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ȱ

 The evolution experienced by the food sector in the last ten years has greatly changed the 
models analysts employ to explore the purchase and consumption patterns of the post-industrial 
society. Nowhere is this more evident than in urban food markets, where consumers are furthest 
removed from the food production processes. New consumption patterns are based partly on 
undifferentiated food products and partly on typical ones, which are often characterised by a close 
link to specific geographical areas and their local traditions in food production. These changes have 
induced a major transformation of the EU food policy, whose regulations have increasingly been 
aimed at protecting and boosting the value of such �typical� products.  

However, �typicity� is difficult to assess on the part of consumers, who need to rely on labelling and 
certification, on which EU regulation is not very strict. 

Exemplary is the case of extra-virgin olive oil. Olive oil bottlers are not required to report the olives� 
production areas on the commercial label, thus having the possibility of inducing the false belief that 
product is strictly Italian by stating that it is the product �of an Italian brand� or that it has been 
bottled in Italy. 

In this paper we assess the effects of such false beliefs through estimation of a choice, on data 
collected by a survey of 169 Italian consumers interviewed after their purchase of extra-virgin olive 
oil in a supermarket. 

 Extra-virgin olive oil, Labelling, Traceability, Choice Model, Consumer�s Perception. 

ȱ

1. Introduction 

Theȱdivergenceȱbetweenȱ theȱperceivedȱandȱ realȱattributesȱofȱ consumptionȱ itemsȱgivesȱ riseȱ toȱ
asymmetricȱ information.ȱ Suchȱ asymmetryȱ mayȱ induceȱ consumersȱ toȱ makeȱ erroneousȱ
purchases.ȱConsumersȱperceiveȱ thatȱ certainȱproductsȱhaveȱattributesȱ thatȱ theyȱdoȱnotȱ inȱ factȱ
possess.ȱ Asȱ aȱ result,ȱ thereȱ isȱ aȱ lossȱ ofȱwelfareȱ dueȱ toȱ deception.ȱ Labellingȱ policiesȱ shouldȱ
preventȱsuchȱ lossȱ fromȱoccurring.ȱPressureȱgroupsȱ fromȱconsumerȱassociationsȱshouldȱensureȱ
thatȱ theseȱ lossesȱareȱminimized.ȱThisȱ isȱ aȱwellȬknownȱ argumentȱbehindȱ theȱ issueȱofȱproductȱ
traceability.ȱ

Someȱcategoriesȱofȱprocessedȱagriculturalȱproducts,ȱsuchȱasȱcheese,ȱwineȱandȱevenȱvinegarȱhaveȱ
strictȱprotocolsȱofȱproduction.ȱProducersȱthatȱdoȱnotȱadhereȱtoȱtheȱprotocolȱareȱpreventedȱfromȱ
namingȱ andȱ labellingȱ theirȱ productȱ accordingly.ȱOriginȱ ofȱ productionȱ ofȱ theȱ untransformedȱ
baseȱproductȱisȱoftenȱrestrictedȱinȱtheseȱprotocolsȱtoȱaȱgivenȱgeographicȱarea.ȱ

AȱnumberȱofȱstudiesȱhaveȱshownȱthatȱconsumersȱhaveȱwellȬdefinedȱpreferencesȱoverȱtheȱoriginȱ
ofȱolivesȱinȱtheȱproductionȱofȱextraȱvirginȱoliveȱoilȱ(Scarpaȱetȱal.,ȱ2001;ȱDelȱGiudiceȱandȱScarpa,ȱ
2002;ȱ Delȱ Giudice,ȱ 2002).ȱ However,ȱ consumer�sȱ informationȱ aboutȱ theseȱ oliveȱ oilsȱ isȱ oftenȱ
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inaccurateȱandȱtheȱcurrentȱlabellingȱpolicies,ȱwhichȱareȱlimitedȱtoȱtheȱgeographicalȱinformationȱ
ofȱ theȱ bottlingȱ plant,ȱmayȱ beȱ confusingȱ toȱ theȱ consumer,ȱwhoȱmayȱ interpretȱ theȱ locationȱ ofȱ
bottlingȱasȱtheȱlocationȱofȱoriginȱofȱtheȱolivesȱfromȱwhichȱtheȱoilȱisȱproduced.ȱȱ

