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1. Introduction

Globalization is often presented by governmentsidtional organizations as a catalyst for the
integration of developing countries into the womdonomy. Globalization may enhance their
production and export capacities. On the other handincreasing number of citizens in developed
countries fear economic competition from developinogntries and do not perceive globalization as an
opportunity for the economic growth of their ownuotry. For example, 43% of respondents to the
Eurobarometer public opinion surveys published Hey European Commission in autumn 2008 think
that globalization represents a threat to employraed companies in the European Union (European
Commission, 2008). This negative feeling combinetth whe 2008 financial crisis led to fears of new
protectionism (van Bergeijk, 2010).

In several European countries like France, questiabout globalization are particularly
sensitive. The replacement of domestic sourcingfdrgign sourcing, especially from developing
countries, is generally a thorny issue in publibates. In the aftermath of the 2008 financial srisi
intellectual assaults on free trade and globabraintensified. One striking example is providedthg
book published by Todd (2008), concluding that oBlyopean protectionism can preserve Europe’s
industries and social stability (Thornhill, 2008).

However, this anti-globalization feeling is noeatly in evidence when consumers’ decisions
are observed. 44% of European citizens say thgtpgbesonally benefit from international trade since
wider choice and cheaper products are recognizethgs benefits (European Commission, 2010).

Our paper sheds light on questions linked to giabdbn and consumers’ attitudes. In
particular, we try to investigate the following gtiens. Do consumers pay attention to the origin of
products because of concerns about globalizatiom?hBse globalization issues affect the purchase
decisions of consumers in developed countries amre particularly their purchase of goods produced
in developing countries? Our paper addresses thesstions using the results of a lab experiment
conducted in France in 2010.

Our experiment evaluates the impact of informatiomked to globalization on consumers’
willingness to pay (WTP) for pickles (or gherkingpod is particularly well-suited to lab experiment
(Lusk and Shogren, 2007). The main advantage ¢dgsds that they are a very simple food product
and their origin is easy to identify, which is nibe case for manufactured products such as aireraft
cars made with many components from all aroundwbdd. Furthermore, Maille, the main French
producer of pickles, was taken over by UnileveR@®0 and the pickle growing, initially performed in
France, was moved to India and Madagascar in 2004 experiment is able to measure the impact of
these recent changes on consumers’ WTP for that.goo

We use the BDM procedure (defined by Becker, DeGamal Marschak, 1964) to elicit WTP
for pickles. With this procedure, participants fretexperiment are asked to indicate the maximum
price they are ready to pay for the good. This Bpdcedure is incentive compatible since, at the end
of the experiment, participants buy the produthéir WTP is higher than a randomly selected poice
exchange. Successive messages revealing recemeshianthe strategy applied by Maille/Unilever are
delivered to the participants. These message<radhe new foreign sourcing of pickles, the ctesu
of French processing facilities (that is, ‘negatiwgormation) but also the development of new
products and services and the achievement of nexgsiments in France (that is, ‘positive
information’).

Results show a statistically significant impact méssages on consumer WTP. Participants
appear to be more receptive to ‘negative’ thanpwositive’ information. However when negative
information is first revealed to participants, tlecrease in WTP due to ‘negative’ messages about
foreign sourcing and closure of processing faesitis reversible with positive information. Onceyth
receive additional information about innovative gots/services and new investments made by the
multinational in the domestic country, participamsrease their WTP for the product. This result
shows that globalization seems to be better acddpteonsumers than suggested by classical opinion
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surveys focusing on globalization with hypotheticasponses and showing reluctance and concern
across the European population. In other wordsplpeare much more supportive of globalization
when they are consumers than when they are citizens

The experiment also studies the effect of two klised on the origin of the product: a fair
trade label for product produced in developing ¢oes and a geographical indication label for pridu
produced in developed countries. We estimate thengial choice of each participant by estimating
surpluses. We show that the introduction of thaebelk increases the average consumer surplus, since
the participants initially purchasing the conventibproduct are the ones that give a relativeljhhig
premium for labelled products. Such a label doghowever attract any new consumers.

