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DO YOU KNOW THE
TRUE COST OF
YOUR GROCERIES?
CONSUMER
UNDERSTANDING
OF TRUE COST 1 b 33
ACCOUNTING =

onsumers are often unaware

that supermarket food prices

exclude mostly negative envi-

ronmental, social, economic,
and health impacts. True cost account-
ing (TCA) seeks to account for these
externalities by incorporating them into
food prices through monetization.

To date, no single method encompasses
all four impact categories. As the con-
cept is still evolving, there is no stan-
dardized TCA model, and existing
approaches vary in methodology and
scope. Raising awareness through edu-
cation could increase consumers’ will-
ingness to pay fairer prices.

What is true cost accounting?

Researchers developed a method to cal-
culate the external costs of different
farming systems and food categories,
focusing on climate impacts, particu-
larly greenhouse gas emissions. Their
analysis differentiated between plant-
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Are food prices telling the full story? Consumers are
unaware of the hidden environmental, social,
economic, and health costs of the food they eat.
This study explores German consumers’ understand-
ing of true cost accounting in agri-food and their
willingness to pay fairer prices.

based, animal-based, and dairy prod-
ucts, as well as organic and conventional
farming. A subsequent team of research-
ers built on this framework, offering a
more comprehensive TCA model. Their
study assessed 22 agricultural products
in Germany, comparing organic and
conventional farming methods and cal-
culating associated external costs. It also
examined how producer prices would
shift under the “polluter pays” principle
using full life-cycle assessments.

Consumer awareness and the role
of education

To understand how familiar consumers
are with the environmental impacts of
food, it is essential to assess their aware-
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ness of TCA. An increasing number of
consumers are prioritizing healthy and
environmentally friendly diets, placing
increasing importance on sustainability
when making food purchases. In 2022, a
TCA-focused campaign waslaunched in
a Penny supermarket to test the public
understanding of food-related external
costs. Despite efforts like this, a research
gap remains in assessing consumer
awareness of TCA.

Understanding consumer per-
spectives

To address this gap, a team of researchers
from the Nuremberg Institute for Mar-
ket Decisions and the University Erlan-
gen-Nuremberg conducted a study to
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TYPE OF EXTERNALITY

EXAMPLES OF EXTERNALITIES

Environmental

Social

Economic

Health

Greenhouse gas emissions; air, water, and
soil pollution; water use; soil depletion

Child and forced labor; underpayment;
discrimination and harassment

Food waste; tax evasion

Unhealthy diet; obesity; undernutrition;
antimicrobial resistance

Table 1: Types and examples of externalities from food production

understand consumers’ knowledge of
and understanding of true cost account-
ing in the agri-food sector.

How well do German consumers
understand TCA?

A qualitative research approach was
used, involving five individual inter-
views and two focus groups with seven
participants each. Participants were
selected based on specific criteria and
divided into two demographic groups.
The first group consisted of university
students living independently, and the
second group included employed indi-
viduals living with a partner, preferably
with children. This division aimed to
examine differences between younger
and more mature consumers.

The results showed that some partici-
pants were already familiar with the
English term “true costaccounting” and
the German equivalent “wahre Preise”.
The German term was preferred, as it
was perceived as more relatable and eas-
ier to grasp, especially for older individ-
uals.

Attitudes towards fair pricing and
responsibility

Most participants rated current food
prices in Germany as too high; however,
some participants recognized that
prices for certain products are unrea-
sonably low. Respondents also struggled
to accurately assess the external costs
associated with organic versus conven-
tional products. This was particularly
evident in a question in which partici-

pants were asked which type had higher
true costs.

The findings also indicated that German
consumers have onlylimited knowledge
about TCA. Interviewees tended to
associate TCA with general pricing
mechanisms, while focus group discus-
sions revealed a more accurate under-
standing. In each focus group, at least
one participant was familiar with the
topic, helping guide the discussion con-
structively.

Overall, both groups, student partici-
pants and employed participants,
expressed generally positive views
toward TCA and, under specific condi-
tions, showed a willingness to accept
higher prices. The study revealed a
growing support for TCA and an open-
ness among consumers to internalize
these costs in the future.

Conclusion

Contrary to initial expectations, the
study found that some German con-
sumers are already familiar with the
concept of TCA. However, many con-
sumers still do not realize how much
current food prices significantly under-
estimate the real environmental, social,
economic, and health costs.

After a brief introduction to the TCA
concept, participants were able to iden-
tify the costs TCA seeks to internalize.
Moreover, most participants considered
TCA avaluable approach and expressed
a conditional willingness to bear these
additional costs. In conclusion, German
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» Academia: Thereis aresearch gap
in understanding the consumer
perceptions of TCA. This study
provides a basis for further
interdisciplinary research on how
socio-demographics, terminology,
and education shape awareness
and behavior.

Business (e.g., retailers, food
manufacturers): Consumers value
sustainability and fairnessin
pricing but lack a full understanding
of the external costs associated
with food production. Businesses
can lead through transparency and
innovative sustainability-driven
pricing.

Consumers: Although their
knowledge is limited, consumers
are open to learning and are willing
to support fairer pricing when the
benefits —environmental, social,
and health—are made clear.

Public policy: A strong case exists
for integrating TCA principles into
national food and sustainability
policies. Standardized frameworks,
consumer education, and support
for cost internalization (e.g., taxes,
labels) could influence markets and
public perception.

consumers possess limited yet growing
awareness of TCA in the agri-food sec-
tor. Therefore, efforts to inform the pub-
lic—through campaigns, clearer termi-
nology, and targeted education—are
vital steps toward a more sustainable
food system in which prices reflect true

costs. é
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