Inȱ recentȱ yearsȱ theȱ debateȱ onȱ asymmetricȱ informationȱ andȱ foodȱ safetyȱ hasȱ stressedȱ theȱ
importantȱroleȱthatȱ�traceability�ȱcanȱplayȱinȱthisȱfield,ȱwhereȱtraceabilityȱmeansȱtheȱsystematicȱ
recordȱ ofȱ informationȱ aboutȱ aȱ particularȱ attributeȱ ofȱ aȱ foodȱ productȱ fromȱ creationȱ throughȱ
marketing.ȱInȱotherȱwordsȱtraceabilityȱsystemsȱareȱrecordȬkeepingȱsystems.ȱȱ

Manyȱ authorsȱ haveȱ arguedȱ theȱ evidenceȱ ofȱ socialȱ andȱ privateȱ benefitsȱ andȱ costsȱ relatedȱ toȱ
traceabilityȱ (Lapanȱ andȱMoschini,ȱ 2001;ȱ Bullock,ȱ 2002).ȱ Theȱ privateȱ sectorȱmayȱ gainȱ from:ȱ 1.ȱ
differentiatingȱproductsȱbyȱcredenceȱattributes;ȱ2.ȱhavingȱtracebackȱforȱfoodȱsafety;ȱ3.ȱimprovingȱ
theȱorganizationȱofȱtheȱthreadmillȱfromȱproducersȱtoȱconsumers.ȱOnȱtheȱotherȱhand,ȱsocietyȱasȱaȱ
wholeȱ mayȱ gainȱ fromȱ 1.ȱ monitoringȱ andȱ enhancingȱ foodȱ safety;ȱ 2.ȱ addressingȱ consumerȱ
knowledgeȱaboutȱ foodȱsafetyȱandȱquality;ȱ3.ȱprotectingȱconsumersȱ fromȱ fraudȱandȱproducersȱ
fromȱunfairȱcompetitionȱ(EconomicȱResearchȱService/USDA,ȱ2002).ȱ

Thisȱpaperȱfocusesȱonȱthisȱlastȱpoint,ȱthatȱis,ȱtheȱroleȱtraceabilityȱcanȱplayȱtoȱprotectȱconsumersȱ
fromȱ fraudȱandȱproducersȱ fromȱunfairȱcompetitionȱ inȱ theȱspecificȱmarketȱofȱextraȬvirginȱoliveȱ
oil.ȱȱ

Theȱstudyȱprovidesȱsomeȱpreliminaryȱevidenceȱconsistentȱwithȱtheȱhypothesisȱthatȱtheȱ lackȱofȱ
mandatoryȱtraceabilityȱtogetherȱwithȱaȱmandatoryȱlabelȱforȱbottlingȱplace,ȱgivesȱriseȱtoȱaȱlossȱofȱ
consumer�sȱwelfareȱdueȱtoȱ�legalȱfraud�.ȱEvidenceȱderivedȱfromȱthisȱstudyȱindicatesȱthatȱmanyȱ
Italianȱ consumersȱmisperceiveȱ informationȱ aboutȱ theȱ placeȱ ofȱ originȱ ofȱ olives.ȱ Theyȱ tendȱ toȱ
believeȱthatȱoliveȱoilȱbottledȱinȱItalyȱcomesȱfromȱItalianȱolives,ȱwhileȱthisȱis,ȱinȱmanyȱinstances,ȱ
false.ȱȱ