With this paper, we present what we believe toheefitst lab experiment focusing on consumer
responses to globalization and foreign supply wioegign origins fully replace the domestic one.sThi
differs from previous experiments capturing theitoldal WTP linked to the local characteristics of
the product, when a wide range of competing pradwith various origins are available on the market.
Loureiro and McCluskey (2000) show that the inauasof a label of origin on fresh meat in Spain
leads to a price premium for medium-quality meatarfa et al. (2005) confirm the existence of
consumer preferences for territorial origin of proton certification and regional food. Hassan and
Monier-Dilhan (2006) show an additional WTP amongeri€h consumers for products with
geographical indications. Lastly, Toler et al. (2D8how clear preferences for local foods amongesom
American consumers.

The paper is organized as follows. Section 2 fogusethe experimental design, while section 3
discusses the results. The implications for fodukliag policies are discussed in section 4. Sediion
concludes.

2. The experiment

2.1 Sample

We conducted the experiment in Paris, France, iftiplel sessions in May 2010. We randomly
selected the participants using the quota methadticipants were first contacted by phone and
informed that they would have to reply to questiabsut food for one hour with a participation fée o
€20. We made it clear that part of this amount ohay could potentially be used to purchase a jar of
pickles based on a mechanism explained to partitspaee below).

The sample consists of 102 people aged betweem@@2 Women are more present in our
sample than men. Furthermore, about 62% of paatnt§ continued their studies for more than two
years after the Baccalaureate, which is the Frémgh school diploma. 59% of participants are in a
household with a monthly net income of between @&1,8nd €4,000 and 31% of participants have
children living at home with them. In terms of cangption habits, 32% of participants never or rarely
consume pickles, 38% of participants consume picklee to three times per month, while 30% of
participants consume pickles at least one a weastly, about two-thirds of participants see picldss
a healthy product.

2.2 Product
Our experiment focuses on pickles for four mairsoes. First, unlike many manufactured products,
food products are well suited to lab experimentssdLand Shogren, 2007). Second, food products are
often very simple and their origin (in terms of guation) can be easily identified; this is cleatthe
case for pickles. Third, pickles are consumed Ialficonsumers without transformation and are a
classic condiment in many countries. In Franceklpichave been consumed since th® déntury and
current consumption stands at 25,000 tons (neheddiper year, i.e. 400 grams per inhabitant. Last,
some globalization issues are linked to their potidn and sales, especially in France.

For the experiment, we selected a pickle jar o0g3&net drained), namely the Maille
“Cornichons” brand. French consumers usually sedléMas a traditional and high-quality brand. In
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our experiment, 86% of participants consider Maliesuch. The company also uses this perception for
its advertising. For example, on its website, thend presents itself as follow250 years after it was
founded, the company remains loyal to and continoesiltivate its original values of high standayrds
excellence and refinemert.The jar's packaging clearly indicates that theklgis are hand picked.
However, the origin of pickles was not mentionedret time of the experiment and at the time of
writing the present paper. In our introduction, nventioned that Maille was taken over by the Anglo-
Dutch group Unilever in 2000 and that the Frencppbu of pickles was replaced by Indian and
Malagasy supply in 2004For Maille, the new supply from India and Madagased to a saving of
40% on the cost of pickles compared to the Frenpiply.

In our experiment, participants may purchase thdl&lpickles jar at the end of the session,
depending on the price they are ready to pay f@eie below).

2.3 Experimental design and information revealed

Our experiment uses the BDM procedure to elicitipigants’ WTP (Becker, DeGroot and Marschak,
1964). With this procedure, participants are askethdicate the maximum price they are willing to
pay for a jar of pickles. Successive items of infation are revealed to participants and WTP is
elicited after each message. The exact questi@s i®llows: “What is your maximum price for the
pickles jar?” We conduct the experiment in two tn@ants, varying the order of information provided
to participants. To do so, we divide the sample imto groups (groups | and Il) and randomly assign
participants to one group. The experiment is didideo several stages as described in figure 1. The
timing of the experiment is as follows.

