consumption in a spe-
cific population, future researchers can apply our experimental approach to a general popula-
tion in order to identify other segments of ethical consumption.

In addition, the social contexts included in this study might be evaluated differently by
other groups than students. Another limitation of our study is that we cannot completely rule
out unintended “external” context effects. By conducting the survey during class, the presence
of an experimenter might have triggered normative behavior (that is, higher levels of stated
ethical consumption). However, with regard to the context effects it has to be stressed that eve-
ry treatment and control group in our survey was affected by the same group of experimenters
and the same survey situation.

Quantitative empirical studies such as the one presented in this paper should be com-
plemented by in-depth qualitative studies (Shaw et al. 2006b; Shaw & Newholm 2002; Varul
2010). The latter can help to better understand the motivation behind ethical consumption. A
key question is, for example, how individuals perceive normative expectations and how iden-
tity emerges in the context of ethical consumption. Studies that can discriminate between
rival explanatory factors such as pure altruism, warm glow giving, personal norms, and iden-
tity are also needed. As this study shows, experimental approaches might be helpful to go a
step further in this direction.

These limitations notwithstanding, our study demonstrates the great potential of DCEs
for sociological research. Understanding and explaining the collective effects of social con-
text on individuals’ decisions, behaviors, and social action is at the core of sociology (Weber
1980b/1922). The macro-level patterns that interest sociologists typically result from millions
of micro-level choices made by individuals among alternatives. Each of those alternatives are
characterized by attributes and consequences that DCEs capture well. Factorial surveys paral-
lel this insight by describing situations based on varying dimensions and having respondents
evaluate the different situations on an ordinal or interval response scale (Wallander 2009).
While this method has proved effective in studying, for example, the effect of situational fac-
tors on justice judgments (Jasso & Rossi 1977; Jasso 2006) and the character of norms (Jasso
& Opp 1997), it does not mirror DCEs’ ability to characterize the social context of individual

decision making with respect to education, employment, migration, and family, for instance.
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We are therefore convinced that sociological research in many areas would benefit from more

frequent applications of choice experiments.
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APPENDIX

Table Al: Error Component Logit Models for Germany (unstandardized logit coefficients, z-values in parentheses)

Basic model Gender Coffee Drinker Subjective Norm

logit (z-value)  logit (z-value) logit (z-value) logit  (z-value)

ASCan -5.67**+(-18.20) -5.67**%(-17.49) -5.72%xx(-17.04) -5.72#%*(-18.04)
ASCare -5.73*+x(-18.06) -5.82%%(-17.33) -5.78**x(-16.88) -5.78**x(-17.86)
ASCais -5.77%%%(-18.46) -5.86*#+(-17.71) -5.83%#x(-17.29) -5.83*#+(-18.28)

Medium (reference=mild) -0.23**x(-5.10)
-1.14%#%(-29.44)
0.16%* (2.36)

0.95% (13.97)

-0.23++%(-5.10)
~1.15%+%(-28.91)
0.21*% (2.30)
0.81% (9.90)

-0.24%4%(-5.24) -0.23%+(-4.93)
~1.15%+%(-17.29) -1.14%+%(-28.98)
0.77++* (7.56) 0.13  (1.35)
1.60** (15.59) 0.64++* (7.64)

Dark (reference=mild)
Organic (reference=no)
Fair Trade (reference=no)

Price -1.05%%*(-23.49) -1.05%%%(-22.66) -1.06%**(-22.67) -1.06%**(-23.21)
Context effects Men Not Coffee Drinker Low Subjective Norm
Online*Organic 0.13* (2.24) 0.14  (1.55) -0.15  (-1.47) -0.39#*+(-3.51)
Supermarket*Organic 0.04  (0.59) -0.03  (-0.25) 0.01  (0.006) -0.34#*+(-3.20)
Small Shop*Organic 0.02  (0.35) 0.01 (0.14) 021  (1.53) -0.21* (-2.01)
Human Rights Group*Organic 0.46*++ (7.81) 0.67+* (7.01) -0.04  (-0.33) 0.40*+* (4.00)
Online*Fair Trade 0.12** (2.34) 0.04 (0.52) -0.40%**(-3.64) -0.27#xx(-2.71)

Supermarket*Fair Trade 0.04  (0.68) -0.20* (-2.27) -0.48***(-4.00) -0.42#*x(-4.57)
Small Shop*Fair Trade 0.13** (2.34) 0.05  (0.55) 0.06  (0.41) -0.28+*+(-2.89)
Human Rights Group*Fair Trade 1.34%*+ (25.98) 1.21**= (15.70) 0.82*** (6.90) 1.26%** (15.15)
Group Effects Women Coffee Drinker High Subjective Norm
Group * Organic 0.56*** (6.09) -0.80***(-8.08) 0.08  (0.89)
Group *Fair Trade 0.14 (1.92) -0.85#*%(-8.99) 0.51#= (6.77)
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Table A1 continued