Startingȱfromȱsurveyȱdataȱonȱconsumerȱbehaviourȱweȱelicitȱintensityȱweightsȱforȱvariousȱoliveȱ
oilȱattributes.ȱAȱ randomȱutilityȱmodelȱ fromȱmultinomialȱ choicesȱofȱoliveȱoilȱpurchaseȱ fromȱaȱ
largeȱgroceryȱretailerȱ isȱ thenȱestimated.ȱFromȱ theȱmodelȱestimatesȱweȱ inferȱ theȱwelfareȱ lossesȱ
dueȱtoȱtheȱunfoundedȱbeliefȱaboutȱtheȱoriginȱofȱolives.ȱSubsenquentlyȱtheȱsetȱofȱchoicesȱunderȱaȱ
policyȱprovidingȱcorrectȱ informationȱaboutȱ theȱoriginȱofȱ theȱproduct,ȱ ratherȱ thanȱ theȱplaceȱofȱ
bottlingȱ isȱ simulated.ȱ Theȱ predictedȱ changesȱ inȱ brandȱ choiceȱ andȱ welfareȱ areȱ substantial,ȱ
leadingȱtoȱtheȱconclusionȱthatȱtheȱcurrentȱlabellingȱpracticeȱoughtȱtoȱbeȱamended.ȱ

2. The EU legislation on extra-virgin olive oil traceability and labelling 

Theȱ Europeanȱ policyȱ onȱ oliveȱ oilȱ hasȱ evolvedȱ overȱ theȱ lastȱ 20ȱ yearsȱ andȱ itȱ isȱ nowȱ stronglyȱ
focusedȱonȱimprovingȱtheȱqualityȱofȱtheȱfinalȱproduct.ȱThisȱinvolvesȱencouragingȱoliveȱgrowers,ȱ
pressingȱmillsȱ andȱ bottlingȱ plantsȱ toȱworkȱ betterȱ andȱ toȱ deliverȱ higherȱ levelsȱ ofȱ consumerȱ
satisfaction.ȱ

Inȱ1998ȱandȱinȱ2001,ȱtheȱEUȱpromotedȱaȱreformȱofȱtheȱoliveȱoilȱsector,ȱwithȱaȱparticularȱfocusȱonȱ
theȱcommonȱorganisationȱofȱtheȱmarket.ȱȱ

Theȱlabourȱcostȱinvolvedȱinȱharvestingȱolivesȱandȱtransformingȱthemȱintoȱoliveȱoilȱisȱquiteȱhigh.ȱ
So,ȱsecuringȱtheȱfutureȱcommercialȱviabilityȱofȱextraȬvirginȱoliveȱoilȱinȱtheȱEuropeanȱandȱWorldȱ
marketȱ requiresȱ furtherȱ qualityȱ enhancement,ȱ soȱ thatȱ theȱ productȱ canȱ commandȱ aȱ higherȱ
marketȱ price.ȱ Qualityȱ improvementȱ includesȱ theȱ provisionȱ ofȱ importantȱ safeguardsȱ forȱ
consumersȱthroughȱbetterȱinformationȱandȱeventuallyȱanȱincreasedȱtrustȱonȱtheȱproductȱqualityȱ
recognition.ȱ
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Untilȱnow,ȱtheȱoliveȱoilȱlabellingȱregulationsȱhaveȱrequiredȱtheȱfollowing:ȱ

Üȱ Informationȱonȱtheȱcategoryȱofȱoilȱ(onȱtheȱbasisȱofȱECȱREGȱ136/66);ȱȱ
Üȱ Resultsȱderivedȱfromȱchemicalȱanalyses;ȱ
Üȱ Capacityȱofȱtheȱcontainer;ȱ
Üȱ Listȱofȱingredients;ȱ
Üȱ Expirationȱdate,ȱandȱ
Üȱ Nameȱandȱaddressȱofȱtheȱbottler.ȱȱ
ȱ