- The session starts with a trial round in order xtpl&n the choice mechanisms. Simulations
help participants understand the mechanisms. Tlesilpbty of zero bids in the BDM
procedure is carefully explained, as well as th@ &mpensation for making the purchase.

- Participants fill in an entry questionnaire on agmgtion behaviour and socio-demographic
characteristics.

- Based on different types of information revealegadticipants, five rounds of WTP elicitation
with the BDM procedure are successively determifdek observed retail price of one Maille
pickles jar (€3.4) is revealed before the first WaIRItation only, which allow us to control the
anchorage effect for the first round. We do nott @ogy prices between rounds in order to avoid
any confusion regarding the effects linked to pricermation and the effects linked to
information on globalization issues. The message$orb WTP elicitations combine
information about foreign sourcing of pickles/closwf processing facilities in France and new
products/new investments in France made by Unileegmer of the brand Maille (see
appendix). These messages are based on presseseleasl reports produced by
Maille/Unilever. The sequence of information reviela differs between the two groups. Group
| first receives the messages about foreign sogfdiosure of processing facilities, while group
[l first receives the messages about new produsisinvestments.

- Participants fill in an exit questionnaire on tragdled globalization issues. The experiment
concludes by randomly selecting one of the five \WMMWRich will be used to determine whether
or not the participants take the products away wigm. A price of between €0.1 and €5 is also
drawn at randofhand purchase choices are enforced. If the sel&bfed is smaller than the
randomly drawn price, the participant receivesrtié20 indemnity. If the WTP is higher, the

! http://www.maille.us/pages/history_excellence.agfocessed: January 19, 2011.

2 This change was decided for cost reasons. Theotdstlian/Malagasy pickles is 30-40% lower thae dost of French
pickles (transport and packaging included). Saut®éonne Républicaine (August 18, 2006).

* No information is revealed to participants abdnet distribution of this randomly generated numlmting as a market
price. This absence of revelation about the distidim avoids the anchoring effect on WTP, sincerBat al. (1997) show
that results are sensitive to the choice of theeuppund of the generated buyout prices.
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compensation is equal to €20 less the price rangldnalwn and the participant gets the pickles

jar.

Information revealed during the experiment was f@wa very large proportion of participants.
Only 18% of participants had already heard aboatMaille takeover by Unilever. Similarly, 18% of
participants had already heard/seen the developofier@w products/services by Maille. Last, only 4%
knew about the foreign origin of pickles. In othlesrds, the level of knowledge about both origind an
conditions of production is extremely low.
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Figure 1. Experiment design
3. Results

3.1 Descriptive analysis

Figure 2 shows the average WTP in euro for onelgsgar expressed by participants after each round
of information. The average takes into account twgsll participants, including the ones with WTP
equal to zero. The standard deviation is repontegarentheses. We test for the significance of the
WTP differences linked to the revelation of a mgsdsaefore the round1 (that is, betweelWVTH and
WTH+1) by using the Wilcoxon test for paired samplBise indicators\ show statistically significant
WTP differences. The first bar of each graph revedle WTP after the revelation of simple
information about the retail price of a pickles jaigure 2 shows that information matters.

For group I, the decrease in WTP due to both messalgout foreign sourcing of pickles and
the closure of processing facilities in Franceegersed by the messages about new products/services
and new investments. It means that the decreas&/TiR following the revelation of ‘negative’
information (withWTR3 significantly lower thanNTPL) is reversible when ‘positive’ information is
revealed \WTF5 significantly higher thatVTR3).* FurthermoreWWTFS is not statistically different from
WTPL (Z-value = -0.569, P-value = 0.562), which can8rthe reversibility of the WTP decrease

* We label information on foreign sourcing and clesaf processing facilities in France as ‘negatinérmation and
information on new products/services and new inaests made in France as ‘positive’ information.
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linked to negative information by subsequent pesitinformation. This result suggests that
characteristics linked to trade matter to some worss, but this is not as major a concern as
health/safety characteristics for which risky/tathproducts lead to zero bids (or low bids) eveeraf
subsequent revelation of positive information (Bleges et al., 1995; Fox et al., 2002; Marette gt al
2008).