Group * Context Effect

Group *Online*Organic 0.16 (1.32) 0.38+** (2.98) 0.79*** (5.97)
Group *Supermarket*Organic 0.14 (1.08) 0.04 (0.25) 0.56%** (4.28)
Group *Small Shop*Organic 0.07  (0.52) -0.17  (-1.05) 0.38*** (2.87)
Group *Human Rights Group*Organic -0.24* (-1.97) 0.70%+* (5.08) 0.10 (0.82)
Group *Online*Fair Trade 0.30**= (2.79) 0.70%** (5.47) 0.64*** (5.27)
Group *Supermarket*Fair Trade 0.43**= (3.74) 0.69*** (5.08) 0.76%** (6.44)
Group *Small Shop*Fair Trade 0.16 (1.38) 0.16 (1.03) 0.78+*+ (6.34)
Group *Human Rights Group*Fair Trade 0.42%*= (3.97) 0.75%** (5.68) 0.14  (1.30)
Ean, am, A 3.23%*x (19.31) 3.31#+= (18.59) 3.41%** (19.67) 3.29%** (19.05)
Simulated LL -6,928.65 -6,703.20 -6,848.80 -6,819.94
Pseudo-R 0.23 0.23 0.23 0.24
Obs. 25,920 25,248 25,776 25,920

Note: *p <.05; **p <.01; ***p <.001 (two-tailed tests).
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Table A2: Error Component Logit Models for the U.S. (unstandardized logit coefficients, z-values in parentheses)

Basic model Gender Coffee Drinker Subjective Norm

logit  (z-value) logit  (z-value) logit  (z-value) logit  (z-value)

ASCan -5.26%*%(-11.34) -5.19%+%(-11.02) -5.28**x(-11.32) -5.26%%+(-11.36)
ASCare -5.28**%(-11.28) -5.20%+%(-10.94) -5.29#+x(-11.25) -5.28+#x(-11.29)
ASCais -5.32##x(-11.40) -5.25%x(-11.07) -5.34#+x(-11.38) -5.32#+x(-11.43)

Medium (reference=mild)
Dark (reference=mild)
Organic (reference=no)
Fair Trade (reference=no)
Price

0.36%+* (7.71)
-0.12%+%(-3.67)
0.27#+* (4.19)
0.57++* (8.64)

-0.33++%(-11.40)

0.37#+* (7.70)
-0.11%+%(-3.08)
0.30%+* (3.78)
0.38** (5.11)

-0.32++%(-10.87)

0.35+%* (7.53)

-0.13%%(-3.74)
0.53#++ (5.45)

0.26+ (2.43)
-0.33%+%(-11.34)

0.38++%(7.89)
-0.11%+%(-3.31)
0.26*+* (3.36)
0.18% (2.18)
-0.34%+%(-11.57)

Context effects

Men

Not Coffee Drinker

Low Subjective Norm

Online*Organic
Supermarket*Organic

Small Shop*Organic

Human Rights Group*Organic
Online*Fair Trade
Supermarket*Fair Trade
Small Shop*Fair Trade

0.38#+* (8.64)
0.16%+* (3.11)
0.22%%* (4.22)

0.06 (1.22)
0.16%** (3.18)
0.03  (0.68)

0.17#+* (3.35)

0.36%+* (4.77)
0.17** (2.33)

0.11  (1.36)
0.10  (-1.43)
0.40%** (5.28)
0.14 (1.83)

0.20%* (2.69)

0.18 (1.71)
0.28** (2.58)
030  (-2.82)
-0.43%+%(-4.27)
0.35%* (2.76)
0.59+%* (5.56)
0.26** (2.37)

0.18* (2.29)
0.25%++ (3.32)
0.23** (2.79)

0.06 (0.89)
0.36%* (4.71)
014 (1.72)
0.03 (0.48)

Human Rights Group*Fair Trade 0.45%** (9.60) 0.49*** (6.89) 0.14  (1.34) 0.41**= (5.64)
Group Effects Women Coffee Drinker High Subjective Norm
Group * Organic -0.06 (-0.79) -0.39**%(-4.13) 0.26%** (3.36)

Group *Fair Trade

0.41#%* (5.43)

0.38***(3.91)

0.18% (2.18)
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Table A2 continued

Group * Context Effect

Group *Online*Organic

Group *Supermarket*Organic

Group *Small Shop*Organic

Group *Human Rights Group*Organic

0.04 (-0.32)
0.03  (-0.24)
0.17  (1.58)
0.28+* (2.79)