Currentlyȱ thereȱ isȱnoȱ requirementȱunderȱEUȱ regulationsȱ toȱ includeȱ theȱplaceȱofȱoriginȱofȱ theȱ
unprocessedȱ product:ȱ olivesȱ (79/112/EEC).ȱOnlyȱ oliveȱ oilsȱwithȱ PDOȱ orȱ PGIȱ statusȱmustȱ beȱ
retailedȱwithȱinformationȱaboutȱtheȱgeographicȱoriginȱofȱolivesȱ(ECȱReg.ȱ2081/92).ȱSo,ȱitȱisȱquiteȱ
frequentȱ thatȱ extraȬvirginȱ oliveȱ oils,ȱ bottledȱ inȱ Italy,ȱ comeȱ fromȱ differentȱ Mediterraneanȱ
countriesȱ orȱ areȱ aȱ blendȱ ofȱ oilsȱ fromȱ Italianȱ andȱ nonȬItalianȱ olives.ȱ Thisȱ involvesȱ aboutȱ 160ȱ
millionȱ litresȱofȱextraȬvirginȱoliveȱoilȱ importedȱ fromȱotherȱcountriesȱandȱblendedȱwithȱ Italianȱ
oliveȱoil.ȱ

Thisȱ situationȱ erodesȱ consumers�ȱ trustȱ inȱ aȱ credenceȱ attributeȱ likeȱ theȱ placeȱ ofȱ originȱ ofȱ theȱ
product.ȱItȱalsoȱimpairsȱproducersȱfromȱharvestingȱbenefitsȱfromȱdiscriminatingȱonȱtheȱbasisȱofȱ
quality.ȱ

Onȱtheȱotherȱhand,ȱotherȱcountriesȱseemȱtoȱhaveȱbeenȱmoreȱcautious.ȱForȱexample,ȱtheȱSpanishȱ
Foodȱ Certificationȱ Agencyȱ makesȱ sureȱ thatȱ accurateȱ informationȱ isȱ containedȱ inȱ theȱ oilȱ
traceabilityȱ system.ȱ Suchȱ informationȱ variesȱ byȱ producer,ȱ butȱ someȱ basicȱ requirementsȱ forȱ
organicȱcertificationȱmustȱbeȱmet.ȱDataȱavailableȱviaȱtheȱsystemȱ includesȱ theȱoliveȱproductionȱ
region,ȱnameȱofȱtheȱproducer,ȱdateȱofȱprocessing,ȱplaceȱofȱprocessing,ȱnumberȱofȱlitresȱinȱtheȱlot,ȱ
dateȱ ofȱ bottling,ȱ acidityȱ level,ȱ andȱ taster�sȱ rating.ȱ Additionalȱ informationȱ canȱ beȱ obtainedȱ
throughȱ theȱproducer�sȱwebȱ siteȱbyȱmeansȱofȱ aȱ lotȱnumberȱprintedȱonȱ theȱ labelȱ (FTR,ȱApril,ȱ
2003).ȱȱ

Inȱorderȱ toȱ addressȱ thisȱproblemȱ inȱ aȱunifiedȱ fashionȱ acrossȱmemberȱ states,ȱ andȱ toȱ improveȱ
traceabilityȱ ofȱ oliveȱ oilȱ toȱ consumers,ȱ inȱ Juneȱ 2002ȱ theȱ Europeanȱ Unionȱ adoptedȱ aȱ newȱ
regulationȱthatȱwasȱenforcedȱonȱNovemberȱ1st,ȱ2003.ȱ

UnderȱEUȱReg.ȱ 1019/2000,ȱ allȱ categoriesȱ ofȱ oliveȱ oilȱwillȱ beȱ betterȱdescribed1;ȱ theȱmaximumȱ
packagingȱcapacityȱ forȱ finalȱretailȱ toȱconsumerȱwillȱbeȱ5ȱ litres;ȱsomeȱoptionalȱ indications,ȱ likeȱ
�coldȱpressing�ȱorȱ�coldȱextraction�ȱwillȱbeȱstronglyȱregulated.ȱEveryȱblendȱofȱvegetableȱoilȱandȱ
oliveȱoilȱwillȱhaveȱtoȱbeȱhighlightedȱonȱtheȱlabel.ȱ