A similar trend may be observed for group Il (WMATF3 significantly higher thaWvTPL and
WTRS significantly lower thanWTP3). However, participants seem to be less sensitivahe
information revelation than group WTP2 is not statistically different fromVTPL andWTF5 is not
statistically different fromNVTR4). Moreover, the ‘positive’ information first reaked leads to a lower
WTP shift with EWTP3-WTPL) = 0.12 compared to the WTP shift in absoluteugatiue to the
negative information with BYTF-WTP3) = 0.49. This differs from group | for which thositive
information counterbalances the negative infornmairatially revealed before the positive one. The
attention given to the positive information therefeseems contingent to the negative information
previously revealed as in group |.
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Figure 2. Mean WTP (€) and variations after infatiorarevelation
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3.2 Econometric estimations

We now investigate the determinants of WTP. To dpwge regress the WTP expressed by each
participant under each choice @vith i=1,...,5 on the information and participant’'s charactesst
The results are presented in table 1. Given that participant makes multiple choices, there cddd
some correlation across data points relating to WHRthermore, in our sample, WTP may not be
negative and is therefore left-censored at 0. Véeappropriate econometric methods to deal with both
problems. Columns (1) and (2) perform random es$fgranel regressions, while column (3) presents
the result of a random effects tobit estimation. &l& control for the initial opinion of participn
about the healthiness of pickles. Participants s®gy pickles as a healthy product, as a non-healthy
product or as a product without significant heaithpact. Due to multicolinearity, the neutral
perception is not included in our estimations Bedias the reference category.

Table 1. Influence of information and individualachcteristics on WTP

Model (2) 2) (3)
WTP expressed by participgnt
in choice # (WTP)
Panel Panel Tobit

Specification random random random
effects  effects effects

Initial opinion about pickles: bad for health (0/1) -1.07 -1.0P° -1.40
(0.48) (0.49) (0.61)

Dependent variable

Initial opinion about pickles: good for health (p/1 0.22 0.41 0.57
(0.32) (0.33) (0.40)

‘Negative’ information (0/1) -0.49 -0.50 -0.5¢"
(0.07) (0.07) (0.08)
‘Positive’ information (0/1) -0.10 -0.10 -0.13
(0.07) (0.07) (0.08)

Female (0/1) 0.01 -0.08
(0.28) (0.34)

Age 0.01 0.01
(0.01) (0.01)

Children (0/1) -0.36 -0.39

(0.30) (0.36)
Education: no BAC (0/1) - -

Education: [BAC-BAC+2] (0/1) 095  -1.23
(0.50) (0.60)
Education: BAC+5 and more (0/1) -0.52 -0.68
(0.46) (0.56)
Constant 2.40° 2.89 2.84
(0.28) (0.64) (0.76)
Observations 510 495 495
R2 0.10 0.15 0.15

Note:® significant at 1%°: significant at 5%°: significant at 10%. Standard errors in parenthelse
the French system, the high school diploma is dabaccalaureate’ (BAC).

We first examine whether the information revelataffects participants’ WTP (column (1)).
We assume that three types of information are tededuring the experiment: (i) neutral information

7



on the retail-price of a pickles jar (before routid, (ii) ‘negative’ information on French produarti
activity (before rounds #2 and #3 for group | arefobe rounds #4 and #5 for group IlI), and (iii)
‘positive’ information on new products/services amelv investments (before rounds #4 and #5 for
group | and before rounds #2 and #3 for groupTd).test the impact of information on participants’
WTP, we therefore define two dummies: one for ‘riegé information and one for ‘positive’
information. The first dummy (respectively the sed@ummy) is set to one if ‘negative’ information
(respectively ‘positive’ information) is revealeshch O otherwise. The estimated coefficient on the
dummy for negative information has the expected sigd is significant at the 1% level: revealed
‘negative’ information decreases participants’ WO the other hand, revealed ‘positive’ information
has no significant effect. Controls for the inite@ginion about the healthiness of pickles sugdues, t
compared to participants seeing pickles as neutrggrms of health impact, participants with a bad
opinion provide lowest WTP, while the effect is sagnificant for participants with a good opinion.

