THE INFLUENCE OF ORDINAL-SCALED PRODUCT LABELS
ON CONSUMER DECISIONS
THE EXAMPLE OF GERMAN ANIMAL HUSBANDRY LABEL
The demand for sustainably and socially responsibly produced goods and services
has increased enormously in recent years. These goods are often labeled to make
it easier for consumers to recognize this information. In doing so, the conscious
design of such labels can steer consumer behavior in a certain, socially desirable
direction. In behavioral economics literature, this is referred to as nudging.
In the field of sustainability, categorical or ordinal-scaled labels are common, for
example, to indicate the extent to which a product is sustainable – in production
or in consumption. Examples of these labels might be the EU energy label or the
German animal husbandry label, which separates the husbandry into four
categories.

Figure: Four levels of food labeling as mapped in retail

A problem with those labels is that categorical or ordinal-scaled labels may imply
that the relation of label content and label level is constant, i.e., that the label
content increases equally in each level. In the case of the animal husbandry label,
this would mean that, for example, animal husbandry conditions improve from
level to level to the same extent. Actually, however, the relationship between
animal husbandry and label level is not linear and, thus, may lead to an
overestimation or underestimation of husbandry conditions and to non-optimal
consumption in terms of preferences.
This is exactly the question the project examined. To this end, together with the
Nuremberg University of Technology, a conjoint study was conducted with two
different groups of participants. In one group, the products were labeled with the
current animal husbandry label (control group). In the other group (experimental
group), the label included the space per animal, thus revealing the actual
relationship between label level and animal husbandry.

Figure: Four levels of food labeling including the space per animal.

Since all other product attributes were the same in both groups, we were able to
measure differences in consumer behavior that can be attributed to the different
label design.
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Detailed information on animal husbandry leads to more
sustainable consumption, even for price-conscious consumer
The key results at a glance:
Without the information about the actual relationship
between label level and animal husbandry conditions,
participants assume the relationship is linear, i.e., consumers
interpret that the animal husbandry conditions increase at
the same rate with each level.
In fact, the space per animal increases progressively – the
space increases in the lower levels to a lesser degree than in
the upper levels.
This can lead to an overestimation of animal husbandry
conditions and to consumption that does not match the
consumer’s true preferences.

In the control group, a higher label level did not necessarily
lead to more frequent purchasing: Level 4 was selected less
often than level 3.
In the experimental group, levels 1 and 2 were selected less
than in the control group, but products from level 4 were
selected more. Consumption increases along with every
animal husbandry level.
This is an indication that consumption and preferences
diverge.
*** p<0.001, ** p<0.01, * p<0.05, _ p<0.1, n.s. not significant

A latent class analysis shows that participants can be
classified as price- or sustainability-conscious participants,
regardless of the label shown.
The additional m2 specification in the experimental group
resulted in a significantly higher consumption of level 4 for
the price-conscious participants compared to those in the
control group.
Detailed information on animal husbandry leads to the
consumption of more sustainable products, even by priceconscious consumers.
*** p<0.001, ** p<0.01, * p<0.05, _ p<0.1, n.s. not significant

Through detailed information, consumers can make better decide according to their preferences.
Unfulfilled demand for sustainable, higher-priced products can thus be better satisfied.
To stimulate sustainable consumption, regulators should use detailed information.
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