Theȱmostȱimportantȱpartȱofȱthisȱregulationȱconcernsȱblendsȱofȱoilsȱandȱtheȱplaceȱofȱoriginȱofȱtheȱ
olivesȱ theyȱ comeȱ from.ȱ Inȱ particular,ȱ althoughȱ theȱ placeȱ ofȱ originȱ willȱ stillȱ beȱ optional,ȱ
restrictionsȱwillȱbeȱimposedȱonȱtheȱnamesȱofȱblends.ȱItȱwillȱbeȱpossibleȱtoȱdefineȱaȱblendedȱextraȬ
virginȱoliveȱoilȱ asȱ �producedȱ inȱ Italy�ȱonlyȱwhenȱmoreȱ thanȱ 75%ȱofȱ itsȱblendȱ isȱ fromȱolivesȱ
producedȱinȱItalyȱandȱtheȱlastȱ25%ȱcomesȱfromȱotherȱEuropeanȱCountries.ȱ

Itȱcanȱbeȱarguedȱthatȱthisȱsolutionȱisȱstillȱshortȱofȱidealȱforȱtheȱpurposeȱofȱaddressingȱtheȱissueȱofȱ
asymmetricȱinformationȱandȱtraceabilityȱinȱoliveȱoils,ȱbutȱitȱrepresentsȱaȱstepȱforward.ȱ

                                                
1 In particular, 4 categories will be introduced: extra-virgin olive oil, virgin olive oil, olive oil composed of refined olive oils and 
virgin olive oils, olive-pomace oil. 
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TheȱtypeȱofȱasymmetricȱinformationȱcurrentlyȱpresentȱinȱtheȱextraȬvirginȱoliveȱoilȱmarketȱisȱveryȱ
high.ȱItȱisȱfurtherȱamplifiedȱinȱItalyȱbecauseȱofȱtheȱwidespreadȱpreferenceȱofȱconsumersȱforȱoilsȱ
producedȱfromȱItalianȱolives.ȱ

Forȱ theȱ credenceȱ attributes,ȱ economicȱ theoryȱ suggestsȱ thatȱ marketȱ inefficienciesȱ dueȱ toȱ
imperfectȱinformationȱgivesȱriseȱtoȱanȱequilibriumȱcharacterisedȱbyȱlowerȱqualityȱlevelsȱthanȱinȱ
aȱ perfectȱ informationȱ condition.ȱ Thisȱ isȱ dueȱ toȱ consumersȱmakingȱ choicesȱ underȱ uncertainȱ
informationȱ aboutȱ goodsȱ attributes,ȱ andȱ toȱ theȱ ensuingȱ reductionȱ ofȱwillingnessȱ toȱ payȱ forȱ
differentȱ qualityȱ levelsȱ (Nelson,ȱ 1970;ȱ Becker,ȱ 1977;ȱ Coppola,ȱ 2000).ȱ Asȱ aȱ resultȱ ofȱ suchȱ
departureȱfromȱoptimumȱconditions,ȱaȱdecreaseȱinȱsocialȱwelfareȱwasȱobserved.ȱ

Marketȱimperfectionȱdueȱtoȱlackȱofȱinformationȱmotivatesȱtheȱneedȱforȱpublicȱpoliciesȱaimedȱtoȱ
excludeȱorȱtoȱmitigateȱsuchȱproblems.ȱȱ