Column (2) controls for the socio-economic chanasties of participants: sex, age, presence of
children in the household, and level of educati®ome answers are missing and consequently 15
observations are dropped. However, this does fettathe results.Except for age, all socio-economic
variables are dummy variables. For education, wmel¢hree levels: low (below the baccalaureate —
BAC — which is the French high school diploma), med (between BAC and BAC+2) and high
(BAC+5 and more). Due to multicolinearity, the filgevel is used as the reference level and the
estimated coefficients on the two other levels #hde compared to it. Results suggest that none of
these socio-economic variables is significant. Thissence of significance is often found in
experimental economics, especially when one cantfot the individual effect as we do. The
introduction of socio-economic controls does ngngicantly change the estimated coefficients on
information variables. This result shows that resns to information seem similar across the sarople
participants and, by extrapolation, for the ovefaiénch population. In other words, reactions are
relatively similar whatever the people attending &xperiment.

Column (3) replicates column (2) but using the mndeffects panel estimator. The results are
very similar to column (2).

4. Fair trade label or geographical indication labé

Previous results show that consumers are interasteobalization issues and the origin of food
products. This raises the question of “fair” conmpmt when production conditions differ greatly
between countries such as France and India. On#ategy possibility consists in developing labels
providing information about the conditions of proetian and allowing a diversity of products for
consumers. For consumers who are sensitive to ptioduconditions, a label is a possible way to
restore fairness among heterogeneous countrieoutitAny risks of protectionism, since foreign
products can still enter the domestic market.

In this section, we investigate the relevance dalzelling policy based on the origin and
production practices of the product. We distinguisftween two labels: one signalling fair trade
practices for products grown in developing coustia&d one signalling a geographical indication for
products grown in developed countries. The devetogmf such labels is compatible with the World
Trade Organization (WTO) rules. In March 2005, WO released the panel report on the European
Geographical Indication (Gl) system. The panel’satesions and recommendations led the European
Union to revise its rules governing how internaéibils are treated. Specifically, the European
Council (EC) Regulation 2081/92 was amended with BE€gulation 510/2006 (EC, 2006; WTO,
2005). The amendment complied with the AgreementToade-Related Aspects of Intellectual
Property Rights (TRIPS) of the WTO and the Europ®aion regulation is now WTO-proof (WTO,

® The exclusion of these 15 observations from tiyeession presented in column (1) does not sigmifigaffect the
results.
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2006). The WTO panel decision demonstrated thatti®pean Union’s efforts to differentiate and
label quality in agricultural products and food$sudre compatible with the WTO rules.

4.1 Economic value of labels and consumer surplus

Using the present experiment, we determine theauanvalue of labels signalling fair trade pracsice
or a geographical indication. The exit questiormauccessively asked participants to choose a
premiumo for pickles with a fair trade label (signallingogiucts grown in developing countries with
fair trade practices) or with a geographical indara (signalling products grown in France) with a
range of values varying from €0 to €0°&@ith a 10-cent interval between possible choices.