0.29% (2.32)
0.17  (-1.40)
0.79++* (6.31)
0.72%+* (6.20)

0.49%++ (4.49)
0.18  (-1.75)
-0.004 (-0.04)
0.003 (0.04)

Group *Online*Fair Trade -0.51#**(-4.87) -0.19 (-1.39) -0.32**%(-3.07)
Group *Supermarket*Fair Trade -0.25%* (-2.42) -0.77*+%(-6.32) -0.28** (-2.52)
Group *Small Shop*Fair Trade -0.08 (-0.80) -0.07 (-0.53) 0.28+* (2.54)
Group *Human Rights Group*Fair Trade -0.14  (-1.45) 0.51#=* (4.21) 0.26** (2.53)
Ean, am, A 4.35%x= (15.23) 4.29++* (14.98) 4.30%* (15.18) 4.32%+ (15.08)
Simulated LL -7,166.78 -6,989.61 -7,069.38 -7,070.54
Pseudo-R 0.18 0.18 0.18 0.19
Obs. 25,104 24,480 24,864 25,104

Note: *p <.05; **p <.01; ***p <.001 (two-tailed tests).
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Table A3: Marginal Willingness-to-Pay (WTP) Estimates by Attribute and Social Context, Germany and U.S.

Control Group Online Supermarket Small Shop Human Rights Group
WTP  (95% CI) WTP  (95% CI) WTP  (95% CI) WTP  (95% CI) WTP  (95% CI)

Germany (in Euro)

Organic 0.16  (0.04-0.28) 0.28  (0.17-0.39) n.s. n.s. 0.60  (0.51-0.69)

Fair Trade 091  (0.82-1.01) 1.03  (0.93-1.13) n.s. 1.03  (0.93-1.13) 2.19  (2.06-2.32)
U.S. (in dollar)

Organic 0.83  (0.53-1.12) 1.97  (1.70-2.23) 1.30  (1.06-1.54) 1.50  (1.25-1.75) n.s.

Fair Trade 1.71  (1.42-2.01) 2.19  (1.87-2.51) n.s. 222 (1.89-2.54) 3.07  (2.69-3.45)

Note: n.s. means the estimated coefficients are not statistically significant at the 5% level for organic or Fair Trade in Tables A1 and A2.
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Table A4: Marginal Willingness-to-Pay (WTP) Estimates for the Social Context Control Group and Human Rights Group, Germany and U.S.

Men Women Coffee, no Coffee, yes Norm, no Norm, yes
WTP  (95% CI) WTP  (95% CI) WTP  (95% CI) WTP  (95% CI) WTP  (95% CI) WTP  (95% CI)
Germany (in Euro)
Organic
Human Rights Group 0.43 (0.31-0.56) 0.74  (0.63-0.85) 0.69  (0.52-0.85) 0.59  (0.49-0.69) 0.49  (0.35-0.63) 0.66  (0.56-0.77)
Control Group -0.20 (-0.39-0.02) 0.33  (0.20-0.47) 0.73  (0.56-0.89) 0.03 (-0.17-0.12) 0.12  (-0.05-0.29) 0.19  (0.06-0.32)
Fair Trade
Human Rights Group 1.94  (1.80-2.08) 2.48 (2.31-2.65) 229  (2.09-2.49) 220  (2.06-2.33) 1.79  (1.65-1.93) 240  (2.25-2.55)
Control Group 0.78  (0.65-0.90) 0.91 (0.80-1.03) 1.51  (1.34-1.69) 0.71  (0.60-0.82) 0.60 (0.47-0.74) 1.08 (0.98-1.19)
U.S. (in dollar)
Organic
Human Rights Group 0.60  (0.27-0.94) 1.28  (0.96-1.60) 0.31 (-0.10-0.72) 130  (1.04-1.55) 0.97 (0.68-1.27) 4.16 (3.55-4.78)
Control Group 091  (0.53-1.31) 0.73  (0.33-1.12) 1.60  (1.10-2.11) 043  (0.07-0.79) 0.79  (0.39-1.18) 0.92  (0.58-1.27)
Fair Trade
Human Rights Group 2.71  (2.29-3.12) 3.52  (3.03-4.02) 1.22  (0.81-1.64) 390 (3.39-4.42) 1.76  (1.44-2.09) 495  (4.26-5.65)
Control Group 1.19  (0.81-1.66) 2.45 (2.03-2.88) 0.79  (0.20-1.38) 1.93  (1.61-2.25) 0.53  (0.10-0.97) 2.95 (2.52-3.38)
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