Aȱ consistentlyȱ accurateȱ andȱ exhaustiveȱ labellingȱ isȱ anȱ importantȱ toolȱ toȱ increaseȱ consumer�sȱ
informationȱ aboutȱ products�ȱ attributes.ȱ Suchȱ publicȱ policiesȱ changeȱ credenceȱ attributesȱ intoȱ
searchȱ attributes,ȱ reducingȱ theȱ differenceȱ betweenȱ perceivedȱ andȱ realȱ characteristicsȱ ofȱ aȱ
product.ȱFromȱaȱtheoreticalȱpointȱofȱview,ȱtheȱreductionȱofȱuncertaintyȱaboutȱaȱpositiveȱattributeȱ
(asȱisȱtheȱcaseȱofȱtheȱextraȬvirginȱoliveȱoilȱofȱItalianȱorigin)ȱyieldsȱanȱincreaseȱofȱdemandȱforȱtheȱ
sameȱqualityȱlevelȱ(ZarkinȱandȱAnderson,ȱ1992;ȱCoppola,ȱ2000).ȱ

3. The sample and the questionnaire 

OneȱhundredȱsixtyȱnineȱextraȬvirginȱoliveȱoilȱconsumersȱwereȱ interviewedȱatȱIpercoop,ȱoneȱofȱ
theȱlargestȱsupermarketsȱinȱNaples.ȱThisȱoutletȱwasȱchosenȱbecauseȱitȱprovidesȱcustomersȱwithȱ
oneȱ ofȱ theȱ largestȱ choiceȱ setsȱ ofȱ extraȬvirginȱ oliveȱ oilsȱ inȱ Southernȱ Italy.ȱ Theȱ supermarketȱ
bookshelvesȱhostedȱtwentyȬsixȱtypesȱofȱextraȬvirginȱoliveȱoils,ȱallȱinȱoneȬlitreȱbottles.ȱTheȱbottlesȱ
differedȱ byȱ brand,ȱ price,ȱ informationȱ contentȱ inȱ theȱ labelsȱ (informationȱ onȱ panelȱ test,ȱ nonȱ
mandatoryȱ informationȱonȱnutritionalȱaspects),ȱqualityȱcertificationȱ(PDO,ȱPGI,ȱOrganic,ȱ100%ȱ
Italian),ȱ ISOȱcertification,ȱpackageȱ (fromȱmoreȱ traditionalȱwhiteȱglassȱsquaredȱbottleȱvs.ȱmoreȱ
innovativeȱ bottle),ȱ descriptionȱ ofȱ tasteȱ (lightȱ taste,ȱ strongȱ taste,ȱ fruitȱ taste),ȱ aspectȱ (clearȱ vs.ȱ
turbidȱ oil).ȱ Finally,ȱ eightȱ outȱ ofȱ theȱ twentyȬsixȱ wereȱ madeȱ fromȱ Italianȱ olives,ȱ whileȱ theȱ
remainderȱwereȱmadeȱpartiallyȱorȱcompletelyȱfromȱnonȬItalianȱolivesȱ(seeȱtableȱ1)2ȱ.ȱ

Consumersȱ wereȱ interviewedȱ duringȱ theȱ monthȱ ofȱ Februaryȱ 2003.ȱ Anȱ unevenȱ numberȱ ofȱ
questionnairesȱwereȱsubmittedȱduringȱtheȱsixȱdaysȱofȱtheȱweek,ȱaccordingȱtoȱtheȱdailyȱsalesȱofȱ
oliveȱoilȱofȱsupermarketȱrecordsȱ(theȱmostȱwasȱsoldȱonȱSaturday).ȱAȱrandomȱformatȱwasȱchosenȱ
toȱsubmitȱtheȱquestionnaireȱtoȱconsumersȱthatȱboughtȱatȱleastȱoneȱbottleȱofȱextraȬvirginȱoliveȱoil.ȱ
Theȱquestionnaireȱwasȱorganizedȱ inȱ threeȱpartsȱandȱ theȱ finalȱ formatȱwasȱstructuredȱafterȱoneȱ
focusȱgroupȱandȱtwoȱpreȬtestȱrunsȱinȱFallȱ2002.ȱȱ
TheȱfirstȱpartȱofȱtheȱquestionnaireȱfocusedȱonȱtheȱconsumptionȱpatternsȱforȱextraȬvirginȱoliveȱoilȱ
andȱotherȱvegetableȱoils.ȱȱ