Combining these price premiums with WTP, one caerdane the consumers’ surplus and the
related value linked to the introduction of new fiaade/geographical labels. We define two scesario
a baseline scenario where only conventional picalesavailable on the market and a scenario where
both conventional and labelled (fair trade or gapbical indication) pickles coexist. The participan
surplus variation is computed by comparing the Issrm both scenarios. Each participant’s choice is
inferred since real choices are not observed — bily in the lab. In addition, we make the follog/in
assumptions. First in the baseline scenario, wanasghat conventional pickles are only grown in
developing countries. Note that this is almost ¢hse in France in 2010 where pickles from abroad
have completely replaced pickles from France. Feurttore, in this baseline scenario, participants may
or may not be aware of the foreign origin of theneentional product. As such we consider two
extremes: a situation where participants are fulliprmed of the origin (because of a possible
regulation making the origin mandatory or intenssdia coverage), and a situation where participants
are completely uniformed of the origirSecond, conventional pickles are sold at pAgewhile P, is
the price of labeled products with> Py. Third, for the sake of simplicity both groupsparticipants
are merged and we assume that a participant pwslias product if his WTP for that product is equal
to or higher than the average market prlegfor conventional pickles ariéh for labeled pickles).

We first focus on the baseline scenario with ontynwentional pickles on the market and
consider the situation where participants are wnméd about the origin of such pickles. This
corresponds to the round of the experiment pregeithie revelation of origin, that is, to the firsund
leading toWTPL. The participankt can choose between two outcomes (conventionalgsi@dnd none)

and has a direct benefit equalmax{WTPL, — R,0}. This valueWTPL may be different from the one

under perfect information given WWTFS. As participants are ignorant about the pickéegjin and all
the information linked to the multinational, the mimternalized premium is defined by
I.WTPL - WTH )wherel; is an indicator variable taking the value of pdifrticipanti is predicted to
have chosen the conventional picklefatwith WTPL>P, in choice #1 (and O otherwise). The total
surplus is given by:

CS,, =max{WTR, - R0}~ I( WTP - WT®). (2)

NKU is the number of participants who purchase theeotional pickles withVTH, — B> 0.

Now consider a situation where participants arby fiformed of the origin of the conventional
pickles. This situation corresponds to the situatidter the last round of bids elicitingTF. The
participanti can again choose between two outcomes: convehpirides and none. She/he chooses
the alternative that generates the highest utdity] thus the surplus is:

® We stop at €0.6 since it already represents 108%te average observed price for a Maille picklein French
supermarkets.

" In reality, adoption may not be 100% and one coutdlel an intermediate situation by introducingasameter that
describes the extent of adoption and/or consunmeepgon about the origin of the product. Heretfar sake of simplicity,
we focus on the extremes: fully informed or uninfied consumers. In our sample, only 4 participantb102 knew the
foreign origin of pickles sold by Maille.
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CS,, =max{WTRB - R0} (2)
Where WTFS; denotes the bid linked to the conventional picldesing elicitation round #5 for a

participanti with i=1,...,N whereN is the number of participantsN,f’, Is the number of participants

who purchase the conventional pickles WtiF5, — R = 0.

When labelled pickles (geographical indication air trade label) are introduced at pri¢e

there is a new alternative for participants withVdP equal toWTF5; + ;. We assume that with the
label participants become fully aware of the origih the conventional producisin this case,

participanti (with i=1,...,N) chooses the alternative that generates the Hhighgity, and thus the

surplus is:

CS, =max{WTPB. - P, WTB +J — ,PO}. 3)
N§ is the number of participants who purchase theveotional pickles withVTP5, — R =0 and Ng
is the number of participants who purchase thelled&ith WTFS,+9,- B> WTHB - B> 0.
The variation in surplus following the introductiasf the labelled product is defined by
CS/' - C(iz with Z = 1,U . The average surplus variation across the oveuatiberN of participants
is defined by:

N . .
- 2les -cs]
ACS aper =~ = N . 4)

A positive variationACS|,,., >0 means that participants benefit from the labetesisome of
them purchase the labelled product.

