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Over the last decade, food fraud scandals, such as the
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found that 73 percent of the samples produced by the top
five imported EVOO brands in the United States were ei-
ther mislabeled or adulterated. Moreover, about 11 percent
of top-selling Italian EVOO brands failed to meet the crite-
ria that define EVOO (Frankel et al. 2011). A recent food
fraud investigation launched by Interpol and Europol dur-
ing the period of November 2015 to February 2016, seized
seven thousand tons of olive oil fraudulently labeled as ex-
tra-virgin from Italy (Europol 2016).

The spate of food fraud scandals over the last decade and
the potentially devastating consequences for consumers
and industry raise important questions about the impact of
food fraud incidents on consumer behavior. Evidence on
consumer response to food fraud is just developing, mir-
roring an increase in monitoring and media attention to
food fraud. Scientists confirmed there were 60 percent as
many incidents of food adulteration in two years (2011 and
2012) as had been identified in the 30 years between 1980
and 2010, while media coverage of incidents increased by
nearly 80 percent (Johnson 2014).

To address the gap in evidence, researchers in the Depart-
ment of Agricultural Economics at the University of Ne-
braska-Lincoln examined how information about food
fraud incidents affects consumers’ valuation of products.
Specifically, the study examined (1) changes in consumers’
valuation of EVOO after they received information about
food fraud, (2) how information about food fraud attribut-
able to one country affects valuation for products from oth-
er countries, and (3) how information about food fraud
affects the valuation of olive oils in different price segments.

To examine the effect of food fraud on consumer valuation,
the researchers developed a laboratory experiment based
on the demand-revealing Becker-DeGroot-Marschak
mechanism (BDM). In the BDM mechanism, participants
are presented with a good and asked to submit a bid (that
is, their valuation) for it. Then, an “experiment” price is
randomly drawn from a distribution of prices. If the partic-
ipant’s bid is higher than the randomly drawn
“experiment” price, the participant purchases the good but
pays the “experiment” price. This separation of the partici-
pant’s value from the price that they pay means that the
participant has no incentive to underbid for the item. Re-
searchers use this approach to collect information about
participants’ true valuations for items.

In this study, 107 olive oil consumers participated in the
laboratory experiment. All experiment sessions were con-
ducted at the University of Nebraska-Lincoln between Sep-
tember and November 2017. The experimental design con-
sisted of two valuation stages. In the first stage, participants
submitted their valuation for extra virgin olive oils from
Italy, Greece, and the U.S. (California). Participants evalu-
ated two 500 milliliter (ml) bottles from each country, one
of which is sold at retail in a daily-use price range ($5-10),

and one of which is sold at a premium range ($24-29)
(see Table 1).

Table 1: Descriptive information of olive oil used in
the experiment

Country Bottle  Shelf Price
Olive Oil of Origin Size Range
Low-priced = Greece, Italy &
EVOO United States 500 ml $5-10
High-priced Greece, Italy &
EVOO United States 500 ml $24-29

Source: Laboratory experiment

After submitting their valuation for the six bottles of
EVOO, research participants responded to a short sur-
vey on demographic variables, which included one
question about whether participants were aware of the
occurrence of food fraud. Next, participants in the ex-
periment read a text about Italian olive oil. The text
included general information about the Italian olive oil
industry, but also discussed real-world studies on cases
of mislabeling or adulteration of Italian EVOO, includ-
ing those mentioned above. We included Greek and
California EVOO brands to examine how participants
responded to producers of the same product who were
not implicated in the text . If consumers reduce their
valuation of Greek and California EVOO in response to
information about Italian scandals, it suggests that the
actions of one producer (or country, in this case) may
create negative externalities for other producers.

In the second valuation stage, participants were again
asked to submit bids for the same set of six EVOO bot-
tles. This was followed by surveys regarding olive oil
knowledge and olive oil market experience.

The analyses of the laboratory experiment data show
that information about food fraud in one country nega-
tively affects the valuation of EVOO from that country
but also from other countries. While participants re-
duce their valuation of Italian EVOO the most after
receiving information about mislabeling and adultera-
tion—by 51 percent—reductions in the valuation of
Greek and California olive oils are non-negligible. Spe-
cifically, participants decrease their valuation of Greek
and Californian EVOO by 13 percent and 9 percent,
respectively, suggesting that consumers’ reaction to
information about food fraud in one country negatively
spills over to perceptions of other countries’ industries
(see Table 2) . The results of this study also show that
after receiving information about Italian olive oil fraud
consumers decrease their valuation for high-priced
EVOO more than that for low-priced



EVOO, irrespective of the country of origin, which indi-
cates that the damage from food fraud may affect high and
low-priced EVOO producers differently.

Table 2: Valuation of EVOO from Italy, Greece, and California before and after

information about food fraud.

Stage 1 Valuation: Stage 2 Valuation: Decreasein Percent Decrease

Country before Info after Info Valuation in Valuation
Italy $13.03 $6.33 $6.70 51
Greece $12.23 $10.63 $1.60 13
United States $11.65 $10.61 $1.04 9

The results of this study can help supply chain managers
and policymakers understand and develop appropriate stra-
tegic responses to food fraud by providing evidence of con-
sumer reactions to information about food fraud. Moreo-
ver, the findings from this study indicate that food fraud
incidents are not limited to the product in question and
may even affect consumers’ perceptions of the accuracy of
labeling across nations. This highlights the importance of
collaborative, international efforts to prevent or address
food fraud incidents in the agri-food marketing system.
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