Theȱsecondȱpartȱcontainedȱquestionsȱaboutȱtheȱreasonsȱwhyȱtheȱconsumerȱwantedȱtoȱbuyȱthatȱ
specificȱ extraȬvirginȱ oliveȱ oil.ȱMoreȱ preciselyȱ respondentsȱwereȱ askedȱ toȱ giveȱ aȱ scoreȱ toȱ theȱ
chosenȱextraȬvirginȱoliveȱoil.ȱScoresȱrangedȱfromȱ1ȱtoȱ5ȱ(1ȱ=ȱirrelevant;ȱ5ȱ=ȱveryȱrelevant)ȱtoȱtheseȱ

                                                
2 Attributes coding: Italian olives: 1 olives produced in Italy – 0 in other countries; Special Taste: 1 declared special taste on 
label – 0 otherwise; Aspect: 1 limpid – 0 turbid; Packaging: 1 innovative  – 0 classic; Label information: 1 Nutritional 
information – 0 only mandatory information; Quality certification: 1 PDO, PGI, Organic, 100% Italian – 0 no certification; ISO 
certification: 1 Iso certification – 0 no certification; Brand: 1 brand with investment in advertising equal to or greater than 10% 
of grossmargin – 0 other brand; Private label: 1 private label – 0 no private label. 
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8ȱ attributes:ȱ 1.ȱ Price;ȱ 2.ȱ Taste;ȱ 3.ȱ Aspect;ȱ 4.ȱ Packaging;ȱ 5.ȱ Label�sȱ Information;ȱ 6.ȱ Olives�ȱ
geographicȱorigin;ȱ7.ȱBrand;ȱ8.ȱQualityȱcertificationȱ(PDO,ȱPGI,ȱOrganic,ȱ100%ȱItalian,ȱISO).ȱȱ

Tableȱ2ȱshowsȱthatȱinȱthisȱsample,ȱTaste,ȱPrice,ȱandȱAspectȱareȱtheȱmostȱrelevantȱcharacteristicsȱ
ofȱextraȬvirginȱoliveȱoil,ȱ receivingȱanȱaverageȱ scoreȱgreaterȱ thanȱ3.5,ȱ followedȱbyȱoliveȱoriginȱ
withȱanȱaverageȱscoreȱofȱ2.83.ȱ

Ifȱtheȱrespondentȱgaveȱaȱscoreȱofȱ3ȱorȱmoreȱdoȱtheȱattributeȱ�Olives�ȱgeographicȱorigin�,ȱthenȱtheȱ
followingȱquestionȱwasȱasked:ȱ�Couldȱyouȱtellȱmeȱtheȱcountryȱofȱoriginȱofȱtheȱolivesȱusedȱtoȱmakeȱthisȱ
oil?�.ȱIfȱshe\heȱansweredȱ�Italy�,ȱtheȱquestionȱ�Wouldȱyouȱstillȱbuyȱthisȱspecificȱoil,ȱifȱyouȱknewȱtheȱ
olivesȱwhereȱnotȱItalian?�ȱfollowed.ȱȱ

FiftyȬthreeȱ consumersȱ outȱ ofȱ 169ȱperceivedȱ asȱ Italianȱ aȱ nonȬItalianȱ extraȬvirginȱ oliveȱ oilȱ andȱ
statedȱthatȱifȱtheȱolivesȱwereȱnotȬItalianȱtheyȱwouldȱreconsideȱtheirȱchoice3.ȱ

Tableȱ3ȱshowsȱthatȱoliveȱoilȱnumberȱ13ȱwasȱtheȱmostȱfrequentlyȱmisperceivedȱ(9ȱoutȱofȱ10ȱtimesȱ
thisȱ oilȱwasȱ chosenȱ byȱ theȱ sample).ȱ Thisȱwasȱ probablyȱ becauseȱ theȱ bottlerȱ isȱ aȱwellȬknownȱ
traditionalȱItalianȱpastaȬmaker.ȱ