4.2 Application

Lastly, using the WTP and price premiums expredsgdarticipants during the experiment, we
estimate surpluses. We use the following marketegriP, = €3.40 for a jar of conventional pickles
(which corresponds to the average observed retai n French supermarkets) aRd= €3.63 for a

jar of labelled pickles. For the sake of simplicitye assume the same price for the geographical
indication and the fair trade label. The prieg=(1+0.2*0.35p, is determined by considering that (i)
the cost of foreign conventional pickle productien35% lower than the cost of labelled pickle
productior and (ii) the cost of pickles represents 20% ofaherall price of the jar. Table 2 reports the
variation in the number of participants purchasearh type of pickles and the surplus variation
following the introduction of labelled pickles dmet market.

Table 2 suggests that the introduction of labelf@@dducts significantly increases the
consumers’ surplus. The number of participants lpasing the conventional pickles significantly
decreases after the introduction of the labellezklps, since many of them switch to the labelled
pickles leading to the highest surplus defined WyFP5, +J — P. The average surplus increases,
because patrticipants initially purchasing converdlgickles are the ones that give a relativelyhhig
premium for the labelled products. With the geobregl indication label the average valuesajiven
by the exit questionnaire is 0.35 for all particifapurchasing conventional pickles (based\orFs),
versus only 0.22 for participants not purchasingvemtional pickles. This difference is statistigall

8 An alternative assumption would consist in considethat consumers are not aware of the origicamiventional
products for which the WTP would B&¥TPL or WTP3 .
° Maille/Unilever replaced the French supply of péskwith an Indian/Malagasy supply in 2004 argutimef the cost of

Indian/Malagasy pickles is 30-40% lower than thset@$ French pickles (transport and packaging idetl) (L'Yonne
Républicaine, 2006).
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significant at 2 % with a comparison across themarbased on a Mann-Witney-U test (Z-value = -
2.41, P-value = 0.016). Similar results are obtife the fair trade label. Participants who did no
purchase conventional pickles give a low premiumtfe label and are not attracted to the labelled
pickles. Therefore, the increase in the numberasfigpants purchasing labelled pickles is offsgt b
the decrease in the number of participants purobatsie conventional pickles. The situation where
participants are initially unaware of the originpé€kles (left column) shows a larger surplus \#oia
than the situation where they are aware (rightrooly since the non-internalized WTP of equation (1)
is eliminated with the label.

Lastly, the interesting result linked to the premifor pickles with a geographical indication
label should be noted. The difference between ngimial bids and bids with performance-based
financial incentives is particularly salient withogp I. The average premium J&g0.27 for group | is
lower than BQVTPL-WTF2)=0.54 measuring the WTP for domestic productst ik, before the
revelation of information about the origin and thesign sourcing leading t8/TF2. These differences
are statistically significant with a paired-samptemparison with a Wilcoxon test (Z-value = -2.01, P
value = 0.044). B) based on hypothetical responses in the exit oumegtire is lower than B(TPL-
WTRF2) based on bids with performance-based finanoizntives after the second round of choices.
The hypothetical WTP are lower than the WTP withaficial incentives. This differs from Lusk and
Schroeder (2004) who show that the marginal WTRafohange in quality/characteristic is, in general,
not statistically different across hypothetical aedl payment settings. One possible explanation fo
the relatively low average for &(comes from the fact that this question came &tssunds of non-
hypothetical choices with performance-based fir@nancentives. Therefore, participants do not
perceive differences in the mechanisms and do @aoipulate the bids even if they are not engaged in
real purchases.

Table 2. Participants’ surplus variation linkedhe introduction of labels

Geographical indication
Uninformed participants  Informed participants

Average premium B €0.248 €0.248
Variation in the number of participants

With conventional pickles -17 -16

With labelled pickles +16 +16
Average surplus variation (per jar) €0.077 (+66.5%) €0.038 (+24.6%)
Annual aggregate surplus variation €5,108,359 €2,528,379

Fair trade
Uninformed participants  Informed participants

Average premium B €0.228 €0.228
Variation in the number of participants

With conventional pickles -15 -14

With labelled pickles +14 +14
Average surplus variation (per jar) €0.070 (+60.3%) €0.031 (+20%)
Annual aggregate surplus variation €4,631,062 €2,051,083

Note: ! Defined by Ng - NZU for the conventional pickles with uninformed comsass, by Ng - N;Cu for the

conventional pickles with informed consumers andNb& for the labelled pickles.

2 Defined by equation (4). For the average surphation, the relative variation in percentageiieg in
parentheses.

® The annual aggregate surplus is definedMiy(average surplus variation) wheké is the number of
“equivalent” jars of pickles purchased over a ygaFrance. The French annual consumption of picklgsals
25,000 tons (net drained). The jar used for theegrpent contains 380g of pickles (net drainéd)is therefore
equal to 25,000,000,000/380.
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5. Conclusion

Using a lab experiment, we showed that globaliraissues matter to participants. It seems however
that concerns linked to the replacement of the dbimeourcing by foreign sourcing are not major,
since participants reverse their WTP when posiggenomic information is revealed. This result was
obtained almost two years after the financial srigihich indicates a relatively low level of suppir
protectionism. French consumers support globatimatit least in supermarkets. The results are not
definitive and should be replicated with other fggdducts representing a larger share of spendidg a
budget than pickles. However, going beyond the tipalarity” of pickles, our experiment clearly
shows that the origin of products matters, not avith respect to Maille, which is a famous brandt b
also to all brands.

The experiment also studies the effect of two déffi labels respectively signalling a protected
geographical indication and fair trade practicelse Thtroduction of labelled products on the market
increases the average consumer surplus, sinceadttiieipants initially purchasing the conventional
food products are the ones that give a relativédj lpremium for these labels. These labels could
therefore coexist with conventional products.

The results of this experiment also have implarai for firms. The significant decrease in
consumer willingness to pay due to negative messageut foreign sourcing/closure of processing
facilities is reversed after the revelation of p@si information linked to new products/serviceslan
new investments recently made by the firm in thenestic country. It suggests that to keep their
market shares firms should couple difficult deaisi@bout the streamlining of the supply chain with
decisions that are more favourable to the domestiatry.
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Appendix: Information revealed

General information before WTP1 for both groups:

“You can buy the Maille brand pickle jar that isfiont of you. For your information, the retail pei of
this jar is about €3.40.”

Information about foreign sourcing of pickles befaWTP2 for group | and before WTP4 for group II:
“In 2000, the Anglo-Dutch group Unilever bought tbeand Amora-Maille. In 2004, Unilever, the
owner of Amora-Maille, decided, for cost reasomssource its pickles from India and Madagascar.
French producers suddenly had no outlets and hesstaucture.”
Information about closure of processing facilitied=rance before WTP3 for group | and before WTP5
for group II:
“In November 2008, Unilever announced a reorgarnadf its activities:
- Closure of two production plants of Amora-MailleBoirgundy (265 jobs shed);
- Outsourcing of the logistic activities of Amora-Maj
- Grouping of marketing activities at the headquarteir Unilever France in Rueil-Malmaison
(suburbs of Paris) and grouping of research anéldpment activities for the European market
in the Netherlands.
According to the management of Amora-Maille, theserganizations were made for reasons of
economic rationalization.”

Information about new products and services beWiid4 for group | and before WTP2 for group II:
“Over the last few years, the Maille brand, owngdte Anglo-Dutch group Unilever, was reinforced
and renewed with the development of new produatistia® launch of an online boutique in 2007.

In a highly competitive environment, Maille succeddn strengthening its image of a traditional and
high-quality product.”

Information about new investments made in FranderbeWTP5 for group | and before WTP3 for
group Il

“Over the last few years, the sales of condimemgehdecreased sharply in France (e.g. -12% for
pickles since 2003). Despite this fall, Unileveafice plans to invest €10 million over the next few
years in Burgundy. The group also plans to lodateew French logistic centre for its food actastin
Burgundy. This location should induce the creatd250-300 jobs, of which 150 will be saved for the
former Amora-Maille employees who lost their joldldwing the closure of two of the group’s
production plants in 2008.”
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