Theȱ forthȱ partȱ ofȱ theȱ questionnaireȱ includedȱ questionsȱ investigatingȱ theȱ consumer�sȱ socioȬ
economicȱcharacteristicsȱasȱshownȱinȱtableȱ4ȱandȱ5.ȱ

4. Theory and methods 

Letȱusȱassumeȱ theȱeconomicȱ rationalityȱofȱ consumersȱ inȱ theirȱ choiceȱofȱextraȱvirginȱoliveȱoil.ȱ
Givenȱtheirȱdecisionȱtoȱpurchaseȱoliveȱoil,ȱtheyȱwillȱseekȱtoȱmaximizeȱutility.ȱSo,ȱifȱaȱnumberȱJȱofȱ
alternativeȱ oilȱ brandsȱ areȱ available,ȱ eachȱ observedȱ choiceȱ jȱwillȱ representȱ theȱoutcomeȱ ofȱ anȱ
incomeȱconstrainedȱutilityȱmaximizationȱexercise.ȱThisȱimpliesȱthatȱeachȱobservedȱpurchaseȱwillȱ
beȱsuchȱthatȱU(j*)ȱǃȱU(j)ȱforȱeachȱalternativeȱjȱinȱtheȱchoiceȱsetȱJ.ȱ

Thisȱ theoreticalȱ frameworkȱ isȱ conduciveȱ toȱ theȱ classicȱ randomȱutilityȱmaximizationȱ analysis.ȱ
Theȱassumptionsȱbehindȱthisȱapproachȱareȱwellȱknown,ȱbutȱcanȱquicklyȱbeȱsummarisedȱinȱwhatȱ
follows.ȱ Theȱ utilityȱ thatȱ eachȱ individualȱ consumerȱ nȱ associatesȱwithȱ eachȱ oliveȱ oilȱ typeȱ jȱ isȱ
assumedȱtoȱbeȱmadeȬupȱbyȱtwoȱcomponents.ȱTheȱfirstȱcomponent,ȱindirectȱutilityȱVnjȱisȱassumedȱ
toȱ beȱ commonȱ knowledgeȱ betweenȱ theȱ researcherȱ andȱ theȱ consumer.ȱ Theȱ secondȱ isȱ anȱ
unobservableȱ componentȱ unjȱ orȱ errorȱ term,ȱwhichȱ forȱ convenienceȱ isȱ assumedȱ toȱ aȱ typeȱ oneȱ
extremeȱvalueȱdistributionȱ(orȱGumbel),ȱwhichȱhasȱaȱcumulativeȱdistributionȱfunctionȱequalȱto:ȱȱ

ȱ F(unj)ȱ=ȱexp(�exp(�unj))ȱ (1)ȱ

andȱdensityȱfunctionȱequalȱto:ȱ

ȱ f(unj)ȱ=ȱexp(�unj)exp(�exp(�unj))ȱȱ (2)ȱ

withȱaȱvarianceȱȱ

ȱ ar[unj]ȱ=ȱΔ2/6.ȱ (3)ȱ

Fromȱaȱpracticalȱviewpoint,ȱ thisȱassumptionȱ isȱofȱvalueȱbecauseȱdifferencesȱbetweenȱGumbelȬ
distributedȱrandomȱvariablesȱhaveȱaȱlogitȱdistribution.ȱSo,ȱuponȱdefiningȱΉnji =  unj�uniȱunderȱtheȱ
aboveȱassumptions,ȱitȱisȱimpliedȱthatȱtheȱcdfȱforȱΉnjiȱtakesȱtheȱfollowingȱsimpleȱform.ȱ

                                                
3 When most of these consumers they were told at the end of the questionnaire that the olive oil they bought was not from 
Italian olives, were really surprised and some even quite upset. 


